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CHAIRMAN'S STATEMENT
R

| herein 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 2012.

RESULTS

The audited consolidated profit attributable to the owners of the
Company for the year ended 31 December 2012 was approximately
HK$182,349,000 and the basic earnings per share was HK6.48 cents,
as compared to the consolidated profit of approximately HK$16,659,000
and basic earnings per share of HK0.68 cents for 2011.

NET ASSET VALUE

The consolidated net asset value per share attributable to the owners
of the Company as at 31 December 2012 was approximately HK$0.62
based on 3,655,806,000 shares in issue, as compared to approximately
HK$0.44 per share as at 31 December 2011.

BUSINESS REVIEW

Challenges and changes in the market characterized the People’s
Republic of China (the “PRC”) property development industry in 2012.
On one hand, the European debt crisis lingered while the PRC’s
economic growth softened, on the other hand, under the successive
monetary tightening policies and real estate control measures
implemented by the central government, a series of measures were
launched to curb property speculation which included raising interest
rates and imposing limits on house purchases and prices. Following the
introduction of those curbing measures, growth in housing demand was
suppressed considerably and had successfully alleviated the property
price pressure in the first- and second-tier cities and deterred both the
speculative and investment buyers. Under such environment, the Group
had made meticulous planning of, and adjustments to its planned pace
for property development, by adopting a more flexible marketing strategy
to tailor those to specific conditions in respective markets and locations.
The Group also managed to adapt to the severe economic environment
in order to maintain the Group’s sustainable development. At the same
time while improving product quality, the Group also strengthened cost
control through efforts by strictly cutting costs and expenses, so as to
improve the profitability of the Group. Hence the Group still managed to
deliver satisfactory results in 2012.
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Year 2012 was a significant milestone for the Group. After three years of
hard working, the Group is moving onto the harvest stage. For the year
ended 31 December 2012, the Group’s turnover reached a record high
of HK$571 million, an increase of nearly 9 times over that for the previous
year. In line with market strategy, the Group moderately speeded up
the roll-out of new projects to accelerate the pre-sale process in order
to facilitate the return of funds. The Group also managed to deliver the
properties of Pearl Nansha Scenic (“Nansha Scenic”) Phase 1 to buyers
on schedule. In summary, the Group had satisfactorily completed the
various operational targets set for 2012.

Guangzhou and its surrounding areas were still the main focus of
the Group in search of development opportunities in 2012. 3 new
development projects of good quality were acquired by the Group in
2012 with a total attributable gross floor area (“GFA”) of approximately
1.18 million square meters. With the numbers of development projects
increasing steadily, the number of staff members also increased
accordingly. In response to the gradual expansion, the Group has carried
out internal reform and adjustment, implemented a series of management
policies such as standard operation procedures and internal control
procedures, so as to further upgrade the level of standardization in
product, process and system, and thus to improve management and
operation efficiency. The Group achieved significant progress in 2012 in
both the development in scale and the enhancement of its brand image,
thus laying a solid foundation for continuous sustainable growth in the
future.

PROSPECT AND OUTLOOK

Looking forward to the next year, the Group will continue its focus
on Guangzhou and its surrounding areas in search of development
opportunities. The Group will continue to identify development projects
with good potential in order to expand its land bank for a sustainable
business development in future. In the aspect of operations, the Group
will continue to enhance internal controls, operations procedures,
standard workflows and procedural guidelines, while undertaking
continuous cost savings initiatives over the development projects.

In light of the challenges ahead, 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.
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CHAIRMAN'S STATEMENT
B g

The central government is expected to continue its credit tightening
measures in 2013. No near term policy relaxation can be foreseen.
Although the PRC’s GDP growth is expected to slow down to about
7.5% in 2013, the Group is confident about the mid- and long-term
prospects of the PRC’s property market which is driven by the continual
development of urbanization and the increasing household income
level. Moreover, the recent market is showing signs of recovery, hence
the Group is taking a cautiously optimistic approach about the short-
term prospects. The Group shall continue to closely monitor both
the domestic and external macroeconomic trends and changes to
policies, and seek to make full use of any market opportunities. With our
extensive experience and our outstanding management team, the Group
will be able to cope with various difficulties and challenges and will have
the capacity in grasping and creating development opportunities, so as
to bring continuous and satisfactory returns to the shareholders.

APPRECIATION

On behalf of the Board, | 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, 28 March 2013
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BUSINESS REVIEW

The Group is principally engaged in property development, property
investment and property rental activities in the PRC.

In 2012, the global economic situation remained complicated and
diversified. The market has been skeptical about the effect of the new
round of quantitative easing launched by the Federal Reserve on the real
economy. Affected by the unresolved European sovereignty debt crisis
and the downward pressure on the PRC economy, the economic growth
of the PRC dropped to 7.8% in 2012. Although the PRC property market
was dragged by uncertainties, volatilities and the decline of transaction
volume during the year, the property prices and the land market were
relatively stable. During the year, various projects of the Group have
been developed on schedule and the Group continued to acquire prime
land parcels through various channels. We acquired two development
projects and the interests in a piece of land in 2012, adding GFA of
approximately 1.18 million square meters.

Property Development and Sales

During the year under review, the area of property sold and delivered by
the Group was about 62,326 square meters (2011: nil). The sales were
contributed by the revenue recognized from Phase 1 of Nansha Scenic
in Guangzhou, Guangdong Province. The average selling price per
square meter was about HK$7,900.
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)
Property Development and Sales (continued)

As at 31 December 2012, the details of contract sales of the Group are
set out below:

Project

HA :

Nansha Scenic

D2l

Zhuguang Yuijing Scenic Garden (“Yujing Scenic Garden”) — Phase |
ok - W2 ILoKEE (MBS ILAKTER ) — %

6 BL i i B o

ERBME e
YEFREHE (&)

BEZZ——F+-A=+—8  KEEHE
FHESFBOT

GFA sold
SHERH
square meter

SE

Contract sales

HEeW

HK$'000
TET

207,093 26,396
562,420 96,321
769,513 122,717

As at 31 December 2012, the contract sales for the year amounted to
HK$769,513,000 in dollar value and about 122,717 square meters in
area. The aggregate contract sales for the year had already exceeded
the target set at the beginning of the year. This satisfactory performance
has created a solid foundation for the Group's future development.
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MANAGEMENT DISCUSSION AND ANALYSIS

B BRI ) i B o A
BUSINESS REVIEW (continued) B )
Property Development and Sales (continued) EX Y & kN E)
It is expected that the GFA of approximately 338,707 square meters is ~ TEat =L — = FIEEEEEIEL) /& 338,707 F
available for pre-sales in 2013, and the details are as follows: FAK - FBAIRAT
GFA available
for sale/leasing
Expected 1))
pre-sales date e HE
RetRERR EREE
(square meter)
(FHK)
Hailian Project Third quarter of 2013 133,326 Sale/Leasing
B B 2013FEIFE HE HE
Yujing Scenic Garden — Phase | Second quarter of 2013 56,884 Sale
R ILKTER —%—H 2013FF2FE HE
— Phase |l Third quarter of 2013 83,536 Sale
—F=H 20135 E3FE HE
Pearl Yunling Lake (“Yunling Lake”) — Phase | Third quarter of 2013 43,004 Sale
k- EaEi ([2EH 1) — F—H 2013FE3EFE HE
— Phase |l Third quarter of 2013 21,957 Sale
— $H 2013FE3IEFE HHE
338,707

']O | ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)
Property Development and Sales (continued)

As at 31 December 2012, the Group owned 5 property development
sites. Details are as follows:

Nansha Scenic — 100% interest

6 BL i i B o

EH MR (o)
YEFREHE (&)

RZB——F+_A=+—0 K&EHEHEFHE
REYEZRRBE - FBEOT

MiS#HR —100% &R

Nansha Scenic is located at Jinzhou Main Street, Nansha District,
Guangzhou, the PRC, which is the central business district in Nansha.
With the site area of approximately 28,319 square meters, the project
comprises ten 18-storey towers including residential units, a street-level
commercial podium and a car park at basement level, with a GFA of
approximately 103,909 square meters. There are two phases for Nansha
Scenic. The delivery of Phase | with a GFA of approximately 65,546
square meters was completed in December 2012, and Phase Il, with a
GFA of approximately 38,363 square meters, is currently in its final stage
of construction and is expected to be delivered in the fourth quarter of
2013.

EAOHSMRPEEMNTELESIMNAE -

AELROAEREE - ZEEHBEELD
28,319F 5K - (H10IR18B = RI2AHAK - &
FBEEEMN - —ERTEAIMTEES - &
ZAMIEZI 103,909 F 5K - AR 2R Y
AWE - F-HREmMBELNG5546F 5 KE
RZE—ZF+ - AERRIE  FoHEER
1&#738,363 F 5 oK  IEFE RN & 18 BRI
B BH R R ENTERE -

Project GFA and Uses TE H B2 Em R K A% :

Uses R
Residential (£

Commercial E%
Basement Car Park ] NEE315

Others EAth

Total GFA #22EmE

GFA (Sq.m.) E@# (FAHX()
86,968

2,083

10,256

4,602

103,909
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

BUSINESS REVIEW (continued)

Property Development and Sales (continued)

Hailian Project — 80% interest

ERBME e
YEFREHE (&)

BEIEE —80% R

Hailian Project is located at Lot A2-1, Zhujiang New Town, Tianhe
District, Guangzhou, the PRC, which is at the junction of Guangzhou
Avenue and Huang Pu Avenue. With the site area of approximately
10,449 square meters, the project will be developed into a 35-storey
high-rise commercial complex including a 6-storey commercial podiums,
a 29-storey Grade A office buildings and a 3-storey underground car
park, adding up to a GFA of approximately 133,326 square meters.
The foundation works of Hailian Project has been completed and
the development is expected to be completed in the third quarter of
2015. The project has a huge potential for capital appreciation given
its prominent location in the commercial hub of Zhujiang New Town
in Guangzhou. It is estimated that the project would bring significant
revenue to the Group thanks to its geographical location.

VRS TE B 7 AR B RN T RO (& BT F 4k A2-1
R REMARBEESEHNERER - %18
B H TS 49 /510,449F 5K - ERE A
1ESSEEEEnRe NE  BIEcENE -
OEBFRREFEN B TISHES - BEAEE
7#1383,326F 77K - BEIEE MM A TEE T
K BERRBAENR_ZE-—LEE=FERT
Ko ERZIBEERBEMMEERERE 2T
AP OHTE - ABBRRNAEES o iHE
UEMS - BHZIER S AREETRATEK

o

B

Project GFA and Uses HE@EEEER AE :

Uses A&
Offices B F1&

Commercial B
Basement Car Park i, NMEE15

Others EAth,

Total GFA BB EEE

GFA (Sq.m.) @& (FFH¥K)
81,856

20,445

19,038

11,987

133,326
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW (continued)

Property Development and Sales (continued)

Yunling Lake — 100% interest

6 BL i i B o
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SHH —100% E

In May 2012, the Group completed the acquisition for the development
project in Fengyunling in Conghua, Guangzhou, the PRC. The project
is initially known as “Pearl Yunling Lake”. It is located at Provincial
Highway S355 line at Jiekou Street, Conghua, Guangzhou, which is
adjacent to the Fengyunling Forest Park, and is the main connection
point between the downtown of Conghua and Guangzhou. The site area
is approximately 200,083 square meters, of which the developable area
is approximately 139,182 square meters and the remaining land area
for public facilities use. According to the latest design, the project will be
developed into a residential and resort complex, comprising villas, low-
rise apartment buildings and a five-star hotel. The total GFA is expected
to be approximately 124,521 square meters. The development is divided
into two phases. Phase | comprises 57 villas and 5 apartment buildings
with a GFA of approximately 43,004 square meters. Phase Il comprises
28 villas, 3 apartment buildings and a hotel, with a GFA of approximately
81,517 square meters. Currently, the Group plans that the villas and
apartment buildings are available for sales and the hotel is for operation
under the Group upon the completion of the project.

RZE—ZFHA » NEETHKWEA R F
BEMMREREENEREEE - ZEEY
BRI HRNEEER] c EEBNREMT
MIEHE O H LB SR EL - AEHEBFMA
B=iE - BRI ETEBEEMAOBEZE -
{EHEFE 4 200,083 F 5K - Hep AJ &R M A
#9139,182F 770K - Her T hEE B R EFR
i - BEBESHERET AR - ZBEB Bt E
A—EEERRESEREGEAER  BERE -
REFERRERBE  BAREERBED
124,521 F 750K - BREGH WE#ETT o 5 —H]
FEEEMIE4043,004F HoK - BIESTIERIE K
SIEMEE - B HIREMERL 81,517 F A K
BIE28ERIE - SEEERAIE - AEEIR
FrErEINZTE B TRk A - RIEREEELEZ
A mB/ERERRESBERR

Project GFA and Uses TRE B EmE R A% :

Uses f&E GFA (Sq.m.) @& (F5HXK)
Villa 51|22 33,708
Residential £ 31,253
Hotel/Club House & J& /& Fir 59,560
Total GFA @R EEH KR 124,521
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

BUSINESS REVIEW (continued)

Property Development and Sales (continued)

Yujing Scenic Garden — 70% interest

ERBME e
YEFREHE (&)

il RILKTEE — 70% S

In December 2012, the Group completed the acquisition for the
development project in Jiulibu District in Conghua, Guangzhou, the
PRC. The project is known as “Zhuguang Yujing Scenic Garden”, which
is located at Provincial Highway G105 line at Jiulibu District, Jiangpu
Town, Conghua, Guangzhou and is well connected via a number of
highways from and to Guangzhou. It takes around 20 minutes drive from
the downtown of Conghua and 10 minutes drive from Wenquan Town,
Conghua. The site area of the project is approximately 294,684 square
meters. The project will be developed into a commercial and residential
complex, comprising residential and commercial buildings, service
apartments and car parks. According to the latest design, the total GFA
is expected to be approximately 886,216 square meters. The proposed
development is divided into four phases. The superstructure works for
Phase | with a GFA of 225,027 square meters has been commenced,
certain units were pre-sold in 2012 and the result is encouraging. It

is expected to be completed in the third quarter of 2014. The GFA of
Phase Il is 223,981 square meters and the total GFA of Phase Il and
Phase IV is 437,208 square meters which is expected to be completed
between 2015 and 2018.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

H PR G 5t B o A
BUSINESS REVIEW (continued) EHME
Property Development and Sales (continued) EX Y & kN E)
Yujing Scenic Garden — 70% interest (continued) fBSILkTEE —70% @& (&)
Project GFA and Uses IRE B EEmBR R A% :
Uses A& GFA (Sq.m. ) E# (FH*)
Phase | §—Hj Residential {£5¢ 180,046
Commercial/Club House f8% /& Fff 5,729
Service Apartment RS AE 6,927
Basement Car Park i N2 &5 32,325
Total GFA R EEE 225,027
Phase Il £_=Hj Residential =& 169,258
Basement Car Park ith NS E 5 54,723
Total GFA R EEE 223,981
Phase lll & IV = + [UH{ Total GFA @ EEH 437,208
Land Parcel in Shui Di Village, Conghua — 100% interest RALKEF B —100% # &

In December 2012, the Group successfully won the tender for the HR-TE—_F+H AEEXIHEKE IR
land use right of the land lot which is situated at Shui Di Village, Jiulibu iz 54 9 B & N T 4 (OR SR 88 7L 82 2P K E AT 3
District, Wenquan Town, Conghua, Guangzhou, the PRC, with a site B2 TH{F & - (G EE 4 & 55,031F 75
area of approximately 55,031 square meters. The land is permitted for K @ ZTHEEARNFEERS - JEEBELD
residential use, with the developable area of approximately 171,440 171,440 F 5K o R % T #0A2 AED = 1L 7K TE
square meters. As the land is located adjacent to Yujing Scenic Garden, E%i2 - NEEFAeE Rz TR s
the Group may consider developing the land together with Yujing Scenic  KIEE —Pf5A% - IEMBEARR S BRI LinE
Garden and thus expand the Group’s development and presence in 2R K ARE

Conghua.

POLVER AR M A RAT
TR TARAER
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

BUSINESS REVIEW (continued)
Property Investment

During the year under review, the Group retained Royal Mediterranean
Hotel, which is located at 518 Tianhe Road, Tianhe District, Guangzhou,
the PRC, as a leased property. The Group owned the interest in certain
floors of the hotel of approximately 34,592 square meters. The rental
income from the investment property has brought in a steady stream of
recurring income for the Group.

.
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Business Prospect

The Group estimated that the tough restrictive policies will likely remain
in place for a period. With the effective suppression of speculation and
investment as well as the appropriate consolidation of the property
industry, the PRC property market is expected to remain dynamic in
2013 and the whole industry presents both challenges and opportunities.
The Group will continue to strictly adhere to its undertakings and
conduct business with complete integrity and make progress while
ensuring stability.

Looking forward to the year ahead, the Group will actively expand
financial resources and seize investment opportunities including the
acquisition of prime land parcels through various channels. Maintaining
suitable precautions against risk, the Group will eagerly seek market
opportunities to ensure sustainable growth. As the rapid ongoing
urbanization will continue to drive the property market in the PRC for some
time, the Group is still full of confidence of the long-term development in
the PRC 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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
Turnover and Segmental Information

Turnover

The Group’s turnover included revenue from property sales and rental
income. The turnover of the Group for this year was approximately
HK$571,167,000 (2011: HK$57,899,000), which increased by nearly
9 times as compared with that of Year 2011. The growth was mainly
due to the recognition of revenue from property sales of Phase 1 of the
Nansha Scenic project. These properties have been completed and
delivered, with a total revenue of approximately HK$489,760,000 (2011:
nil) recorded. Rental income also recorded an increase of 41% in 2012
to approximately HK$81,407,000 (2011: HK$57,899,000) as the Group
entered into various tenancy agreements for renting out its investment
properties only commencing from the second quarter of 2011. Besides,
there was a 5% increment in rental income effective from the second
quarter of 2012.

Cost of Sales

Cost of sales of the Group mainly refers to the costs incurred directly
from its property development activities, including construction cost, land
premium and interest capitalised.

Gross profit

For the year ended 31 December 2012, the Group recorded a gross
profit of HK$219,777,000, an increase of approximately 3 times when
compared with HK$57,899,000 for the Year 2011. It was mainly due to
the recognition of revenue after the completion and delivery of properties
of Phase 1 of the Nansha Scenic project.

Other income

Other income of the Group decreased by 91% to approximately
HK$590,000 in 2012 from approximately HK$6,922,000 in 2011.
The Group recorded a net foreign exchange gain of approximately
HK$6,556,000 in 2011 while there was a net foreign exchange loss
of approximately of HK$2,076,000 in 2012. The decrease was mainly
attributable to the slowing appreciation of Renminbi (“RMB”).

6 BL i i B o

A 255 I
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e

AEEMEEBRREYEFEENRERA - K
FEAEE L FEEEL571,167,000%8 7T (=
T——4F : #957,899,000/8 L)  H_-_T——
FRAE - WREIZHNERBPHEE
BE—HEBEENWRA  ZMECERTIIR
ER - HEBIA 49489,760,0007 7T (=
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

FINANCIAL REVIEW (continued)
Turnover and Segmental Information (continued)

Fair value gains on investment properties

Fair value gains on investment properties in 2012 were HK$30,174,000
(2011: approximately HK$41,719,000), mainly due to continuous
rise in market value of the Group’s investment properties in Royal
Mediterranean Hotel which was brought about by positive market
conditions.

Selling and marketing expenses

Selling and marketing expenses for the year 2012 were approximately
HK$7,977,000 (2011: approximately HK$3,796,000) due to increase in
promotion expenses incurred as a result of the pre-sale of Phase 1 of
Yuijing Scenic Garden during the year.

Administrative expenses

Administrative expenses of the Group increased by 30% to approximately
HK$29,904,000 in 2012 from approximately HK$23,008,000 in 2011.
It was primarily due to the fact that the Group recruited some high-
calibre employees for key positions as strategic reservoir of personnel
that will satisfy the Group’s growing demand for human resources in the
foreseeable future, which will be required by the Group’s sustainable
development and expansion.

Gain on bargain purchase in respect of business combination

A gain on bargain purchase of approximately HK$150,438,000 was
generated from the business combination. It was mainly attributable to
the decline in the closing market price of the Company’s ordinary shares
from the date of entering into the sale and purchase agreement to the
acquisition date.

Income tax

Income tax comprises corporate income tax and LAT in the PRC. In
2012, the Group’s corporate income tax and LAT were HK$34,721,000
(2011: approximately HK$10,267,000) and HK$21,883,000 (2011: nil),
respectively. Total income tax amounted to HK$56,604,000 during the
year.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)

Liquidity and Capital Resources

Cash position

As at 31 December 2012, the Group’s bank and cash balances (including
restricted bank deposits) amounted to approximately HK$249,335,000
(31 December 2011: HK$449,741,000).

Borrowings, charges on group assets and gearing ratio

The Group’s bank and other borrowings comprise the following:

RITER — AEIMA
BEFE — AR

Bank loans — secured
Senior Notes — secured

TR LR
A B Bl gR ()
WHE & MEAREIR
kT

R-_ZE——"F+_fF=+—H  A"&EHx
RITERRCHEH (BEIRHBITER) 4
249,335,000 L (ZE——F+ A =+—
H : 449,741,000787T) °

TR ~ S5 I 1A Je AR A

REBRRITREMEBERBIEATEIE

2012 2011
—=—_F —E——fF
HK$’000 HK$' 000
FHET FHET
1,129,800 317,679
476,756 468,974
1,606,556 786,653

Bank loans

As at 31 December 2012, the bank loans were secured by the following:

(i) all the Group’s investment properties;

(i) the Group’s land use rights classified under prepaid land
lease payments and the construction in progress thereon of
approximately HK$51,212,000 and HK$10,682,000 respectively;

(iii) the Group’s properties for sale under development of
approximately HK$1,560,909,000;

(iv) the Group’s pledged bank deposits of approximately
HK$17,668,000;

RITR

R-T——#F+-A=+—0  RITEHHEMN
TEIBER

0 AEBEZFRBEREME

(i) rEBSBAENIHHEERIE 2 -
MERAER T E 2 ERTRS R
51,212,000787C % 10,682,0008 7T :

i)y ZAEB2HEFEEN LY
1,560,909,000 % T :

(v)  ANEEZEFIEITE A 17,668,000
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

FINANCIAL REVIEW (continued)
Liquidity and Capital Resources (continued)

Bank loans (continued)

(V) 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;

(vi) assignment of all rental income from the Group’s investment
properties; and

(vii) corporate guarantees executed by Guangdong Zhuguang Group

Company Limited* (“Guangdong Zhuguang”) and Guangdong

New Southern Group Company Limited* (“Guangdong New

Southern”) and an independent third party.

Guangdong Zhuguang is considered as a related company of the
Group as the ultimate controlling party of the Company, Mr. Liao
Tengjia, has significant influence in Guangdong Zhuguang.

Guangdong New Southern is considered as a related company
of the Group as it is beneficially owned and controlled by the
executive director of the Company, Mr. Chu Muk Chi (alias
Mr. Zhu La Yi).

Bank loans of approximately HK$32,102,000 (2011: nil) are arranged
at fixed interest rates thus expose the Group to fair value interest rate
risk. Other bank loans of approximately HK$1,097,698,000 (2011:
HK$317,679,000) are arranged at floating rates thus expose the Group
to cash flow interest rate risk. As at 31 December 2012, the effective
interest rates on the bank loans ranged from 5.0% to 24.0% (2011: 4.9%
to 6.6%) per annum.

As at 31 December 2012, the bank loans with total carrying amount
of approximately HK$252,144,000 (2011: HK$317,679,000) are
denominated in HK$, currency other than the functional currency of the
relevant group entities.

* English name is translated for identification purpose only
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (continued)
Liquidity and Capital Resources (continued)

Senior Notes (continued)

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 will be redeemed on the earlier of (i) 21 December
2014 and (i) 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 GFA 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 Building Co., Ltd (“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% (2011: 17.2%) per annum.

The Senior Notes are secured and guaranteed by:

(i) a second fixed charge over the entire issued share capital of ZGL,
Cheng Chang Holdings Limited (“Cheng Chang”) and Fully Wise
Investment Limited (“Fully Wise”), being the holding companies of
Guangdong Hailian, and the related rights;
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

FINANCIAL REVIEW (continued)
Liquidity and Capital Resources (continued)
Senior Notes (continued)

(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).

The gearing ratio as at 31 December 2012, expressed as total
borrowings over the total equity was 62% (31 December 2011: 63%).

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 properties as follows:
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Guarantees given to banks for ~ BEA A IRIGRETE
mortgage facilities MERITHR ML IER
utilised by purchasers

288,383 169,253

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
interests and penalties owed by the defaulting purchasers to
the banks. The Group is then entitled to take over the legal title
and possession of the related properties. The guarantees will be
released upon issuance of the purchasers’ property ownership
certificates and completion of the relevant registration of the
mortgaged properties.
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MANAGEMENT DISCUSSION AND ANALYSIS

CONTINGENT LIABILITIES (continued)

@

(continued)

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.

Pursuant to a Subscription and Shareholders Agreement dated
6 December 2011 (the “Subscription Agreement”), Silver Prosper
agreed conditionally to subscribe for Cheng Chang’s ordinary
shares (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. As the conditions
under the Subscription Agreement have not been fully fulfilled,
Cheng Chang has not asked and Silver Prosper has not called for
the Subscription up to the date of these financial statements.

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 (i) 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.
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MANAGEMENT DISCUSSION AND ANALYSIS
PR o B o A

FOREIGN EXCHANGE RATE

The Group conducts its business almost exclusively in RMB except that
certain borrowings are in 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 HK$ 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 on the hedging policy to manage the possible foreign exchange
risk that may arise.

STAFF AND REMUNERATION POLICIES

The Group had approximately 80 employees in Hong Kong and the
PRC as at 31 December 2012 (31 December 2011: 50). They are
remunerated according to their respective job nature, market conditions,
individual performance and qualifications. Other staff benefits include
annual bonus.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

ERLRBETHANRER

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 49, was appointed as 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 43, was appointed as
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 is a shareholder of Rong De
Investments Limited, a substantial shareholder 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 55, was appointed as 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 42, was appointed as 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.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

EFARBEHEARER

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Leung Wo Ping Jr, aged 69, was appointed as 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 over 30 years. Currently, he is
a senior advisor to Crowe Horwath (HK) CPA Limited. Mr. Leung is a
fellow member 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. Apart from his professional work,
Mr. Leung has actively participated in community affairs. He had been
a Regional Councillor for 5 years and a District Councillor for 18 years.
Mr. Leung is currently 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
and United Christian Nethersole Community Health Service Management
Committee. Mr. Leung was awarded a Badge of Honour by Her Majesty
Queen Elizabeth Il in 1994 for his service to the community. 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.
Mr. Leung is 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 (the
“Stock Exchange”).

Mr. Law Shu Sang Joseph, aged 53, was appointed as an
independent non-executive director of the Company since June 2012.
Mr. Law holds a Bachelor Degree in Accounting and is a member of
The Institute of Chartered Accountants in England and Wales and The
Hong Kong Institute of Certified Public Accountants. Mr. Law was active
in direct investment in the PRC. Prior to that, he held senior positions in
investment banking with major international investment banks in Hong
Kong. Mr. Law was an executive director of Soluteck Holdings Limited
(stock code: 8111, now known as China Technology Solar Power
Holdings Limited), a company listed on the Growth Enterprise Market of
the Stock Exchange.
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BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Wong Chi Keung, aged 58, was appointed as an independent
non-executive director of the Company since June 2012. Mr. Wong has
over 34 years of experience in finance, accounting and management.
He is a fellow member of The Hong Kong Institute of Certified Public
Accountants, The Association of Chartered Certified Accountants
and CPA Australia, and an associate member of The Institute of
Chartered Secretaries and Administrators and The Chartered Institute
of Management Accountants. Mr. Wong is also a Responsible Officer
for asset management, advising on securities and advising on corporate
finance for Greater China Capital Limited under the Securities and
Futures Ordinance of Hong Kong. Mr. Wong holds a master’s degree in
business administration from the University of Adelaide in Australia. Mr.
Wong was an executive director, the deputy general manager, group
financial controller and company secretary of Guangzhou Investment
Company Limited (stock code: 0123, now known as Yuexiu Property
Company Limited), a company listed on the Main Board of the Stock
Exchange, for over ten years. Mr. Wong is currently an independent non-
executive director and a member of the audit committee of each of Asia
Orient Holdings Limited (stock code: 0214), Asia Standard International
Group Limited (stock code: 0129), Century City International Holdings
Limited (stock code: 0355), China Nickel Resources Holdings Company
Limited (stock code: 2889), China Ting Group Holdings Limited (stock
code: 3398), EMN Holdings Limited (stock code: 0128), Golden Eagle
Retail Group Limited (stock code: 3308), Ngai Lik Industrial Holdings
Limited (stock code: 0332), PacMOS Technologies Holdings Limited
(stock code: 1010), Paliburg Holdings Limited (stock code: 0617),
Regal Hotels International Holdings Limited (stock code: 0078) and
TPV Technology Limited (stock code: 0903). All of these companies
are listed on the Main Board of the Stock Exchange. Mr. Wong is also
an independent non-executive director and a member of the audit
committee, the remuneration committee and the nomination committee
of First Natural Foods Holdings Limited (Stock Code: 1076) (as all the
resumption conditions have been fulfilled, the provisional liquidators have
been discharged by an order granted by the High Court of HKSAR on
4 September 2012), a company listed on the Main Board of the Stock
Exchange. Mr. Wong was an independent non-executive director of
FU JI Food and Catering Services Holdings Limited (stock code: 1175,
provisional liquidators appointed) for the period from 22 November 2004
to 24 June 2011, a company listed on the Main Board of the 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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The Company is committed to maintaining a high standard of corporate
governance. The Company firmly believes 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. During
the year ended 31 December 2012, the Company had published the
Memorandum of Association and Bye-Laws of the Company, the list of
directors and their role and function, revised the Terms of Reference (also
known as Charter) for its Audit Committee, Remuneration Committee
and Nomination Committee in order to fully comply with the amendments
to the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Listing Rules”) in relation to corporate
governance that took effect since 1 April 2012. The above mentioned
documents are available on the websites of the Stock Exchange (www.
hkexnews.hk) and of the Company (www.zhuguang.com.hk). The details
of the corporate governance practices of the Company are set out
below.

CORPORATE GOVERNANCE PRACTICES

In the opinion of the directors, the Company has complied with the
applicable code provisions set out in the Code on Corporate Governance
Practices (effective until 31 March 2012) and the Corporate Governance
Code (effective from 1 April 2012) (the “CG Code”) contained in
Appendix 14 of the Listing Rules during the year ended 31 December
2012, except for the following deviations:

Under code provision A.4.2 of the CG Code, every director should
be subject to retirement by rotation at least once every three years.
Pursuant to the Bye-Laws No. 87(1) 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 strategies. As
such, the Board is of the view that the Chairman of the Board should not
be subject to retirement by rotation.

In respect of code provision A.6.7 of the CG Code, Dr. Zhang Jianqji,
an independent non-executive director of the Company, did not attend
the annual general meeting of the Company held on 5 June 2012 due to
personal commitments.
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According to Rule 3.10(1) of the Listing Rules, the Company should
appoint and maintain at least three independent non-executive directors.
Dr. Liang Tongying resigned as an independent non-executive director,
a member of the Audit Committee, a member of the Remuneration
Committee and the Chairman and member of the Nomination
Committee of the Company on 1 May 2012 resulting that the number of
the independent non-executive directors and the member of the Audit
Committee of the Company fell below the minimum number required
under Rules 3.10(1) and 3.21 of the Listing Rules. On 5 June 2012
after the conclusion of the annual general meeting, Mr. Law Shu Sang
Joseph and Mr. Wong Chi Keung were appointed as independent non-
executive directors of the Company. Mr. Law Shu Sang Joseph was
also appointed as a member of the Audit Committee, a member of
the Remuneration Committee and the Chairman and member of the
Nomination Committee of the Company. Mr. Wong Chi Keung was also
appointed as a member of the Audit Committee and the Chairman and
member of the Remuneration Committee of the Company. Following the
appointments of Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung,
the Company has three independent non-executive directors and three
members of the Audit Committee of the Company, being the requisite
number of independent non-executive directors and member of the
Audit Committee of the Company pursuant to Rules 3.10(1) and 3.21
of the Listing Rules. The Company fell short of one independent non-
executive director and one Audit Committee member during the period
from 1 May 2012 to 5 June 2012 prior to the conclusion of the annual
general meeting.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as contained in
Appendix 10 of the Listing Rules as its own code of conduct regarding
securities transactions by directors. Special enquiry has been made to all
directors, and all directors have confirmed that they have complied with
the required standards set out in the Model Code for the year ended
31 December 2012,
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BOARD OF DIRECTORS

II

The Responsibilities of The Board

The principal functions of the Board are to consider, set and
approve the strategies, financial objectives, annual budget,
investment proposals, director appointment and re-appointment,
and accounting policies of the Group. The Board is responsible
for performing the corporate governance functions set out in
D.3.1 of the CG Code. The Board also reviews the Group’s
financial performance, identifies principal risks of the Group’s
business and ensures implementation of appropriate systems to
manage these risks. The day-to-day operations of the Group are
delegated to the management of the Group.

Board Composition

As at 31 December 2012, the Board consists of a total of
seven directors, comprising four executive directors and three
independent non-executive directors. The independent non-
executive directors are expressly identified in all corporate
communications that disclose the names of directors of the
Company. The number of independent non-executive directors
exceeds one-third of the Board. The directors have professional
background in property development, finance, taxation,
investment and management, respectively. They have extensive
experience and independent views in their respective areas of
expertise so that they can provide professional advice in respect
of the long-term development of the Company. The Company
has formal letter of appointment for all directors setting out the
key terms and conditions relative to their appointment.
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During the year, Dr. Liang Tongying resigned as an independent
non-executive director of the Company on 1 May 2012.
Dr. Zhang Jianqi retired as an independent non-executive director
of the Company at the annual general meeting held on 5 June
2012. On 5 June 2012 after the conclusion of the annual general
meeting, Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung
were appointed as independent non-executive directors of the
Company.

The composition of the Board of the Company during the year
ended 31 December 2012 and up to the date of this report was
as follows:

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 Vi)

Mr. Huang Jia Jue

Independent non-executive directors:

Mr. Leung Wo Ping upP

Mr. Law Shu Sang Joseph (Appointed on 5 June 2012)
Mr. Wong Chi Keung (Appointed on 5 June 2012)

Dr. Zhang Jiangi (Retired on 5 June 2012)

Dr. Liang Tongying (Resigned on 1 May 2012)
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The Company’s Deputy Chairman, Chief Executive Officer
and executive director, Mr. Chu Hing Tsung and the executive
director, Mr. Chu Muk Chi are brothers. Biographical details of
the directors and the relationship between Board members are
set out in the section headed “BIOGRAPHY OF DIRECTORS
AND SENIOR MANAGEMENT” of this annual report. Save as
disclosed above and in the “BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT” section of this annual report, none of
the directors of the Company has any financial, business, family
or other material/relevant relationships with one another.

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. During the year ended 31 December
2012, except for the deviation from Rule 3.10(1) of the Listing
Rules as mentioned in the section headed “CORPORATE
GOVERNANCE PRACTICES” of this annual report, the
Company met the requirements of the Listing Rules relating to
the appointment of at least three independent non-executive
directors. Throughout the year, the Board at all times fully
complied with Rule 3.10(2) of the Listing Rules that at least one
of the independent non-executive directors has professional
qualifications, or accounting or related financial management
expertise.

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.

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.
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BOARD MEETING AND ANNUAL GENERAL
MEETING

The Board meets regularly and as warranted by particular circumstances.
Notices and agendas are prepared by the Company Secretary as
delegated by the Chairman of the Board and distributed to the Board
members within reasonable time before the meetings. Relevant meeting
papers are also sent to directors well before the meetings, informing
them of the background and giving explanation on matters to be brought
before the Board. All directors are given the opportunity to include
matters in the agendas for Board meetings. Draft and final versions of
the minutes of Board meetings are sent to all directors for their comment
and records, respectively, within a reasonable time after the board
meeting and are kept by the Company Secretary.

During the financial year ended 31 December 2012, the directors
have made active contribution to the affairs of the Group and eight
Board meetings were held to consider, among other things, various
transactions contemplated by the Group, the appointment and
resignation of directors, and to review and approve the interim results
and annual results of the Group. To ensure the directors to make
decisions objectively and in the interests of the Company, Bye-Laws
No.103(1) of the Company provides that any director shall abstain from
voting on any resolutions in which he or his associates is/are materially
interested nor be counted in the quorum of the meeting. Any Board
meeting in which a director was abstained from voting nor be counted in
the quorum of the meeting shall not be taken into account in determining
that director’s attendance record.

The Chairman of the Board, Chairman of the Audit Committee, a
member of the Remuneration Committee, members of the Nomination
Committee and the Company’s external auditor all attended the 2012
annual general meeting (2012 AGM”) and were available to answer
questions.
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The individual attendance of each director in these Board meetings and S XZEFEEEZEeH 20 12KREFAF RS
the 2012 AGM is as follows: HE s

Attended/Eligible to attend

HERY / aEBHERY

Notes Board meetings 2012 AGM

liEss EFg9R 2012 RAFEXRE
Executive Directors BITEF
Mr. Liao Tengjia BleExE 2/4 1/1
Mr. Chu Hing Tsung KEREAE 2/4 0/1
Mr. Chu Muk Chi KRz 1/4 0/1
Mr. Huang Jia Jue EEBTE 8/8 1/1
Independent Non-Executive BIUFRITES

Directors

Mr. Leung Wo Ping uP RS AF st 8/8 1/1
Mr. Law Shu Sang Joseph ERT A ST () 3/4 0/0
Mr. Wong Chi Keung =W (ii 4/4 0/0
Dr. Zhang Jianqi REFE LT (iif) 3/3 0/1
Dr. Liang Tongying R EEL (iv) 2/3 0/0
Notes: Bt

)R

i) Appointed on 5 June 2012 ( R FXNARAEZE
Appointed on 5 June 2012 (i) A\—Z——FARBEZT

i Retired on 5 June 2012 (iil R-—E——FXARBARE

V) Resigned on 1 May 2012 (iv) RN_T——FhHA—HET

NON-EXECUTIVE DIRECTORS JEIfTESR

Code Provision A.4.1 of the CG Code stipulates that non-executive — 1>EEATRIEX E ALK » JEBTTE
directors should be appointed for a specific term and subject to re- FRIEEEEEWAEEET - A2 5T
election. Each of the independent non-executive directors of the I IEITEEHBEENIETER - 5
Company was appointed for a term of two years. Newly appointed ~ AMF o FIETHBIIENITE SIEHARER LR
independent non-executive directors shall be subject to re-election at the T 7 IREAF RS EFRIE(T - FTEELIE
next annual general meeting subsequently held. All of the independent ~ H\fTEEHBEET = FémmnR(E - WEEZEE
non-executive directors are subject to retirement by rotation once every BT o

three years and should be subject to re-election.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code provision of the CG Code 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 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.

DIRECTORS’” CONTINUOUS PROFESSIONAL
DEVELOPMENT

Every newly appointed director has been given a comprehensive,
formal and tailored induction on appointment. A package, which has
been compiled and reviewed by the Company’s legal advisers, setting
out the duties and responsibilities of directors under the Listing Rules,
the Companies Ordinance and other related ordinances and relevant
regulatory requirements of Hong Kong is provided to each newly
appointed director.

Pursuant to A.6.5 of the CG Code, directors should participate in
appropriate continuous professional development to develop and
refresh their knowledge and skills to ensure that their contribution to the
Board remains informed and relevant. All directors are encouraged to
attend relevant training courses to ensure that they are fully aware of the
responsibilities and obligations of directors under the Listing Rules and
relevant regulatory requirements.
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Pursuant to the requirements of the CG Code, all directors should
provide their records of continuous professional development to the
Company. According to the records provided by the directors, the
training received by them during the year 2012 is summarized as follows:

BECEEATHZER  IBEFARARN
AR ES A 2 FEEEERIE - BREE
FREMRE  EER T —FEINE
BEmT

Training received

Bz I
Notes
B 5T
Executive Directors HBIiTERE
Mr. Liao Tengjia BELE M@
Mr. Chu Hing Tsung KEMEAE M@
Mr. Chu Muk Chi KR A M@
Mr. Huang Jia Jue BEBLE M@
Independent Non-Executive BUFRITEE
Directors
Mr. Leung Wo Ping Jp RRE ATt ®3)
Mr. Law Shu Sang Joseph B A (€)
Mr. Wong Chi Keung B ETE (M2)()
Notes: PR EE
1) Reading guidelines for directors issued by the Companies Registry of (1) HEmEEARRMEREEESE 7%

Hong Kong and The Hong Kong Institute of Directors.

) Watching webcast on corporate governance addressed by the Listing
Division of the Stock Exchange.

Q) Participation in continuous professional development seminars/
conferences/ courses/workshops on subjects relating to directors’ duties,
corporate governance and other relevant topics organized by professional
bodies.

The directors confirmed that they have complied with A.6.5 of the CG
Code effective on 1 April 2012 on directors’ continuous professional
development.
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BOARD COMMITTEES

The Board has set up three specialized committees, namely the
Audit Committee, the Remuneration Committee and the Nomination
Committee to oversee particular aspects of the Company’s affairs. The
three committees are established with defined written terms of reference
approved by the Board, which set out the committees’ major duties.
These are now posted on the websites of the Stock Exchange and
of the Company and are available to shareholders. Members of these
committees mainly are independent non-executive directors. The list of
the Chairman and of members of each committee is set out in each of
the following Board committee section. The meeting procedures follow
the statutory procedures for Board meetings.

The committees are provided with sufficient resources to discharge
their duties and in appropriate circumstances, the Company can retain
external auditors, financial advisers and lawyers and other relevant
independent professionals to provide independent professional advice to
assist members of the committees in fulfilling their responsibilities.

1 Audit Committee

The Company established the Audit Committee in 1999 with
specific written terms of reference in accordance with the
requirement of the Stock Exchange which deal clearly with its
authority and duties.

During the year, Dr. Liang Tongying resigned as a member of
the Audit Committee on 1 May 2012 resulting that the number
of Audit Committee member fell below the minimum number
required under Rule 3.21 of the Listing Rules. On 5 June 2012
after the conclusion of the annual general meeting, Mr. Law
Shu Sang Joseph and Mr. Wong Chi Keung were appointed as
members of the Audit Committee. Following the appointments
of Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung, the
Company has three members of the Audit Committee, being the
requisite number of member of the Audit Committee pursuant
to Rule 3.21 of the Listing Rules. The Company fell short of one
Audit Committee member during the period from 1 May 2012 to
5 June 2012 prior to the conclusion of the annual general
meeting.

The current members of the Audit Committee include three
independent non-executive directors: Mr. Leung Wo Ping Jp,
Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung. Mr. Leung
Wo Ping Jp is the Chairman of the Audit Committee.
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In order to comply with the amended CG Code, the Board adopted
the revised Terms of Reference (also known as Charter) of the Audit

Committee on 29 March 2012. The major roles and functions of the

Audit Committee are as follows:

1

The Audit Committee is to consider, and to make recommendation
to the Board on the appointment, reappointment and removal
of the external auditor, and to approve the audit fee and other
terms of engagement of the external auditor, and any questions
of its resignation or dismissal; to review and monitor the external
auditor’s independence, objectivity and the effectiveness of
the audit process in accordance with applicable standards; to
discuss with the external auditor before the audit commences
in respect of the nature and scope of the audit and reporting
obligations;

to monitor integrity of the Company’s financial statements and
annual report and accounts, half-year report and to review
significant financial reporting judgements contained in them;

to review the procedures of financial reporting, internal control
and risk management, and ensuring that management has
discharged its duty to establish an effective internal control
system; and

to review the external auditor’'s management letter, and material
queries raised by the external auditor to management in respect
of the accounting records, financial accounts or systems of
control as well as management’s response to the points raised;
to ensure that the Board responds promptly to the matters raised
by the external auditor in the management letter.

The Audit Committee shall meet with the external auditor without the
presence of executive directors to discuss the Group’s financial reporting

and any major and financial matters arising during the year under review

at least twice a year.
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The Audit Committee met twice in 2012. Individual attendance of each
committee member is set out as below:

SRR R

“E-CFHEBETMREREZE
€% - BERBZHFeRELEN T

Attended/

Notes Eligible to attend

BisE HERE / SFBHERE

Mr. Leung Wo Ping Jp (Chairman) BRF et (FFE) 2/2
Mr. Law Shu Sang Joseph EEERE (i) 1/1
Mr. Wong Chi Keung EHIREE (ii) 1/1
Dr. Zhang Jianqi REWELT (i) 1/1
Dr. Liang Tongying S 7 Y (iv) 1/1

Notes:
(i) Appointed on 5 June 2012.
(ii) Appointed on 5 June 2012.

(iii) Retired on 5 June 2012.
(iv) Resigned on 1 May 2012.

During the financial year ended 31 December 2012, the Audit Committee
has met with the external auditor twice to discuss the general scope
of their audit work and the audit findings. The Audit Committee also
reviewed the Group’s annual audited results for the year ended
31 December 2011 and unaudited interim results for the period ended
30 June 2012 and was of the opinion that the preparation of such results
complied with the applicable accounting standards and requirements
and that adequate disclosures had been made and submitted them
to the Board for approval. In addition, the Audit Committee also made
evaluation on the effectiveness of the financial reporting, internal control
and risk management systems of the Group.

[0} R_E——FARBEEERT-
(i) RZE——FAABEEFE-
(iil RZE—ZFARHRME-
(iv) R_Z——FRA—HEHT -

RBZE_Z——F+_A=+—BLLHERFE
N BZEZEEC & RINSAZBEN MR AR ]
HEZTEZ —RBEERTmBZER  LO
BEHNAKERHE_T——F+-_A=1+—HLt
FEEEGFERAEBBE_Z——FA
=THIERZREERTHRRE ERAE
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B R AR RS -

POLVER AR M A RAT
TR TARAER

39



40 |

CORPORATE GOVERNANCE REPORT

BRI
I Remuneration Committee

The Company established the Remuneration Committee in
September 2005 with specific written terms of reference in
accordance with the requirement of the Stock Exchange which
deal clearly with its authority and duties. The Remuneration
Committee has adopted the approach under code provision
B.1.2(c)(ii) of the CG Code and made recommendations to
the Board on the Group’s overall policy and structure for the
remuneration of directors and senior management.

During the year, Dr. Liang Tongying resigned as a member of
the Remuneration Committee on 1 May 2012. Dr. Zhang Jianqi
retired as the Chairman and member of the Remuneration
Committee at the annual general meeting held on 5 June 2012.
On 5 June 2012 after the conclusion of the annual general
meeting, Mr. Wong Chi Keung was appointed as the Chairman
and member of the Remuneration Committee. Mr. Law Shu
Sang Joseph was appointed as a member of the Remuneration
Committee.

The Remuneration Committee comprises an executive director,
Mr. Huang Jia Jue and two independent non-executive directors,
Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung. Mr. Wong
Chi Keung is the Chairman of the Remuneration Committee.

In order to comply with the amended CG Code, the Board
adopted the revised Terms of Reference (also known as Charter)
of the Remuneration Committee on 29 March 2012. The major
roles and functions of the Remuneration Committee are as
follows:

(1) to make recommendations to the Board on the
Company’s policy and structure for all directors’
and senior management’s remuneration and on the
establishment of a formal and transparent procedure for
developing remuneration policy;

2 to review and approve the management’s remuneration
proposals with reference to the Board’s corporate goals
and objectives;

3) to determine with delegated responsibility and make
recommendations to the Board on the remuneration
packages of individual executive directors and senior
management, including benefits in kind, pension rights
and compensation payment (including any compensation
payable for loss or termination of their office or
appointment);

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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(4)  to make recommendations to the Board on the (M) RESLERIIENTESHNET
remuneration of non-executive directors; S
(5)  to consider salaries paid by comparable companies, () ZEREARZNHHH - A
time commitment and responsibilities and employment A< H A B P R Bk B DA K &R B A
conditions elsewhere in the Group; EL A BB H) 1R FR R M
6) to review and approve compensation payable to (X)) B ERERRITEERSR
executive directors and senior management for any loss B ABIBEEA LKL
or termination of office or appointment to ensure that it is B EAEmMAZTHEE
consistent with relevant contractual terms and otherwise LMJE{% ZEREMS LER—
fair and not excessive; B BAARBEEE KRR —E
BEMNERATEE  TEBREZ
(7)  to review and approve compensation arrangements () BIAR#ERESITAXEM
relating to dismissal or removal of directors for misconduct FRESNEERBRESY L
to ensure that they are consistent with contractual terms BEEZHE - A ﬁ@% ZE i HE
and otherwise reasonable and appropriate; and ARG - BEREEEAEY
BR—% EEBENEEE
HE Rk
(8)  to ensure that no director or any of his associates is () HBEREMESEIEEMERA
involved in deciding his own remuneration. TG 2T M B AN o
The Remuneration Committee met once in 2012. Individual attendance  FMEZE@E T ——FHBIT—KEZEEY
of each committee member is set out as below: % HRKBZHEERLENT
Attended/
Notes Eligible to attend
Likz3 HERE / aFBHERE
Executive Director HITEF
Mr. Huang Jia Jue =HEBLEE 1/1
Independent Non-Executive Director BUFHITEE
Mr. Wong Chi Keung (Chairman) B|ZOREE () (i 0/0
Mr. Law Shu Sang Joseph RS (ii) 0/0
Dr. Zhang Jiangi KRBT (i) 1/1
Dr. Liang Tongying A EELT (iv) 0/0
Notes: k=3
(i) Appointed on 5 June 2012. (i) RZE—ZFRARBREELE-
(i) Appointed on 5 June 2012. (i) RZE—ZFRARBREELE-
(i) Retired on 5 June 2012. (ii) RZE—ZFRARBERME-
(iv) Resigned on 1 May 2012. (iv) RZE—Z—FRA—HEHE -
During the meeting, the Remuneration Committee discussed the  REZEHE @ FNZEeHTEFSHEEE

remuneration package for the independent non-executive directors
whom the Board intended to appoint. It also reviewed the overall
remuneration policy of the Group and recommended to the Board the
salaries and bonus of the executive directors, the independent non-

executive directors and certain members of senior management.

ZHENIFAITE R Z H N

78 - WEMEEE
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BRI
III  Nomination Committee

The Company established the Nomination Committee in
September 2005 with specific written terms of reference in
accordance with the requirement of the Stock Exchange which
deal clearly with its authority and duties.

During the year, Dr. Liang Tongying resigned as the Chairman
and member of the Nomination Committee on 1 May 2012. On
5 June 2012 after the conclusion of the annual general meeting,
Mr. Law Shu Sang Joseph was appointed as the Chairman and
member of the Nomination Committee.

The Nomination Committee comprises an executive director,
Mr. Huang Jia Jue and two independent non-executive directors,
Mr. Leung Wo Ping up and Mr. Law Shu Sang Joseph. Mr. Law
Shu Sang Joseph is the Chairman of the Nomination Committee.

In order to comply with the amended CG Code, the Board
adopted the revised Terms of Reference (also known as Charter)
of the Nomination Committee on 29 March 2012. The major roles
and functions of the Nomination Committee are as follows:

(1) to review the structure, size and composition (including
the skills, knowledge and experience) of the Board at least
annually and make recommendations on any proposed
changes to the Board to complement the Company’s
corporate strategy;

2) to identify individuals suitably qualified to become Board
members and select or make recommendations to
the Board on the selection of individuals nominated for
directorship;

3) to assess the independence of the independent non-
executive directors; and

4) to make recommendations to the Board on the
appointment or re-appointment of directors and
succession planning for directors, in particular the
Chairman and the Chief Executive Officer.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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The Nomination Committee adopts certain criteria and  RHZEEERAE TERIREF ABGE RIER

procedures in the nomination of new directors. The major criteria ~ EZEREA - BAREEZEBFESE AEN

include the candidates’ professional background, especially their ~ EXE & + LHEEAREEAETEMNLR

experience in the industry of the Group’s business; their financial BEREMBUAR TIEZ HBERER LT

management experience and past track record with other similar ~ #& ' W2 EERE R HEM G #H 2 THHER - I8

companies; and the recommendations from the management ~ &“ZEE®FELREAERE  BHEFEE

team and other knowledgeable individuals. The Nomination — HIf&HLAE o

Committee will shortlist the candidates and then submit to the

Board for final approval.

The Nomination Committee met once in 2012. Individual Tm%é,\aﬁ T FHABRT-RELESY

attendance of each committee member is set out below: c HHKE MR EgHEALHNT

Attended/

Notes Eligible to attend
BiteE HEXRE/ aFRHERSE

Executive Director HITEE

Mr. Huang Jia Jue EEBTE 1/1

Independent Non-Executive Director BiIIFHITESE

Mr. Law Shu Sang Joseph (Chairman) ERIESRAE () () 0/0

Mr. Leung Wo Ping Jp RS ATt 1/1

Dr. Liang Tongying g7 i (ii) 0/0

Notes: PiE -

0] Appointed on 5 June 2012. i) RZE—ZFARBESF-

(ii) Resigned on 1 May 2012.

(ii) R-E——FRA—HET-
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During the meeting, the Nomination Committee reviewed the
structure, size and composition of the Board, considered
the suitability of the appointment of individuals nominated for
directorship, assessed whether the independence of independent
non-executive directors complied with the relevant requirements
under the Listing Rules, and the suitability of the re-election of the
directors who were 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.

In 2012, the Company strengthened the internal control and risk
management by adjusting certain critical business processes of the
Group. The management team in-charge mainly focused on the
improvement of the management system and workflow in the aspect of
financial management and thus making the internal controls procedures
in these areas more systematic and more effective.

During the year, the Group carried out an internal audit with the purpose
to assess the effectiveness and to identify the related risks of the internal
controls system of the Group, and to provide an independent appraisal
of the Group’s financial and operational activities. The findings of the
internal audit were reported to the Audit Committee and the senior
management concerned. Relevant personnel were responsible to follow
up with the corrective actions on the report to ensure that all issues have
been satisfactorily resolved.

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.
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CORPORATE GOVERNANCE FUNCTIONS

The Company is committed to enhancing its corporate governance
practices relevant to the model and growth of its business. In order to
achieve a right balance between governance and performance, the
Board is responsible for introducing and proposing relevant principles
concerning corporate governance so as to enhance the standard of
corporate governance of the Company. The Board is responsible for
performing the corporate governance functions set out in D.3.1 of the
CG Code and has established the following corporate governance duties
to serve this purpose:

—
—

) develop and review the Company’s policies and practices on
corporate governance and make recommendations to the Board;

) review and monitor the training and continuous professional
development of directors and senior management;

3 review and monitor the Company’s policies and practices in
compliance with legal and regulatory requirements; and

(4) review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.

There was no meeting held by the Board in respect of corporate
governance functions during the year ended 31 December 2012.
However, the Company has from time to time provided updated
information to the directors and management on the relevant rules and
regulations relating to corporate governance, ensuring that they have a
proper understanding of the latest development of the best corporate
governance practice.

AUDITOR’S REMUNERATION

During the year, the remuneration paid to the Company’s auditor, RSM
Nelson Wheeler, is set out as follows:

SRR R
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Fee paid/payable

B2t/ EBHER

HK$’'000

Nature of services REHEYE FET
Audit services FiH R 1,380
Other services H b AR7% 470
Total @5t 1,850
Bt AL A FRA

—F AR
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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
2012, which were prepared in accordance with statutory requirements
and applicable accounting standards. The directors are responsible for
ensuring that appropriate accounting policies are selected and applied
consistently, and that judgement and estimates made are prudent and
reasonable.

In respect of code provision C.1.3 of the CG Code, directors are not
aware of material uncertainties relating to events or conditions that may
cast significant doubt upon the Company’s ability to continue as a going
concermn.

The reporting responsibilities of the external auditor on the financial
statements are set out in the “Independent Auditor’s Report” on pages
62 to 63.

SHAREHOLDERS’ RIGHTS

The Company treats all shareholders equally and ensures that
shareholders’ rights are protected and every convenience is provided
to exercise their rights in many ways that they should receive. The
Memorandum of Association and Bye-Laws of the Company sets out
the rights of our shareholders.

(1) Rights and procedures for shareholders to convene
special general meeting (“SGM”)

Pursuant to the Company’s Bye-Laws No.58, shareholders
holding not less than one-tenth of the paid-up capital of the
Company and carrying the right of voting at general meetings
may request the Company to convene a SGM by sending a
written requisition to the Board or the Company Secretary. The
objects of the meeting must be stated in the written requisition.
The requisition must be signed by the requisitionists and
deposited at the Company Secretary at the Company’s Hong
Kong Office at 21/F., Chu Kong Shipping Tower, 143 Connaught
Road Central, Hong Kong. Before convening the SGM of the
Company, the request will be verified with the Company’s Share
Registrar in Bermuda or the Hong Kong branch Share Registrar
with their confirmation that the request is proper and in order.
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If the directors do not within 21 days from the date of the deposit
of the requisition proceed duly to convene a meeting, the
requisitionists, or any of them representing more than one half of
the total voting rights of all of them, i.e. shareholders holding not
less than one-twentieth of the paid-up capital of the Company,
may themselves convene a meeting in accordance with the
requirements and procedures set out in Sections 74(3) and 74(4)
of the Bermuda Companies Act 1981 (as amended), but any
meeting so convened shall not be held after the expiration of
three months from the said date.

Rights and procedures for shareholders to make
proposals at general meetings

(i) Rights and procedures for proposing a person for election as

a director at a general meeting are as follows:

Pursuant to the Company’s Bye-Laws No0.88, no person,
other than a retiring director, shall, unless recommended
by the Board of directors for election, be eligible for
election to the office of director at any general meeting,
unless notice in writing of the intention to propose that
person for election as a director and notice in writing
by that person of his willingness to be elected including
that person’s biographical details as required by Rule
13.51(2) of the Listing Rules, shall have been lodged at
the Company’s Hong Kong Office at 21/F., Chu Kong
Shipping Tower, 143 Connaught Road Central, Hong
Kong, or at the the Hong Kong branch Share Registrar
provided that the minimum length of the period, during
which such notice is given, shall be at least 7 days before
the date of the general meeting.

If the notice is submitted after the dispatch of the notice
of the general meeting appointed for such election, the
period for lodgment of such notice shall commence on
the day after the dispatch of the notice of the general
meeting appointed for such election and end no later than
7 days prior to the date of such general meeting.

If the notice is received less than 10 business days prior to
the date of such general meeting, the Company will need
to consider the adjournment of such general meeting in
order to allow shareholders 14 days’ notice (the notice
period must include 10 business days) of the proposal.
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(ii)

The procedures for shareholders to propose for election
as a director is posted on the Company’s website
(www.zhuguang.com.hk).

Rights and procedures for proposing resolution to be put

forward at a general meeting are as follows:

Pursuant to Sections 79 and 80 of the Bermuda
Companies Act 1981 (as amended), (i) shareholders
holding not less than one-twentieth of the total voting
rights or (ii) not less than 100 shareholders, is entitled
to request the Company to give shareholders notice of
a resolution which is intended to be moved at the next
annual general meeting (“AGM”) or SGM. A written notice
to that effect signed by the requisitionists with contact
information must be deposited at the Company’s Hong
Kong Office at 21/F., Chu Kong Shipping Tower, 143
Connaught Road Central, Hong Kong. (addressed to the
Company Secretary). The notice shall contain, inter alia, a
description of the proposed resolution desired to be put
forward at the meeting, the reasons for such a proposal
and any material interest of the proposing shareholder
in such a proposal. The request will be verified with the
Company’s Share Registrar in Bermuda or the Hong
Kong branch Share Registrar and upon their confirmation
that the request is proper and in order, the Company
Secretary will ask the Board to include the resolution in
the agenda for the general meeting.

The notice period to be given to all the shareholders for
consideration of the proposal raised by the shareholders
concerned at AGM or SGM varies according to the nature
of the proposal, details are as follows:

° At least 14 days’ notice (the notice period must
include 10 business days) in writing if the proposal
constitutes an ordinary resolution of the Company
in SGM.
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o At least 21 days’ notice (the notice period must
include 20 business days) in writing if the proposal
constitutes an ordinary resolution of the Company
in AGM or a special resolution of the Company in
AGM or SGM.

In the event of failure in serving the notice to the Company by the
requisitionist within reasonable time, the Company reserves the
right to claim from the requisitionist any expenses incurred by the
Company in serving the notice of the resolution and circulating
the statement given by that requisitionist to all shareholders in
accordance with the requirements under the Listing Rules (unless
the Company otherwise resolves).

The rights and procedures for proposing resolution to be put
forward by shareholders at a general meeting is posted on the
Company’s website (www.zhuguang.com.hk).

(3)  Procedures to send enquiries to the Board

Any enquiry is welcome to be presented to the Board by
shareholders and any proposal relating to the business, strategy
and management of the Company is welcome to be presented at
general meeting for review and discussion. It can be submitted in
writing with contact information and deposited at the Company
Secretary at the Company’s Hong Kong Office at 21/F., Chu
Kong Shipping Tower, 143 Connaught Road Central, Hong
Kong.

COMPANY SECRETARY

Pursuant to the requirements of Rule 3.29 of the Listing Rules, the
Company Secretary of the Company, Mr. Yu Tat Chi Michael confirmed
that he had taken no less than 15 hours of relevant professional training
during the year ended 31 December 2012,

MEMORANDUM OF ASSOCIATION AND
BYE-LAWS

During the year, the Company has not made any changes to its
Memorandum of Association and Bye-Laws. An up-to-date version
of the Memorandum of Association and Bye-Laws is available on
the websites of the Stock Exchange (www.hkexnews.hk) and of the
Company (www.zhuguang.com.hk).
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COMMUNICATION WITH SHAREHOLDERS

The Board recognizes the importance of good communication with
shareholders. Information in relation to the Company is disseminated to
shareholders in a timely manner through a number of formal channels, which
include interim and annual reports, announcements and circulars. Such
published documents together with the latest corporate information are also
made available on the welbsite of the Company (www.zhuguang.com.hk).

The AGM of the Company provides a useful platform for shareholders
to exchange views with the Board. The Chairman of the Board and
the Chairman of each committee are available at the AGM to answer
questions from shareholders in respect of the matters that they are
responsible and accountable for. The external auditor is also available
at the AGM to assist the directors in addressing any relevant queries by
shareholders. To ensure the Board is maintaining an on-going dialogue
with shareholders, shareholders are encouraged to attend the AGM
or other general meetings of the Company. The AGM notice is sent to
shareholders at least 20 clear business days before the AGM. The notice
is also published on the websites of the Stock Exchange (www.hkexnews.hk)
and of the Company (www.zhuguang.com.hk). Separate resolutions are
proposed at the general meetings on each substantially separate issue.
A shareholder is permitted to appoint any number of proxies to attend
and vote on his behalf. All resolutions put forward at shareholders’
meetings will be voted by poll pursuant to the Listing Rules and the poll
voting results will be posted on the websites of the Stock Exchange and
of the Company immediately after the relevant general meetings.

To ensure effective communication with the shareholders, the Company
highly values any opinion from shareholders. Comments and suggestions
are welcomed and can be addressed to the Company by mail to the
Company’s Hong Kong Office at 21/F., Chu Kong Shipping Tower, 143
Connaught Road Central, Hong Kong.
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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 2012.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 44 to the financial statements.

SEGMENT INFORMATION

An analysis of the performance of the Group by principal activities is set
out in note 8 to the financial statements.

DIVIDENDS

The directors do not recommend the payment of any dividend for the
year 2012 (2011 nil).

FIVE-YEAR FINANCIAL SUMMARY

A five year financial summary of the Group is set out on page 158.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2012 and the
state of affairs of the Group are set out in the financial statements on
pages 64 to 157.

RESERVES

Movements in reserves of the Group during the year is set out in the
financial statements on page 67.

DISTRIBUTABLE RESERVES OF THE
COMPANY

As at 31 December 2012, the Company’s reserves available for
distribution, computed in accordance with the Companies Act 1981 of
Bermuda (as amended), amounted to approximately HK$746,494,000
(2011: HK$736,391,000).

DONATIONS

No donations were made to charities by the Group during the year (2011:
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 17 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 159.

INVENTORIES

Inventories consist of properties for sale under development and
properties held for sale. Movements in inventories of the Group during
the year are set out in note 22 to the financial statements. Particulars of
the properties of the Group are set out on pages 159 to 160.

SHARE CAPITAL

Details of share capital of the Company are set out in note 35 to the
financial statements.

BORROWINGS

Particulars of the bank loans and other borrowings of the Group as at
31 December 2012 are set out in note 31 to the financial statements.
Particulars of the finance lease payables of the Group as at 31 December
2012 are set out in note 32 to the financial statements.

INTEREST CAPITALISED

Interest capitalised by the Group during the year amounted to
approximately HK$8,309,000 (2011: HK$1,299,000). Details of which
are set out in note 10 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 45 to
the financial statements.
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MAJOR CUSTOMERS AND SUPPLIERS

The information on turnover and purchases attributable to the major
customers and suppliers of the Group for the year is as follows:

DIRECTORS’ REPORT
HF O E

FEREP LA E

AEETERFP REEARAEREREEZ
EBIRBZHBOT

2012 2011
—=2——F —E——fF
% %

Turnover =L
The largest customer BAEP 14 100
Five largest customers in aggregate ~ A AR 4258 18 100

Purchases REE

The largest supplier BAHIER 31 30
Five largest suppliers in aggregate AR ER 4 EE 81 64

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:

Mr. Liao Tengjia

Mr. Chu Hing Tsung (alias Mr. Zhu Qing Yi)

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

Mr. Huang Jia Jue

Mr. Leung Wo Ping JP*

Mr. Law Shu Sang Joseph * (Appointed on 5 June 2012)

Mr. Wong Chi Keung * (Appointed on 5 June 2012)

Dr. Zhang Jianqi * (Retired on 5 June 2012)

Dr. Liang Tongying * (Resigned on 1 May 2012)

* Independent non-executive director

Mr. Chu Hing Tsung and Mr. Huang Jia Jue 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.

Mr. Law Shu Sang Joseph and Mr. Wong Chi Keung will retire from
office at the forthcoming annual general meeting in accordance with Bye-
Laws No. 86(2) of the Company and being eligible, will offer themselves
for re-election.
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CHANGES IN INFORMATION OF
DIRECTORS

Pursuant to Rule 13.51 (B) of the Listing Rules, there are changes in
the information required to be disclosed pursuant to paragraph (a) to
(e) and (g) of Rule 13.51 (2) of the Listing Rules during the course of the
directors’ term of office. Mr. Wong Chi Keung, an independent non-
executive director of the Company, is also an independent non-executive
director of First Natural Foods Holdings Limited (“First Natural Foods”,
Stock Code: 1076), a company listed on the Main Board of the Stock
Exchange. On 4 September 2012, as all the resumption conditions have
been fulfilled, the provisional liquidators of First Natural Foods have been
discharged by an order granted by the High Court of HKSAR.

Save as disclosed above, there are no other matters that need to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

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’ EMOLUMENTS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the directors’ emoluments and those of the five highest paid
individuals of the Group for the year ended 31 December 2012 are set
out in note 13 to the financial statements.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES

As at 31 December 2012, the interests and short positions of the
directors or chief executives of the Company in the shares and
underlying shares (as the case may be) of the Company and its
associated corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO”)) which was required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests and short positions which
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any such director or chief executive is taken or deemed to have under

such provisions of the SFO) or which was required to be entered into

the register required to be kept by the Company pursuant to section

352 of the SFO or which was otherwise required to be notified to the

Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Issuers (the “Model Code”)
as contained in Appendix 10 of the Listing Rules:

(i)  Interest and short position in shares

Name of director

DIRECTORS’ REPORT
HF O E

]2 % F X EERT RIEA 2 KR
B HBREREZ M EERMIF 352 R A
BMARBFEZECMzBmgRR AR
B EMRRIM ST AE ET AR EEETE
#R RS ([FETA]) MEARF]
KR P2 R SORRIAT

() Rz REE IR

Approximate
percentage

Total number of total

of the Company Nature of interest of shares issued shares
EEBT

BiniEsz

EAFEEHR k=331 i ESI=Rs A
Mr. Liao Tengjia Interest of a controlled 2,470,018,000 (L) 67.56% (L)
BRERE corporation 70,528,079 (S) 1.92% (S)

Mr. Chu Hing Tsung
REMEE

REHAE 2 s

Interest of a controlled
corporation
RPEHER s

(L) Long position
(S) Short position

Note:

Rong De Investments Limited (“Rong De”) is legally and
beneficially owned as to 36.00% by Mr. Liao Tengjia and as to
34.06% by Mr. Chu Hing Tsung. Mr. Liao Tengjia and Mr. Chu
Hing Tsung are deemed to be interested in the 2,470,018,000
shares beneficially owned by Rong De under the SFO. Among
the shares owned by Rong De, 465,000,000 shares have been
pledged by Rong De to Shoreline China Value |, L.P. (“Shoreline
China”). Shoreline China 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.

2,470,018,000 (L) 67.56% (L)
70,528,079 (S) 1.92% (S)

(L) 178

(S) KB
M REREARAR ((RE]) 538

BRERERRENLEARER
# B36.00% N 34.06% & - 1R
BEFREEE0 EBELE
RABREEREER BN EE
H 5 A 2 2,470,018,000 f% % {5
FHERS  RBEBREZEG
F o B =B & $465,000,000 f%
fi% {7 F Shoreline China Value |, L.P.
([Shoreline Chinal) - R EHBEE
= Shoreline China & # 1% +
il 465,000,000 A% B% 17 FTiK 0 2 &
FREEHR 570,528,079 ARAR D ©
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(ii)) Interest in shares of the Company’s associated

(i) A2\l R W sy 2 A

corporation
Approximate
percentage
of total issued
share capital
Name of director Name of associated Total number of the associated
of the Company corporation Nature of interest of shares corporation
G R
EEB BT
BEFEEZ
FAFEEMSE HEEERE EEEE BB #Bnaakt
Mr. Liao Tengjia Rong De Beneficial owner 71,992 36.00%
BheExRE B EnEEA
Mr. Chu Hing Tsung Rong De Beneficial owner 68,120 34.06%
REMEE BhiE EnEEA
Mr. Chu Muk Chi Rong De Beneficial owner 59,888 29.94%
KAz EAE B EnEEA

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in note 43 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.
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COMPETING INTERESTS

Pursuant to Rule 8.10 of the Listing Rules, during the year and as at
31 December 2012, Mr. Liao Tengjia and Mr. Huang Jia Jue, the
executive directors of the Company, were interested as directors in
companies that are engaged in the businesses of property development,
investment and property rental in the PRC (the “Competing Businesses”).
As such, they were regarded as being interested in such Competing
Businesses, which competed or might compete with the Group.
However, as the above directors cannot control the Board, and 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 directors in the Competing Businesses will not prejudice their
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.

SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND
UNDERLYING SHARES

As at 31 December 2012, as far as the directors were aware, the
following persons (other than the directors and chief executive of the
Company) had interests and short positions in the shares and underlying
shares of the Company which would fall to be disclosed to the Company
under the provisions of Part XV of the SFO and required to be recorded
in the register required to be kept under Section 336 of the SFO or who
was, directly or indirectly, interested in 10% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at
general meetings of any member of the Group:
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Approximate

percentage
Total number of total
Name of shareholder Notes Nature of interest of shares issued shares
HERT
Einiasz
2\ g e EanE BEin#a 8 BHaSL
Rong De 1 Beneficial owner 2,470,018,000 (L) 67.56%
A BHEAA 70,528,079 (S) 1.92%
Shoreline China 1,2 Beneficial owner/ 535,528,079 (L) 14.65%
Security interest
EnAA / ERER
Shoreline Capital Management, 2 Interest of a controlled 535,528,079 (L) 14.65%
Ltd (“Shoreline Capital ) corporation
RIEGNEE 2
Ms. Zhang Xiao Lin 2 Interest of a controlled 535,528,079 (L) 14.65%
sREEMZZ T corporation
RIEHEARE 2 R
Mr. Yang Lin Yu 2 Interest of a controlled 535,528,079 (L) 14.65%
GBI ST corporation
RIEHER 2 s
Mr. Fanger, Benjamin Warren 2 Interest of a controlled 535,528,079 (L) 14.65%
corporation
FAEZIEEEAE 2w
Bunstat International Group 1,3 Beneficial owner/ 500,000,000 (L) 13.67%
Limited (“Bunstat”) Security interest
ROBEREEFRAR Emla A/ s
(M%)
Mass Achieve International 3 Interest of a controlled 500,000,000 (L) 13.67%
Limited (“Mass Achieve”) corporation
RIEHER 2 s
Able Fortune Limited 3 Interest of a controlled 500,000,000 (L) 13.67%
(“Able Fortune™) corporation
REHERE 2 s
HSBC International Trustee 3 Interest of a controlled 500,000,000 (L) 13.67%
Limited corporation
RIEHER 2 R
BRERBREERE 1 Beneficial owner/ 458,000,000 (L) 12.53%
BRAR (ERERRE] Security interest
EnA A/ iR
Key: 7
(L) — Long position L —tFE
) — #E

(S) — Short position

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012



Note:

Among the shares owned by Rong De, 465,000,000 shares,
500,000,000 shares, and 458,000,000 shares have been pledged by
Rong De to Shoreline China, Bunstat and & & )&% . Shoreline China
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.

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. 37.25% and 35.5% of Shoreline Capital’s 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 500,000,000 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 Achieve.
Mass Achieve is a wholly-owned subsidiary of Able Fortune. Able
Fortune is a wholly owned subsidiary of HSBC International Trustee
Limited. Accordingly, Bunstat; Mass Achieve; 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.

For the purpose of this section, the shareholding percentage in the
Company is calculated on the basis of 3,655,806,000 shares in issue.

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

had not been notified of any interests or short positions in the shares and

underlying shares as recorded in the register required to be kept by the

Company under section 336 of the SFO.
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INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

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.

RELATED PARTY AND CONNECTED
TRANSACTIONS

Details of related party transactions of the Group are set out in notes
29(a), 30, 31(b)(vii), 31(c)(iv), 38(a), 38(b), 38(c), 40(b) and 43 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 2012. 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 2012.

MANAGEMENT DISCUSSION AND
ANALYSIS

A management discussion and analysis of the Group’s annual results is
shown on pages 7 to 24.

CORPORATE GOVERNANCE REPORT

A corporate governance report is shown on pages 28 to 50.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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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 issues regarding auditing, internal control and financial
reporting matters including the review of the Company’s audited results
for the year ended 31 December 2012.

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, 28 March 2013
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INDEPENDENT AUDITOR'S REPORT

B 37 A Bl e o

RSM

Audit - Tax - Advisory

®

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 64 to 157,
which comprise the consolidated statement of financial position as at
31 December 2012, 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, in accordance with Section 90 of the Companies Act
of Bermuda, 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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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INDEPENDENT AUDITOR’S REPORT

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 2012
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

28 March 2013
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CONSOLIDATED INCOME STATEMENT

fon o WL i R

For the year ended 31 December 2012 B2 — L ——F+_H=+—HIEFE

2012 2011
=% —E——fF
Note HK$’000 HK$’000
k=3 THET FAT
Turnover BEE 6 571,167 57,899
Cost of sales SHERM A (351,390) —
Gross profit E7 219,777 57,899
Other income EAbUA 7 590 6,922
Fair value gains on investment properties &% 7 A EWES 19 30,174 41,719
Selling and marketing expenses HEREHEMAYT (7,977) (3,796)
Administrative expenses THER (29,904) (23,008)
Other operating expenses H AL & 9 (19,401) (61,155)
Profit from operations EEERN 193,259 28,581
Finance costs [ELE= VDN 10 (108,851) (10,356)
Gain on bargain purchase in respect g ) =ING]
of business combination 2 Wzs 38(b) 150,438 —
Profit before tax BriRaIET 234,846 18,225
Income tax Frig 11 (56,604) (10,267)
Profit for the year TEERF 12 178,242 7,958
Profit for the year attributable to: DUTFTALBEFEERT -
Owners of the Company ZIN/NCIEZZ SN 14 182,349 16,659
Non-controlling interests eI i (4,107) (8,701)
178,242 7,958
Basic earnings per share SREFRT 16 6.48 cents {ll 0.68 cents 1l

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

TR L ETES

For the year ended 31 December 2012 EiZ — T ——F + —_A=1+—HIEFE

2012 2011
=% —E——fF
HK$’000 HK$'000
TET FAT
Profit for the year FTEERF 178,242 7,958
Other comprehensive income RREEEEREM2EKS
for the year, net of tax
Exchange differences on translating MEBINEEMES ZEHZR
foreign operations 13,095 34,174
Total comprehensive income TEEREKSEETE
for the year 191,337 42,132
Total comprehensive income UTFTALTREFEE
for the year attributable to: 2HISHEE :
Owners of the Company RAGHERA 192,934 51,677
Non-controlling interests eI (1,597) (9,545)
191,337 42,132
B HER AL A R AT

—F AR
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

fa A IR D

At 31 December 2012 A-—Z——F+=-F=+—H

2012 2011
t . —E——fF
Note HK$’000 HK$’'000
B sE THET FAT
Non-current assets JERENEE
Property, plant and equipment WIZE - BB LR 17 13,746 1,619
Prepaid land lease payments TEf L EFOR 18 49,796 —
Investment properties REME 19 1,126,037 1,095,966
Intangible assets B EE 20 38,786 —
Goodwill Bl 21 4,149 —
Deferred tax assets RETHIRE = 34 1,892 —
1,234,406 1,097,585
Current assets EEE
Inventories FE 22 4,029,518 2,058,149
Accounts receivable JEWER X 23 4,277 24,917
Prepaid land lease payments BN A E IR 18 1,416 -
Prepayments, deposits TERIE - AT Rk
and other receivables H b U k1A 24 577,794 140,144
Current tax assets BEART B & 7,301 18,231
Restricted bank deposits 2R B IRITIF K 25 110,950 55,911
Bank and cash balances IRITMIR S5 26 138,385 393,830
4,869,641 2,691,182
Current liabilities nERAR
Accounts payable FERTARER 27 420,286 532,643
Proceeds received from TEEMZEWE 2 TS FE
pre-sale of properties 28 533,275 522,580
Accruals and other payables FEETE R R B AL E T FRIE 29 186,281 167,793
Amount due to the ultimate FER ERARTERR A RIRUA
holding company 30 99,200 100,500
Bank and other borrowings HR1T R B A B X 31 838,914 65,623
Finance lease payables REAE RN 32 379 363
Current tax liabilities BIEA A B & 37,546 8,616
2,115,881 1,398,118
Net current assets mEEERE 2,753,760 1,293,064
Total assets less current liabilities HEERTHAMR 3,988,166 2,390,649
Non-current liabilities ERBAR
Amount due to a non-controlling FEAS — IR B A El Ay
shareholder of a subsidiary —Z IR I R F A 33 342,303 342,367
Bank and other borrowings RIT R H A B K 31 767,642 721,030
Finance lease payables BVETE RN 32 4 383
Deferred tax liabilities EEFIBEE 34 273,232 73,842
1,383,181 1,137,622
NET ASSETS BERE 2,604,985 1,253,027
Capital and reserves BXR#E
Share capital N 35 365,581 246,882
Reserves i 37 1,915,992 847,831
Equity attributable to owners RAREE AR
of the Company 2,281,573 1,094,713
Non-controlling interests IR 323,412 158,314
TOTAL EQUITY HER 2,604,985 1,253,027
Approved by the Board of Directors on 28 March 2013. RZE—=F=-A=Z+/\BEHESEHE -

Liao Tengjia
B E
=3
Director

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2012 B2 — L ——F+_H=+—HIEFE

Attributable to owners of the Company

N EEINH
(Accumulated
losses)/
Reserve on Exchange Retained Non-
Share Share merger  fluctuation  Contributed Statutory profits controlling Total
capital premium  accounting reserve surplus reseve  (RHEE)/ Total interests equity
k% ROER AHERER HERDEE RhER R RERH #  HORER #ia
HKS'000 HK$'000 HKS000 HK$'000 HK§ 000 HKS'000 HK§ 000 HK§'000 HK§ 000 HK§ 000
ThR Tin ThR TR TiR Thn ThR ThR Thn TR
Note37(c))) ~ MNote37(cfi)) ~ (Note 37(fil) ~ (Note S7(clfv)  (Note 37(c)()
(Wesmn)  (sEorom)  (Wskamom)  (Reamom) (MRS
At 1 January 2011 RIE——E-f-8 243059 1,314,156 (101,922 1296 - - (507,91) 960,268 - 960,268
Totd comprehensieincome~~~ AEE2ENGEE
forthe year - - - 35,018 - - 16,659 51677 (9,549 2132
Arising on an acqisiton BlENBAREE
of subsiciaries il 32k ) - - - - - - - - 148,033 148,083
*Loss on the Group’s contrioution  * AEFH—RIHEAA
o a subsidiary REEHER - - - - - - (19,826) (19,826) 19826 -
Issue of shares ki 3623 98771 - - - - - 102,504 - 102,59
Transfer 5 - (1,314,156 - - 280404 - 1,074,752 - - -
Changes nequity ortheyear ~ ZERERZEE 383 (1215389) - 3018 239404 - 1,071,585 134445 158314 292,759
At 31 December 2011 and RIE——%
1 January 2012 TZR=1-BR
“5-2%-5-A 246,882 8771 (101,922) 47,904 280,404 - 563,634 1,094,713 168,314 1,253,027
Total comprehensiveincome.~ AEEREHELE
for the year - - - 10585 - - 182,349 192,934 (1,597) 191,337
Transfer &Y - - - - - 5,611 (5611) - - -
Arising on an acopisiton of BRERBLIEED
subsidaries (note 38p) 5759 (1:280) - - - - - - - - 93,641 93641
*Loss on the Group's contribution  * REER-FHELH
o2 Subsicary RAELNER - - - - - - (73,054 (73054 73,054 -
Issue of shares (note 35) Bl (R3k35) 118,699 948,281 - - - - - 1,066,980 - 1,066,980
Changes nequity forheyear A EEEREE) 118,699 948281 - 10585 - 5,611 103,684 1,186,860 165,098 1,351,058
At 31 December 2012 RZE-Z
+ZR=t-H 365,581 1,047,052 (101,922) 58,529 239,404 5611 667,318 2,081,573 323412 2,604,985

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$365,270,000 (2011: 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.
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CONSOLIDATED STATEMENT OF CASH FLOWS
ol e Eg

For the year ended 31 December 2012 B2 — L ——F+_H=+—HIEFE

2012 2011
=5 —E——fF
Note HK$’000 HK$'000
Bt s T#T FAET
CASH FLOWS FROM OPERATING REEEEBZHARE
ACTIVITIES
Profit before tax BR T AT& A 234,846 18,225
Adjustments for: EARTYIEIE
Interest income B A (372 (339)
Fair value gains on investment BEME L N ERE
properties (30,174) (41,719)
Amortisation s 890 —
Land lease charge (in respect of THHEEE (GRETER
prepaid land lease payments) T EFIA) 939 —
Depreciation e 982 611
Finance costs BB 108,851 10,356
Gain on bargain purchase in respect WEEH B A Al z ik
of business combination 38(b) (150,438) -
Loss on disposal of property, plant WSEE - B RaEE
and equipment ol iti=| 14 —
Operating profit/(loss) before working RetEEESEBAEI 2
capital changes rmEwEN, (BE) 165,538 (12,866)
Decrease/(Increase) in inventories BFERAL, (35m) 42,038 (29,291)
Decrease/(Increase) in accounts FEURBR TR, (#0)
receivable 20,640 (20,120)
Increase in prepayments, deposits FERFIE FTERk
and other receivables Hfth JE R IE IS N (72,734) (127,808)
(Increase)/Decrease in restricted ZR AR TR
bank deposits (38hn) /m (53,554) 68,507
(Decrease)/Increase in accounts payable  JEMERFL CRl4) /170 (216,733) 54,387
(Decrease)/Increase in proceeds TEEMERE TS 5kIE
received from pre-sale of properties CRA) /#m (222,613) 299,541
(Decrease)/Increase in accruals and FEETE R R B A 5RIE
other payables CRi) /18 (139,077) 28,682
(Decrease)/Increase in amount due to e BRI AR A RIFIR
the ultimate holding company R /1 (1,300) 100,500
Decrease in amount due to a FEAS — AR B A E A
non-controlling shareholder of — B IR IR AR SRIR R
a subsidiary - (47,769)
Cash (used in)/generated from operations #£& %% (FTA) /E4X2RE (477,795) 313,763
Income taxes paid BERFEE (6,458) (9,969)
Interest paid BFE (96,889) (7,199)
Interest paid and capitalised in BRAGEWE Z2ENMER
properties for sale under development BEER 2 H 8 (8,309) (1,299)
Finance lease charges paid ENmMEEERX (25) (41)
Net cash (used in)/generated from weEE (BTAR)
operating activities EXREER (589,476) 295,255
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CONSOLIDATED STATEMENT OF CASH FLOWS
HOBlEnER

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

2012 2011
—E—F =%
Note HK$’000 HK$'000
P5E THET FiBT
CASH FLOWS FROM INVESTING REREFTDZRETE
ACTIVITIES
Interest received BUF B 372 339
Purchase of property, plant and equipment BB E 9% - 5 M & (8,641) (121)
Purchase of intangible assets BEETEAE (2,059) —
Purchase of investment properties through 1% 38U 38 B /& A &1
acquisition of subsidiaries BEREME = (237)
Purchase of properties for sale under 7 B U IE T A Fl
development through acquisition of BERRPHFEDE
subsidiaries - (591,377)
Acquisition of subsidiaries U BB BB 2 =) 38 (8,352) —
Net cash used in investing activities B RS FTRR F5E (18,680) (591,396)
CASH FLOWS FROM FINANCING REMFITHZHARE
ACTIVITIES
Bank loans raised FrE&iR1TE R 462,476 352,620
Payment for arrangement fee attributable S ATEIRITEREEH
to bank loans raised ZHEE A (25,800) (7,052)
Repayment of bank loans BBRITER (97,361) (110,149)
Repayment of finance lease payables EEREHERMNR (363) (347)
Proceeds from issue of senior notes BITEAEEESHIA - 500,000
Payment for arrangement fee attributable 7 38/ T{E SL IR E £ HY
to issue of senior notes ZHEE - (30,000)
Net cash generated from financing activities ~ Bl & & ENE A IR & F 58 338,952 705,072
NET (DECREASE)/INCREASEINCASH H&RH&%F({EHIEH
AND CASH EQUIVALENTS (WD) BnSHE (269,204) 408,931
Effect of foreign exchange rate changes ~ [ER &z & 13,759 (32,834)
CASH AND CASH EQUIVALENTS AT W—B—BZHE&ER
1 JANUARY He¥EEAE 393,830 17,733
CASH AND CASH EQUIVALENTS AT B+-A=+—HZzHE&R
31 DECEMBER BeEEEE 138,385 393,830
ANALYSIS OF CASH AND HeRBaSEBEBZA 1
CASH EQUIVALENTS
Bank and cash balances RITRIB e 138,385 393,830
Bt AL A FRA

—F AR
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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 21st Floor, Chu Kong Shipping Tower, 143
Connaught 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 44 to the
financial statements.

In the opinion of the directors of the Company, as at
31 December 2012, Rong De Investments Limited (“Rong De”),
a company incorporated in the British Virgin Islands (“BVI”), is the
immediate and ultimate holding company and Mr. Liao Tengjia is
the ultimate controlling party of the Company.

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the Hong Kong Institute of Certified Public Accountants
that are relevant to its operations and effective for its accounting
year beginning on 1 January 2012. HKFRSs comprise Hong
Kong Financial Reporting Standards; Hong Kong Accounting
Standards (“HKAS”); and Interpretations. 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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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NOTES TO THE FINANCIAL STATEMENTS
S 5 e B

For the year ended 31 December 2012 B2 — L ——F+_H=+—HIEFE
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NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

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

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 4
to the financial statements.

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.

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
(i) 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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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 HZE —ZT——

3.

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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NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(b)

Business combination and goodwill

The acquisition method is used to account for the
acquisition of a subsidiary in a business combination.
The cost of acquisition is measured at the acquisition-
date fair value of the assets given, equity instruments
issued, liabilities incurred and contingent consideration.
Acquisition-related costs are recognised as expenses
in the periods in which the costs are incurred and the
services are received. Identifiable assets and liabilities
of the subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the cost of acquisition over the Company’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess
of the Company’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition
is recognised in consolidated profit or loss as a gain on
bargain purchase which is attributed to the Company.

Goodwill is tested annually for impairment or more
frequently if events or changes in circumstances indicate
that it might be impaired. Goodwill is measured at cost
less accumulated impairment losses. The method of
measuring impairment losses of goodwill is the same as
that of other assets as stated in the accounting policy
(w) below. Impairment losses of goodwill are recognised
in consolidated profit or loss and are not subsequently
reversed. Goodwill is allocated to cash-generating units
that are expected to benefit from the synergies of the
acquisition for the purpose of impairment testing.

The non-controlling interests in the subsidiary are
initially measured at the non-controlling shareholders’
proportionate share of the net fair value of the subsidiary’s
identifiable assets and liabilities at the acquisition date.
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NOTES TO THE FINANCIAL STATEMENTS

SV 385 k% P

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)  Foreign currency translation

(i)

(ii)

Functional and presentation currency

[tems 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 (“HK$”), 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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NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2012 & ZE —Z——

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)

(c)  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 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.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(d)

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 useful lives are as follows:

Office equipment, furniture and fixtures 3-5 years

Motor vehicles 5 years
The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

Construction in progress represents buildings under
construction, and is stated at cost less impairment losses.
Depreciation begins when the relevant assets are available
for use.

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.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(e)

®

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.

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) 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.
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NOTES TO THE FINANCIAL STATEMENTS

SV 385 k% P

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)

(f)  Leases (continued)

The Group as lessee (continued)

(i)

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.

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.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(g) Intangible assets

(i)

(ii)

Computer software

Computer software is stated at cost less
accumulated amortisation and impairment losses.
Amortisation is calculated on a straight-line basis
over the estimated useful life of 5 years.

Favourable operating leases

Intangible asset, recognised in a business
combination due to favourable terms of the
operating leases, is measured initially at fair value
at the acquisition date and amortised on a straight-
line basis over the lease term less impairment
losses.

(h)  Inventories

(i)

Properties for sale under development

Properties for sale 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.
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

()

Inventories (continued)

(ii) Properties held for sale

Properties held for sale are stated at the lower of
cost and net realisable value. Costs of properties
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, or by
estimates based on prevailing market condition.

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.

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.
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3.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Q)

(9]

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.

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.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 HZE —ZT——

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

@

(m)

()

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.

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.
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NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(0)

(p)

@

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.

Revenue from sales of properties is recognised when
the risks and rewards of ownership are transferred to the
purchasers, which is when the construction of relevant
properties has been completed and the properties have
been delivered to the purchasers. Revenue from sales of
properties excludes business tax and other sales related
taxes and is after deduction of any discounts allowed.
Deposits and instalments received on properties sold
prior to the date of revenue recognition are included in the
statement of financial position under proceeds received
from pre-sale of properties.

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.

3.

FEFFBOR @

(0)

(p)

@

WA MRk B JEC i B sk I

FEAS AR AR e ot PR N SRIE ) 2
WATEIE HRRAER
MERRBHKANGTE - BRI
WRZPELTEKR RUILE
WU R ARSI BR o

RESETE TR

RARBEITZEBETARE
HZ P 1S SRR B BT AR
N

W it i

M 3 T4 L W MR
TEHE W HEERST
T R 2 & B AT

SRR -

&

Ay

E

KEMEIEE 2 Wt i FTA #E
R AEHEZEE K (BB
MEZZRDEX > MPES
INFTER) BHER - REWE
HEZHETEBREEXRLE
i ERERE - REHERA
T 290 - RiER W B HA
HEMEMBI 2T & Mo 8
NREFAMBRRKRFBEY
FUWEZ FR1SFA ©

He WAREBAANAE RERE

=7
s ©

) S Iz 5 T L ) A B B R
BOEHER -

POLVER AR M A RAT
TR TARAER

83



84 |

NOTES TO THE FINANCIAL STATEMENTS

SV 385 k% P

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)

(r)  Employee benefits

(i)

(ii)

(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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

3.

FEFEFBOR @

()

& B Al
(i) e B =2 1ZH]
EEEZZFBERE

(ii)

(ii)

RBRILERBEZRE
R AKREEHER
HEHRERERHER
BMERZEBEEY
RBBzETREER
B

BEEZF Z2HRBRRER
REAZATE T AR

e

BB EAT

AEERAERERER
ERBEFORKFTE - K
SELEBRGEEL
ZHEFTDREBEREREER
FecaskitE -»
Bat RNER 2 BRIKAE T
At &I A AN 15 AN 5k [ R A
TERES ZHR -

AL

RIEERNENREEAR
I M & A Ay ET 8l K&
AEBERME BB R
T ARBRRKILER
K R ERER B FR B B 15 It
e 18 A - 7 7 g

=7
s ©



3.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

()

®

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 recognised 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.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

®

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.
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3.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

®

(w)

Taxation (continued)

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

For the purposes of measuring deferred tax for investment
properties that are measured using the fair value model,
the carrying amounts of such properties are presumed
to be recovered through sale, unless the presumption
is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a
business model of the Group whose business objective
is to consume substantially all of the economic benefits
embodied in the investment property over time, rather
than through sale. If the presumption is rebutted, deferred
tax for such investment properties are measured based
on the expected manner as to how the properties will be
recovered.

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.

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 corporate income tax purposes.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)
(v)  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:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is a 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).

(ii) 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.
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3.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

)

(W)

Related parties (continued)

B) (continued)

(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).

Impairment of assets

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
except goodwill, investment properties, inventories
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.
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NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A

For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES

(continued)

(W)

)

Impairment of assets (continued)

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 amortisation or 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.

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.
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NOTES TO THE FINANCIAL STATEMENTS
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For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

3.  SIGNIFICANT ACCOUNTING POLICIES

(continued)

x)

(y)

Provisions and contingent liabilities (continued)

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow 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.

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES

()

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.

(i) Legal title of properties for sale under development

and classification of current assets

As stated in note 22(d) to the financial statements,
as at 31 December 2012, the Group is yet to
settle its late payment charge payable amounted
to approximately HK$177,351,000 arising from
overdue land premium in relation to land use
rights.
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4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(a) Critical judgements in applying accounting
policies (continued)

(i)

Legal title of properties for sale under development
and classification of current assets (continued)

During the year ended 31 December 2012
and subsequent to the reporting date, the
Group is in the progress of obtaining all the
relevant government approval and permits for
the development of the land. In addition, the
Group has not received any demand notice from
the vendor of the land use rights in relation to
settlement of the outstanding late payment charge
payable. In view of the above and based on the
legal opinion obtained, the directors are of the
opinion that Group is the sole beneficial owner
of the land use rights. The vendor of the land
use rights has exercised its right under the land
grant agreements and therefore should honour its
obligation thereon and should not repossess the
land. The Group will be able to retain the legal title
of the land on the ground that settlement of the
late payment charge payable will have no major
difficulties.

The Group has classified the said properties for
sale under development as current on the ground
that it is expected to realise the properties for sale
under development in its normal operating cycle.
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For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(a)

(b)

Critical judgements in applying accounting
policies (continued)

(ii) Deferred tax for investment properties

For the purposes of measuring deferred tax for
investment properties that are measured using
the fair value model, the directors have reviewed
the Group’s investment property portfolios and
concluded that the Group’s investment properties
are not held under a business model whose
objective is to consume substantially all of the
economic benefits embodied in the investment
properties over time. Therefore, in determining the
Group’s deferred tax for investment properties,
the directors have adopted the presumption that
investment properties measured using the fair
value model are recovered through sale.

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.
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4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b)

(it)

(iii)

(iv)

Key sources of estimation uncertainty (continued)

Impairment of goodwill

Determining whether goodwill is impaired requires
an estimation of the recoverable amount of the
cash-generating unit. The recoverable amount of
the cash-generating unit has been determined
based on the higher of the fair value (less cost to
sell) and value in use calculation of the underlying
assets, mainly properties. These valuations and
calculations require the use of estimates.

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 methods 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.

Net realisable value of properties for sale under

development

The Group assesses the carrying amounts of
properties for sale under development according
to their net realisable value based on the
realisability of these properties. Net realisable
value for properties for sale 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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

4.  HRAE K EENE @

(b)

fli Gt AW E 2 2R

W (&)

(ii)

(ii)

(iv)

P2 D e

ETEEALLERE
A REELEMNZ
AREEE - BeEL
BzAlEEREER
BERFE OREERA)
MAABEHEREE (XER
W) 2EREEMET
BeEEE - %25 ME

R BRI -

REYHEZ A TE

AEBECZEBYEE
HEMAFEREDE
ZRVE - REERF
B - AEMXBERE
AT 2BET A
ESCFHEAELR
RfMET AR D R
BRI ©

B F B K T
Bl

AEERBERPHE
MEZAIZERIZERE
AR REN ZE
2 EMEME BHEPG
EMEZABREETY
SEBERERBEEA™T
REEBZMAE WA
Rzl #HERX A
SRR AEEE o



NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b)  Key sources of estimation uncertainty (continued)

(v)

(v)

Net realisable value of properties for sale under
development (continued)

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 for sale 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 for sale 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 for sale 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.

Impairment loss of accounts receivable, deposits and

other receivables

The Group makes impairment loss for bad and
doubtful debts based on assessment of the
recoverability of the accounts receivable, 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, deposits and other
receivables and impairment losses in the year in
which such estimate has been changed.
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

4. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (continued)

(b)

(vi)

(vii)

Key sources of estimation uncertainty (continued)

Estimated land late payment charge payable

As stated in note 22(d) 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.

Financial guarantee contracts

Details of guarantees provided by the Group are
set out in note 40(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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

4.  HRAE K EENE @

(b)

fli Gt AW E 2 2R

W (&)

(vi)

(vii)

1 it M - A A <2

o B 7% R 2 M 5E22()
Frat - 785 & B R 15 48
BEG - 2R R E
SEMAE R (B
01% 25 HEE - NiE
EREEM T ERE
B BB NENESH
BT AESMNERS
REVEEZER - BHRE
ERABRNIERT)
REHEMESE ZEE
HEE RFIBRELETE -

MBI REH

AEERHEOERT
15 B 5 B 7R M A
40(a) » BN S A H
BH - EFERABEL
PHAZ BN ZRIER A
BEMERIE - AT » & fh
HEESFABERSE
iR RR A REMEM
BFIEE) - MBI L
MR F TR
R 15 W E 3R
EEEE LR

o



NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

5. FINANCIAL INSTRUMENTS

(a)

(b)

5. a&mtTH

Categories of financial instruments (a) Ak T H 8
2012 2011
—E—_F =%
HK$’000 HK$’000
TET FET
Financial assets EREE
Loans and receivables BRI GRIE
(including bank and (RIERITRIA S HER)
cash balances) 673,296 586,726
Financial liabilities EMaR
Amortised cost B SHRK AR 2,654,627 1,929,956
Financial risk management (b) A e A B

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$”), Renminbi
(“RMB”) and HK$. 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.
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

5. FINANCIAL INSTRUMENTS (continued) 5. amTH @
(b)  Financial risk management (continued) (b)y WMBEEEHE E
(i) Foreign currency risk (continued) (1) SR B (48)
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The Group’s exposure at the end of the reporting
period to foreign currency risk arising from

recognised monetary assets or liabilities is as

ARER B i B K
KEEHRZEKEE
SBEZINERRIT

follows:
Assets Liabilities
BE R
2012 2011 2012 2011
~——F —T——H ITB-F —T——fF
HK$’000 HK$’000 HK$’000 HK$’000
FET FHET TER FHET
RMB ARE 78,617 15,951 41,931 24,670
HKS BT 17,678 15,675 252,144 317,679
us$ ET 17,542 4,987 - -
The table below summarises the impact of T 2R R A BE 2 ] g Y
possible changes in the foreign exchange rates on BEHAFERTIZES
the consolidated profit after tax for the year. B o
Functional (Decrease)/
currency Increase
strengthened/ in consolidated
(weakened) by profit after tax
RER Y BRREGEERA
1BE 7 (R{E) (i) /18
HK$’000
THEIT
Year ended BgE—_=S—_F
31 December 2012 +-A=+—HLEE
RVB AR 5%/(5%) (1,834)/1,834
HKS$ AT 5%/(5%) 11,723/(11,723)
uss$ ETT 4%/(4%) (526)/526
Year ended HE-_T—%F
31 December 2011 +=-A=+—HItFE
RMB AR 5%/(5%) 436/(436)
HKS$ BT 5%/(5%) 15,103/(15,103)
US$ ETT 4%/(4%) (150)/150
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For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management (continued)

(ii)

Credit risk

At 31 December 2012, 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 note 5(a) above.

At 31 December 2012, the Group’s concentration
of credit risk by geographical location is in the
PRC which accounted for 100% (2011: 100%)
of the total accounts receivable. The Group also
had concentration of credit risk by tenants as 59%
(2011: 100%) of its total accounts receivable were
due from one single tenant at 31 December 2012.
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.
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For the year ended 31 December 2012 HZE —ZT——

5. FINANCIAL INSTRUMENTS (continued)

(b)  Financial risk management (continued)

(ii)

(iii)

Credit risk (continued)

In addition to credit risk on accounts receivable,
the Group is also exposed to concentration
of credit risk through its advance to a major
construction contractor, prepayment for potential
property investment and deposit to a construction
contractor of approximately HK$283,652,000,
HK$78,617,000 and HK$34,433,000 respectively
at 31 December 2012. 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
panks 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 40(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.
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5. FINANCIAL INSTRUMENTS (continued) 5. @BTH @
(b)  Financial risk management (continued) (b)y WMBEEEME &
(iii)  Liquidity risk (continued) (i)  EEEE b ()
The maturity analysis of the Group’s financial AEE R A ERN T E
liabilities is as follows: DT -
Less than Total
1 year or on Between Between undiscounted
demand 1and 2 2and5 cash flows
DPR—F years years FIMHRE
RREXR —EmE —EhEF mERE
HK$’000 HK$'000 HK$'000 HK$'000
TAT THET THAT THT
At 31 December 2012 =t
+=B=+-H
Accounts payable JERTERSR 420,286 - - 420,286
Accruals and other payables [EFBRA K
H iR FIE 169,916 - 16,365 186,281
Amount due to the ultimate [ fR A R N A
holding company R 99,200 - - 99,200
Amount due to a non-controling & — B 2 &
shareholder of a subsidiary B — 3R
R FE - 342,303 - 342,303
Bank and other borrowings RITREMER 1,023,783 742,570 478,382 2,244,735
Finance lease payables BEMERMNR 388 5 - 393
Financial guarantee contracts B EERA Y 288,383 - - 288,383
2,001,956 1,084,878 494,747 3,581,581
At 31 December 2011 RZE——F
+-HA=+—-H
Accounts payable FEfTARR 532,643 - - 532,643
Accruals and other payables [EFTER R
HA e RIE 153,978 - 13,815 167,793
Amount due to the ultimate JERSRARIER A E]
holding company A 100,500 - - 100,500

Amount due to a non-controling  JE — B AR
shareholder of a subsidiary H)—BIEER

BRRRE - - 342,367 342,367

Bank and other borrowings HRITREAE K 157,948 154,423 776,664 1,089,035
Finance lease payables REMERNR 388 388 5 781
Financial guarantee contracts ~ BIEERAH 169,253 - - 169,253
1,114,710 154,811 1,132,851 2,402,372
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

5. FINANCIAL INSTRUMENTS (continued)

(b)  Financial risk management (continued)

(iii)

(iv)

Liquidity risk (continued)

The amounts included above for financial
guarantee 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.

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$249,067,000 (2011: HK$449,476,000) and
HK$1,097,698,000 (2011: HK$317,679,000)
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.
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5. FINANCIAL INSTRUMENTS (continued)

(b)

(©)

Financial risk management (continued)

(iv)  Interest rate risk (continued)

At 31 December 2012, if interest rates at that date
had been 100 basis point higher, with all other
variables held constant and taking into account
the capitalisation of borrowing costs, consolidated
profit after tax for the year would have been
decreased by approximately HK$3,436,000 (2011:
increased by approximately HK$1,202,000). If
the interest rate had been 100 basis point lower,
with all other variables held constant and taking
into account the capitalisation of borrowing
costs, consolidated profit after tax for the year
would have been increased by approximately
HK$4,739,000 (2011: decreased by approximately
HK$1,202,000).

The Group currently does not have any interest
rate hedging policy in relation to interest rate risk.
The directors monitor the Group’s exposure in
ongoing basis and will consider hedging interest
rate risk should the need arise.

Fair values

The directors consider that the carrying amounts of the
Group’s financial assets and financial liabilities as reflected
in the consolidated statement of financial position
approximate their respective fair values.

5. &RMTH @

(b)

(©)

A Es R B PR (@)
(iv)  FIRmEE (&)

RZE—=—F+=A
=+—B MAERE
B EF100E % MAT
BEMBHERTE R
FAEERARE AN
RN FERBIELRE &
FI5 8 49 3,436,000 78
T (ZE——F - B4
1,202,0005% JT) ° fisi F
L TPE100E B - M AT
BEMESHETTE
EFABERAE AR -
AR FERBEEE R
F 512 hn49 4,739,000 7%
T (ZZT——F  BAL
1,202,000 7T) °

N5 B B B B A X
L ez BR ER AT f] 1) 2= )
BR -EFEREERD
AEEZFERRAR W
#1007 B I A
KR -

AT

EERR REARBMRRE
ARz NEENEREER
TREBECEREREERAZ
NFEREE ©
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6. TURNOVER 6. BEH
The principal activities of the Group are property development REBEEEZNFEEEMEMERME
and property rental in the PRC. THEZER -
The Group’s turnover represents income from sales of properties REB 2 EXEIRAFEEE 2 MEH
and rental income during the year, net of business tax, other BERARBES WA (NKREER - Hib
sales related taxes and discounts allowed. The amount of each SHEMRBBERITHN) - REEREE
significant category of revenue recognised in turnover during the BHRER . SERERWG 2 2BOT
year is as follows:
2012 2011
25 —E——fF
HK$’000 HK$'000
T FAT
Sales of properties YISEIHE 489,760 —
Rental income HEWA 81,407 57,899
571,167 57,899
OTHER INCOME 7. HAA
2012 2011
—B—_F —E——f
HK$’000 HK$'000
THT FT
Interest income FEUA 372 339
Net foreign exchange gain b 5 F e - 6,556
Others Hit 218 27
590 6,922
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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 3 to the financial statements. Segment
profits or losses do not include corporate income and expenses.
Segment assets do not include computer software included in
intangible assets and 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.

i gl

AEBBATREZHDE -

MEHE - YEREMHE
mEHEE - MERERME
HEES

A& 2 28D EARETRE R MR
BHIREE R BN - HRERBFERA
RIS HERRE  MRE2RD A/
DHERE

REDHz BRTBREPBHRRMES
WFrESIE —2 - D El BB L T BHEd
KWARRX - DEHEETBEREILE
EZERBMRETERZOEEE -
DHBEEEINERTECEAER
KB FOR - BT MR IR A
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SEGMENT INFORMATION (continued) 8. AHEHR
Information about reportable segment profit or loss, FHEWmaMZEE - BER
assets and liabilities A &R
Property Property
sales rental Total
MEHE MEHEE b
HK$’000 HK$’000 HK$’000
T#T T#T Tl
Year ended 31 December 2012 g§FE"_=—_F
+ZRA=+—HLEE
Revenue from external customers BN PR 489,760 81,407 571,167
Segment profit DERF 121,708 88,638 210,346
Other information: HAE#} -
Interest income FEUA 372 - 372
Interest expense FEFX 91,095 = 91,095
Depreciation and amortisation e R B iH 1,378 - 1,378
Land lease charge (in respect of THHESE (BEEN
prepaid land lease payments) THAEFIE) 939 - 939
Fair value gains on investment properties BEWME 2 A HERR - 30,174 30,174
Gain on bargain purchase in respect of U BB B B 2 B) 2 Wz
business combination 150,438 - 150,438
Other material items of income and expense: ~ EAEAWZIER :
Land premium late payment charges THERE 3,866 - 3,866
Income tax FTiST 45,017 11,587 56,604
Additions to segment non-current assets DEIERBNEE 2 1EhN 7,795 - 7,795
At 31 December 2012 A_B—_S
+=-RA=+—H
Segment assets DEEE 4,954,218 1,146,239 6,100,457
Segment liabilities DEEsE 3,085,316 158,434 3,243,750

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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SEGMENT INFORMATION (continued)

Information about reportable segment profit or loss,
assets and liabilities (continued)

8. EPER

AWMz 8E - EEK
R B (50

Property Property
sales rental Total
VS MERE HEE
HK$’'000 HK$'000 HK$'000
FHET FAT FAT
Year ended 31 December 2011 HE_Z—F
+-A=1+—HItFE
Revenue from external customers HHNE P s - 57,899 57,899
Segment (loss)/profit D8 (BER) /&mH (58,329) 86,525 28,196
Other information Hiaxt
Interest income FEUA 339 - 339
Interest expense FMERAX 2,080 — 2,080
Depreciation E 389 - 389
Fair value gains on investment properties REWE 2 A THERS - 41,719 41,719
Other material items of income and expense: ~ EAEAWZIER :
Land premium late payment charges TEme 42,729 — 42,729
Income tax PRISH - 10,267 10,267
Additions to segment non-current assets DEBIEMENE B 23N 77 - 77
At 31 December 2011 R-_ZE—%
+-A=+—H
Segment assets DEEE 2,650,651 1,136,354 3,787,005
Segment liabilities HHEE 2,047,616 165,007 2,212,623
B HER AL A R AT
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8. SEGMENT INFORMATION (continued)

B ER @)

Reconciliations of reportable segment profit or loss, BHoMREE - 'ae kA
assets and liabilities Z Bk
2012 2011
—S—_%f —E——F
HK$’000 HK$'000
FET FAET
Profit or loss B
Total profit or loss of reportable segments 2 {5 2~ B 54858 210,346 28,196
Unallocated amounts KB EFE
Other corporate expenses * HEmiERY - (32,104) (20,238)
Consolidated profit for the year REEERE N 178,242 7,958
Assets BE
Total assets of reportable segments BBz REE 6,100,457 3,787,005
Unallocated amounts RO ERE
Other corporate assets EfrEE 3,590 1,762
Consolidated total assets REREE 6,104,047 3,788,767
Liabilities =L
Total liabilities of reportable segments ERHHBREE 3,243,750 2,212,623
Unallocated amounts RO FE
Other corporate liabilities HEmpEEE 255,312 323,117
Consolidated total liabilities eRaE 3,499,062 2,635,740
* Other corporate expenses include the following: * HibhEFAZ BT :
2012 2011
g% e i
HK$’000 HK$'000
FERT FAET
Other income EHaugA (199) —
Unallocated administration and APBITB MR ERE KA
finance costs 32,303 20,238
32,104 20,238

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012




NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2012 & —

SEGMENT INFORMATION (continued)
Geographical information

All the revenue generated by the Group for the two years ended
31 December 2012 and 2011 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 2012, revenues derived
from the Group’s largest customer which accounted for 10% or
more of the Group’s total revenue amounted to approximately
HK$81,407,000. These revenues are attributable to the property
rental segment.

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

S 55 e o P
—#F+ A=t BILEE

B ERE Bl ()
b I & R

AEEBE—T——_FR-_FT——F
T A=1+—BILMEFEZHRE W
TIREFBZER « 19 - AEEZK
BOERBEEDMATE - Fit I &
2RO -

HHEREFF W

REBEE-_T——F+=-A=+—HL
FE-AEEREEZARE,P 2Bm
MHAREREBUZEI0%K A E- B 5
81,407,000 7T ° ZEW IR EMER

RBE-—T——F+-_A=1T—HLF
B - AEEZ 2R R A AR E Y
EHENRz—REF -

OTHER OPERATING EXPENSES Al 2825 B 52
2012 2011
=% —E——fF
HK$’000 HK$'000
THT FAET
Net foreign exchange loss SNEES 1B H B 2,076 —
Land premium late payment charges THES S 3,866 42729
Other taxes H 118 12,612 8,327
Sundry expenses AR Y 847 99
19,401 51,155
B HER AL A R AT
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1.

10. FINANCE COSTS 10. FbE R AR
2012 2011
—S—_%f —E——F
HK$’000 HK$'000
THT FiET
Finance lease charges BhEHEMY 25 41
Interest on bank loans wholly repayable ~ ZBRRAFERBHEERE 2
within five years IRITERF B 33,745 9,559
Interest on Senior Notes wholly repayable ZBRr HFNBHBEE 2
within five years BEEEFE 83,390 2,055
Total borrowings costs BB A 117,160 11,655
Amount capitalised ERLEHE (8,309) (1,299)
108,851 10,356
Borrowing costs on funds borrowed generally are capitalised at a —RERZEBERARNIEFFE23%#E
rate of 23% per annum (2011 nil). TEME(ZE——F  |) -
INCOME TAX 1. Fifast
2012 2011
—B——F e
HK$’000 HK$'000
THT FiBT
Current tax BN EARE IE
PRC Corporate Income Tax R E TSR 28,739 6,095
LAT THIER 21,883 —
50,622 6,095
Deferred tax (note 34) IRIERRIA (MI7E34) 5,982 4172
56,604 10,267

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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INCOME TAX (continued)

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 Corporate
Income Tax at 25% (2011: 25%) based on the relevant income
tax rules and regulations in the PRC.

According to the PRC corporate 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
(2011: 10%)).

Under the PRC corporate income tax law, dividends received
by foreign investors from its investment in foreign-invested
enterprises in respect of its profits earned since 1 January 2008
are subject to withholding tax of 5% to 10% unless reduced
by treaty. Accordingly, deferred tax has been recognised for
undistributed retained profits of a PRC subsidiary at a rate of 10%
to the extent that the profits will be distributed in the foreseeable
future.

LAT is levied on properties developed by the Group for sale, at
progressive rates ranging from 30% to 60% on the appreciation
of land value, which under the applicable regulations is calculated
based on the proceeds of sales of properties less deductible
expenditure including lease charges of land use rights, borrowing
costs and all property development expenditure.

1.

gt ()

BRAEERNBEMEFELBEESE
EETAERBUER - ML ERBTEF
SHEL R -

REMETEASHANREL - B
BRI B A RIZE#N25% (—F
——5 1 25%) ZHBELEMAEH o

IRAR A B S AT A R BI85 2 48
AEMMR - NEEARBSWAERE
Z10% (ZF——F : 10%) HHFH
TEHFTISHL ©

RIBPBIBEMBIL - FRIBEB YT
ERR  BRRIMNEEEHR _TT/\F
—A—RREEERERINEREDKE
B2 MRS 2 BB AT 5% £ 10%
B o Atk - REMNB AR Z RN IK
REE M D32 10% 2 b RFERIE TR
R - AR A TR RAS SR A R 0k i
MR -

REBBRFHE ZMEN LI0EEIE
A2 30% Z 60% T F 2 RHE R R EUK
THIRER - RIBERRG - LHIRE
T8 Th3E WD 5% 55 B P15 SR SRR AT F0BR 32
(BT EREEERS FERA
KB MERERFAX) 78 -
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I1.

INCOME TAX (continued) 11. Pt BB
The reconciliation between the income tax and the product FT{S 1 BRRR B B8 ) e A @ AR Bl 2 2 ¥
of profit before tax multiplied by the applicable tax rates is as BRZAT -
follows:
2012 2011
=% —E——fF
HK$’000 HK$'000
THT T
Profit before tax BRAE A& A 234,846 18,225
Tax at the applicable rates in LA R AR i A
the jurisdictions concerned METE 218 41,882 (7,494)
Tax effect on LAT deductible for METEAERME —I?D/UK
calculation of income tax purpose THIRET 2 IS R 2 (5,471) -
Tax effect of income that is not taxable BARBBMA 2 HIG T2 (24,870) (724)
Tax effect of expenses that are TS « B2
not deductible 21,054 17,793
Tax effect of temporary differences FERZEREZBEIMETE
not recognised 1,432 602
Tax effect of utilisation of tax losses B ERIARER G E B
not previously recognised M (6,740) -
Tax effect of tax losses not recognised RERLMBBE BT E 2,401 90
Deferred tax on undistributed profits of E—EFRWBAF]
a PRC subsidiary R M 2 TR IR 5,033 —
LAT TIEER 21,883 -
Income tax FTiSHt 56,604 10,267

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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PROFIT FOR THE YEAR 12, AAE B i A
The Group’s profit for the year is stated after charging the REB 2 REEHEFNEHNBRATSIA
following:
2012 2011
—S—_%f —E——%F
HK$’000 HK$'000
T#T FAT
Auditor’ s remuneration ZE BB S
— Audit — &t 1,380 1,100
— Others — Hftb 470 720
1,850 1,820
Amortisation s 890 —
Cost of inventories sold HEFERA 351,390 —
Depreciation e 982 611
Loss on disposal of property, plant WY -« BB M2 FE
and equipment 14 —
Operating lease charges in respect of THREFEENEER
land and buildings 2,350 1,106
Staff costs (including directors’ emoluments) & LA (BIREEEE)
— Salaries and allowances — e ML 12,381 9,585
— Retirement benefit scheme — RIREFFT B3R
contributions 367 259
12,748 9,844
Amount capitalised B FE
— Salaries and allowances — e NoEEL (1,851) (1,182
— Retirement benefit scheme — RIRERNFT B3R
contributions (50) @1
(1,901) (1,203)
Staff costs net of amount capitalised BETIRARERN &5
— Salaries and allowances — e ML 10,530 8,403
— Retirement benefit scheme — RIREFET B 51
contributions 317 238
10,847 8,641

POLVER AR M A RAT
TR TARAER
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13. DIRECTORS’ AND EMPLOYEES’ 13. EHELEEZME
EMOLUMENTS
The emoluments of each director are as follows: BEEMEWT
Year ended 31 December 2012 BE_Z——F+-A=+—HILFE
Retirement
benefit scheme
Salaries and contributions
Name of director Fees allowances BT Total
EEk4 e FeREM i (S 1]
HK$’000 HK$’000 HK$’000 HK$’000
THET FET F#ET FHET
Liao Tengjia Bl - 650 - 650
Chu Hing Tsung, alias Zhu Qing Yi REMR (RBRER) - 650 - 650
Chu Muk Chi, alias Zhu La Yi FRZ (RARWRF) - 650 - 650
Huang Jia Jue EEE - 650 - 650
Leung Wo Ping Jp RMTATHT 240 - - 240
Law Shu Sang Joseph (Note (c)) B (3 () 137 - - 137
Wong Chi Keung (Note (c)) B2% (13 () 137 - - 137
Liang Tongying (Note (b)) 28 (WD) 80 - - 80
Zhang Jiangi (Note () R (i) 103 - - 103
Total Hab] 697 2,600 - 3,297
Year ended 31 December 2011 BHE-_T—F+-_A=+—HIFE
Retirement
benefit scheme
Salaries and contributions
Name of director Fees allowances RINEF Total
EENY %A e eah AR a5
HK$'000 HK$'000 HK$'000 HK$'000
AR FAET FAT TEL
Liao Tengjia Bl - 450 - 450
Chu Hing Tsung, alias Zhu Qing Yi KEMR (RBRER) - 450 - 450
Chu Muk Chi, alias Zhu La Yi FRZ (RERHR) - 450 - 450
Huang Jia Jue BEE - 450 - 450
Leung Wo Ping Jp RRTAFHT 205 - - 205
Liang Tongying (Note (b)) 28 (i (o) 43 - - 43
Zhang Jiangi (Note () Rz (FE ) 205 - - 205
Zhou Chunsheng (Note (a)) BEE (Wit @) 148 - - 148
Total B 601 1,800 — 2,401
Notes: PR -

(a) Resigned on 28 October 2011

(b) Appointed on 28 October 2011 and resigned on 1 May 2012

(c) Appointed on 5 June 2012
(d) Retired on 5 June 2012

There was no arrangement under which a director waived or
agreed to waive any emoluments during the year.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (continued)

The five highest paid individuals in the Group during the year
included 2 (2011: 2) directors whose emoluments are reflected in
the analysis presented above. The emoluments of the remaining
3 (2011: 3) individuals are set out below:

13. FELABEZME @

FA - AEEZSUESHFALTHE2
(ZE——F:2) REF " KF
ZMEERA TR SIS - HER3ML
—T——F  3fu) REHALZHE
s

2012 2011

=4 —E——fF

HK$’000 HK$’000

FHET FHBT

Salaries and allowances e MoEEh 2,442 2,254
Retirement benefit scheme contributions  3RRIE | EH &I T 40 35
2,482 2,289

The emoluments fell within the following band:

e /A THERMALTZ ABIT ¢

Number of individuals

A
2012 2011
—2-_F —E——%F
Nil to HK$1,000,000 £ 2 1,000,000/8 7T 2 3

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

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.

1,000,001 87T & 1,500,000 % 7T

FR - AEEYVERAEAESS R
AEXNBE - (ERIMAREE LA
REER 2 RS - FRBEBAE -

POLVER AR M A RAT
TR TARAER
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14. PROFIT FOR THE YEAR 14.

ATTRIBUTABLE TO OWNERS OF THE
COMPANY

The profit for the year attributable to owners of the Company
included a profit of approximately HK$10,103,000 (2011:
HK$19,182,000) which has been dealt with in the financial
statements of the Company.

15. DIVIDENDS 15.

The directors do not recommend the payment of any dividend
(2011: nil) in respect of the year.

16. BASIC EARNINGS PER SHARE 16.

The calculation of basic earnings per share is based on the
profit for the year attributable to owners of the Company of
approximately HK$182,349,000 (2011: HK$16,659,000)
divided by the weighted average number of ordinary shares of
2,813,868,427 (2011: 2,459,393,955) in issue during the year.

There were no dilutive potential shares during the years ended
31 December 2012 and 2011. Therefore, no diluted earnings per
share have been presented.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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PROPERTY, PLANT AND EQUIPMENT

17. W3 > W ekt

Office
equipment,
furniture and
fixtures Motor  Construction
WAERME vehicles in progress Total
EHREE RE EEIR #am
HK$'000 HK$'000 HK$’000 HK$'000
FAET FHET FAET FAET
Cost R{E
At 1 January 2011 n= f——i H—H 942 4,341 - 5,283
Acquisition of subsidiaries KENB AR 8 - - 8
Additions NE 121 — — 121
Disposal of a subsidiary HEMB A - (2,663) — (2,663)
Exchange differences PR ZE 10 - - 10
At 31 December 2011 and R-_T——F
1 January 2012 TZA=t—
*Tffifﬂ H 1,081 1,678 - 2,759
Acquisition of subsidiaries uﬁzﬁ% (o) ENE] 237 1,227 3,024 4,488
Additions NE 979 — 7,662 8,641
Disposals W?ﬁ (506) - - (508)
Exchange differences =5 — (1) 4 (5)
At 31 December 2012 RZT—_F
+tZA=1+—8 1,791 2,904 10,682 15,377
Accumulated depreciation REHTE
At 1 January 2011 WZE——F—H—H 330 2,859 - 3,189
Charge for the year ARELFL 275 336 - 611
Disposal of a subsidiary HEHE AT - (2,663) - (2,663)
Exchange differences b = 3 - - 3
At 31 December 2011 and RZT—5F
1 January 2012 TZA=+—AkK
—E-—_%—-H—H 608 532 - 1,140
Charge for the year REEHET 400 582 - 982
Disposals ks (492) - - (492)
Exchange differences b =R — 1 - 1
At 31 December 2012 RZT—_F
+ZA=1+—H 516 1,115 — 1,631
Carrying amount REE
At 31 December 2012 A_E—_%F
+=A=+-AH 1,275 1,789 10,682 13,746
At 31 December 2011 RZE—F
+ZA=1+—8H 473 1,146 - 1,619

As at 31 December 2012, the carrying amount of office

equipment and motor vehicle held by the Group under finance
leases amounted to approximately HK$14,000 and HK$811,000
respectively (2011: HK$21,000 and HK$1,146,000 respectively).

As at 31 December 2012, the land use rights classified under

prepaid land lease payments and the construction in progress

thereon were pledged as security for the Group’s bank loans

(details of which are set out in note 31(b) to the financial

statements).

R-ZT——F+-A=+—H K£E
B ERORE 2 M AERERTED
BREE S B4/ 14,0008 7T % 811,000
BT (ZE——%F : 551721,00078 7T
%.1,146,000587T) °

R-E——F+-A=1+—8 28R
BN LS F IR 2 T A R
TREER  FRAKERITERZE
o (RFBENMBREME3D) °

POLVER AR M A RAT
.




18 |

NOTES TO THE FINANCIAL STATEMENTS
A 255 e e A
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%
18. PREPAID LAND LEASE PAYMENTS 18. FEAF 13 Ak IH
2012 2011
—S—_%f —E——F
HK$’000 HK$'000
T#T FAT
At 1 January Rn—H—H - —
Acquisition of subsidiaries BB A A 52,225 —
Amortisation for the year REZHE (939) —
Exchange differences M =R (74) —
At 31 December W+=—RA=+—8H 51,212 —
Current portion BIEAER 7 (1,416) —
Non-current portion JEBNERER 2> 49,796 —
The Group’s prepaid land lease payments in relation to land use REEZENLHHEERIE - 2EANT
rights under medium term leases in Guangzhou, the PRC for hotel HEAMEA9TE T RSB ERE T R A 7 B &
buildings, were acquired through acquisition of subsidiaries. As at Mz TR - THE BB B AR
31 December 2012, the land use rights were pledged as security Bi§  RZZE—=F+=A=+—8H"
for the Group’s bank loans (details of which are set out in note TH{EREERR  (EAREEIRTE
31(b) to the financial statements). KRB (B H N BRI T
31(b)) °
19. INVESTMENT PROPERTIES 19. #EYE
2012 2011
25 —E——fF
HK$’000 HK$'000
T FAT
At 1 January n—HA—H 1,095,966 839,317
Acquisition of subsidiaries W B AR - 166,221
Fair value gains NEERZE 30,174 41,719
Exchange differences ME H ZERE (103) 48,709
At 31 December R+=-—A=+—H 1,126,037 1,095,966

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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19. INVESTMENT PROPERTIES (continued)

@)

As at 31 December 2012, 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 2012 was based
on a valuation carried out by A.G. Wilkinson & Associates
(Surveyors) Limited, an independent qualified professional
valuer not connected with the Group with substantial
experience in valuation of properties. The valuation of
investment properties was carried out, on the basis of
market value, by comparison method with reference to
comparable market transactions and/or by investment
method based on capitalisation of the net rental income
with due allowance for the reversionary income potential.

As at 31 December 2012, all investment properties were
pledged for the Group’s bank loans (details of which are
set out in note 31(b) to the financial statements).

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 2012, the Group’s total future
minimum lease payments under non-cancellable operating
leases are receivable as follows:

19. BEME @

(@)

RZE——F+=-_A=+—H"
AEBFAIREMELDURFE
BN - Wirh ERFRAEE -

REBAANCEROBAEIE
HHEAGZREMETIRAF
BEif2- AEEREMERZ
T——F+-_A=+—HZA
FEDBEEREHNEMTE
RABWEL ZHEERE - %2
AA—REAEEEHEZE
NEEREEMGER - ARY
EHEFERALELR 1R
BMEZEERRMERE
TESEALBEMBR S 2T
EORBEITRRERES KA
SFEANMEARERRAE

EEEHE ZIRERETT -

R-ZBE——F+-_A=+—
H-FIBEREMEGHEERTNSE
ERITERHERD (BAFS
R EEwEMEE31(0)) ©

AEBEREBELEESELEME
REWME - HEMERNF -
ZEMEATBREIAEE -

WZE—Z—ZF+ A =+—
H @ NEBIRE T A] fRER MK
EHETRRERNSERE
FIBEERIAT ¢

2012 2011

=% —E——fF

HK$’000 HK$’000

TH#T FHTT

Within one year —FNKN 90,283 86,000
In the second to fifth years inclusive 8 _ZF A F (BIEHEMF) 325,290 389,203
Over five years REL - 26,448
415,573 501,651

PO FE RS AT TR /A 7

—F AR
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20. INTANGIBLE ASSETS 20.

EILE R

Favourable
operating
leases on

business
combination

(Note)
E L)
SHEFER Computer
ZBEEHER software Total
(FfI5E) EIaE G L]
HK$'000 HK$’000 HK$'000
FET FET FETT
Cost RE
Acquisition of subsidiaries WEE B A A 37,618 — 37,618
Additions NE — 2,059 2,059
At 31 December 2012 RZTE—ZF
+=—A=+—H 37,618 2,059 39,677
Accumulated amortisation et
Amortisation for the year NEFE 681 209 890
Exchange differences P =58 - 1 1
At 31 December 2012 RZE—=F
+=-—A=+—~H 681 210 891
Carrying amount RmE{E
At 31 December 2012 RIE—ZF
+=B=+—H 36,937 1,849 38,786
Note: PR -

During the year, the Group obtained certain land use rights under medium
term leases in Guangzhou, the PRC through acquisition of subsidiaries.
The terms of the leases are favourable relative to market terms. Hence,
the Group recognised an intangible asset as the terms of the operating
leases are favourable.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

GOODWILL 21. HE
HK$'000
FHT
Acquisition of subsidiaries (note 38(a)) WEEMT B A ) (FizE38(a)) &
and at 31 December 2012 RZE——F+=H=+—H 4,149
Goodwill acquired in a business combination is allocated, at EBEUTES 2B TR R S
acquisition, to the cash-generating unit (‘CGU”) that is expected ZEMKEEBE P ER BeEE
to benefit from that business combination. The carrying amount B ((ReELEM]  BE2ERT
of goodwill has been allocated as follows: EESRLT
HK$’'000
TAT
Property development and M RS 5
sales segment
Guangzhou Dong Gang BEINREEREHESRAA
He Zhong Property Company ([EMEHE]D
Limited * (“Guangzhou Dong Gang”) 4,149
* English name is translated for identification purposes only. * BB EHHA
The recoverable amount of the CGU is determined based on fair ReEL BN AR B EAFE
value less costs to sell. The fair value is determined according FSHEANETE © A FERIEEREY
to the value of the underlying properties. The assumptions XZBEEE -AERSELEM A
used in deriving the recoverable amount for the CGU have W el A AREHREBERR -
been determined based on the past performance, nature of the BAYEEEREEEHTEYENS
underlying properties and management’s expectations in respect MHERFBHERE
of the market development in the PRC property market.
INVENTORIES 22. f#8&
2012 2011
=% —E——fF
HK$’000 HK$'000
THET FET
Properties for sale under development BERPHFEDE 4,029,159 2,058,149
Properties held for sale HEWE 359 —
At 31 December R+=-—A=+—H 4,029,518 2,058,149
B HER AL A R AT

—F AR
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22. INVENTORIES (continued) 22. #B @

(@  The analysis of carrying value of leasehold land included in @ FABRBRSEVERGEY
properties for sale under development and properties held ¥HET  REED T
for sale is as follows: ™

2012 2011
=% —E——fF
HK$’000 HK$'000
THT FAET

In PRC JiNas
— Long leases — RHMELY 809,683 97,015
— Medium-term leases — FRERFH 4T 475,863 414,886
1,285,546 511,901

(b)  Properties for sale under development expected to be () TEHSTERZERPEFEME
completed:

2012 2011
—B——F e
HK$’000 HK$'000
THT FiBT
Within normal operating cycle HIA ’EEb,JZZ
shown under current assets IEREFEER 4,029,159 2,058,149
() The amount of properties for sale under development (© TEHIREBR —FiRaEE L BE

expected to be recovered after more than one year is
analysed as follows:

TEEMEZEZBANAT

2012 2011
=% —E——fF
HK$’000 HK$'000
THT T
Properties for sale under BRPFEDE
development 3,894,836 1,832,296

Apart from the above, all other properties for sale under
development are expected to be recovered within one
year.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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22. INVENTORIES (continued)

(@

Included in properties held for sale under development is
an amount of approximately HK$1,797,006,000 (2011:
HK$1,685,654,000) in relation to a properties for sale
under development project located at Tianhe District,
Guangzhou, the PRC (“Hailian Project”). 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 (the Company’s subsidiary acquired in 2011) and
Guangzhou Municipal Land Resources and Housing
Administrative Bureau (the “Land Vendor”), Guangdong
Hailian obtained land use rights for Hailian Project at a
consideration of approximately RMB334,359,000 of which
a sum of approximately RMB302,051,000 was overdue.
Nevertheless, upon Guangdong Hailian paid up the first
instalment of the land premium, a certificate of land use
rights was issued to Guangdong Hailian in 1999.

Pursuant to the Land Grant Agreements, if the land
premium payable is not settled within the scheduled
period, 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 2012, the outstanding land premium was fully
settled. However, the late payment charge payable of
approximately HK$177,351,000 (2011: HK$173,504,000)
is yet to be settled.

In addition, 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 has a right to issue an order to
forfeit the land. 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.

22. B @

(d)

FABREREEMELR—£F
B L 7 AR B R N KA [ 2 B R
PrREEWE((BBERE]D 2
% % #491,797,006,0007% 7T (=
T — — £ :1,685,654,0005
J0)  MBEEREE (KAQFRN
—E-—FRECIRELT) &
BMNTETERNEEEER
(ITHER ) 57322 HES 5
A—ANANE+—A=-+N\H
K—ANANFEMARBZ L
ERARLBRAR ([ L
BERD  BEREBBAOAR
334,359,000t W X B &8
BB ES T FERE . Hb
#) A R #302,051,0007C & X
oA ERBHATEE
WERE TtiFREZDER
—NANFREFGHEL -

RIE T EESR - HER
BRERBEEHARNIZMN  BER
G ERIBRED - RER
B REPE BB E R E i
B01%2BHE S  RZF
—ZF WARIMNZHEE R
T R EBRAERS L
177,351,000 7L ( = & — —
£ 1 173,504,000/ 7T) AKX
e

SN - R R S R BERE L
WEEA R R R MR T (B
ZEERZLTMETEMAE L
B8 M FRHETT R A AR AR
A B E L3R B R SR R 16RE)
MEmtit BtwES A%
BHRWZ T HEIES - R
T——FXA=H tHEH
ARG LA BRR
BRBEZRLMWAREDBLHE
Bt o

POLVER AR M A RAT
TR TARAER
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22. INVENTORIES (continued)

(d) (continued)

During the year ended 31 December 2012 and
subsequent to the reporting date, Guangdong Hailian is
in the progress of obtaining all the relevant government
approval and permits for the development of the land. In
addition, Guangdong Hailian has not received any demand
notice from the Land Vendor in relation to settlement of
the outstanding 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 has
exercised its right under the Land Grant Agreements and
therefore 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 no idle land
fees should be imposed.

(e) As at 31 December 2012, certain properties for sale under
development were pledged for the Group’s bank loans
(details of which are set out in note 31(b) to the financial
statements).

23. ACCOUNTS RECEIVABLE

The Group’s accounts receivable represent receivables from
property rental and sales of properties. Rental receivables from
tenants are due on presentation of invoices and there are no
credit terms for sales of properties.

The aging analysis of accounts receivable, based on the invoice
date for property rental and delivery date for property sales, is as

22. B

23.

©)

(#8)

REBEE-ZZT—Z—F+=A
—t+—BLEFERREEH
% BREHIELIHIEHEZ
3t & B 75 48 BA BT #EE R ET
Ao pboh  ERGH I R EE
Ef L & 5 3t A R AT
MEMERSmEHHERE
Ao BRI Rt RIEBHE
EER EERAEBEREWMA
T FERAENE —ESEA
Ao T EERMABR
THBEAITEER L ERES
B TR EEITE EFTE
EBRTEREZ T BER
B AT REB T AERE
- BAAAEEBREHIMAXR
T HHERTEZNEE T
HE o

RZE—ZF+ZA=+—
H BETEBRRHEWEER
AREBMIBITERMEA (HFF
BEN B REMIEES1(D)) °

JE WAL sk

AR R R E N LR Y
S 2 FERHOR - RETES 2 EUR
SR RE RIS - MEHE LR

8-

RWRFIREREEZ A R YEH
EXN AR EZRRONAT -

follows:
2012 2011
—g——F e
HK$’000 HK$'000
F#&T FET
Within 3 months =EAKA 4,277 2,405
4 to 6 months POz 7 {E A - 9,005
7 to 12 months +tE=+ @A - 13,507
4,277 24,917

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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ACCOUNTS RECEIVABLE (continued)

As of 31 December 2012, the above accounts receivable were
past due for which the Group has not provided for impairment
loss.

The above receivables relate to certain independent purchasers
and a tenant. In respect of the accounts receivable arose
from sales of properties, the directors consider that these
receivables would be recovered and no allowance for impairment
was made against these past due receivables. Regarding
the rental receivable of approximately HK$2,525,000 (2011:
HK$24,917,000), the balance was fully settled subsequent to the
reporting date. The Group holds rental deposits as collateral from
the tenant. As such, the directors consider that no allowance for
impairment is necessary in respect of the rental receivable.

PREPAYMENTS, DEPOSITS AND

23.

24.

JE WL R 3K ()

R-E——F+-_A=+—H " LiifE
WEER R EEH B - (BEAREETE
TEHRVEE B -

it EGRIREE T B Rk —&H
FRE- - AMEHEEL 2 REIERR
& EERRZEEYFE K
[ B RS B A R IA VR
HER A - Bt AR £ 492,625,0008
Tt (ZZF——% : 24,917,000/ 7T) i
o RBRERBRESARREHEE - A
SEHAEFP HERSIERERR -
At - EERAEFZHEUKEDEHR
B -

TATBKIE ~ 5T & R HAl

OTHER RECEIVABLES JE WAk IR
2012 2011
—E——F —T—%
HK$’000 HK$’'000
T#T T
Other receivables (note (a)) Hbpdsaa (5 () 374,648 16,570
Prepaid land costs (note (b)) TEf oAk A (BT E () 124,032 —
Prepayments and deposits (note (c)) FERFIERETE (MiFE () 79,114 123,574
577,794 140,144

(@) Included in other receivables are amounts of approximately:

(i) HK$78,617,000 representing prepayment for
potential property investment to an independent
third party during the year ended 31 December
2012. However, no definitive agreement has been
entered and hence, the sum was fully repaid to the
Group in January 2013.

(i HK$283,652,000 representing prepayment
for construction costs and advance to a major
construction contractor which is unsecured and
interest-free. The balance was fully repaid to
the Group in March 2013 due to revision of the
underlying construction contract.

(@  EMEYRGIABEL TR

0] REE=FT——F+=H
=t—HIEFERBIE
=B EMERERN
/Y 78 1+ 5£78,617,000/%5
L o SR+ WEERT M HAR
ek - Bt - ZeBER=
T—=F—ARArEEZE
HURIE o

(i) A—REBEEADD
TR B EK AN TE R
18 N #4358 283,652,000 78
T AR BB K&
2B - BREREEES
FEEIER] - WZEHRD
RZZT—=F=ARAK
SERERE -

POLVER AR M A RAT
TR TARAER
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24. PREPAYMENTS, DEPOSITS AND
OTHER RECEIVABLES (continued)

()

The Group’s prepaid land costs represented partial
payment of land costs and incidental costs for acquisition
of land use rights located in Conghua, Guangzhou,
the PRC upon successfully bidding at a land auction
conducted by the PRC government. In December
2012, the Group entered into a land grant agreement
in relation to the land use rights at a consideration of
RMB198,420,000. In December 2012, the Group entered
into a loan agreement with a bank for a bank loan granted
and committed instant registration of mortgage of the
aforesaid land use rights upon the possession of the land
use right certificate.

As at 31 December 2012, the unpaid land premium in
relation to the land use rights amounted to approximately
HK$128,161,000. Subsequent to the reporting date,
the Group fully settled the balance of land premium and
obtained the relevant land use right certificate.

Included in prepayments and deposits was an amount
of approximately HK$34,433,000 paid to a construction
contractor in order to secure the due performance under
a construction contract entered in December 2011. In the
event of early termination of the construction contract,
the construction contractor will refund the deposit to the
Group provided that such early termination is not caused
by any breach of provisions under the construction
contract.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

ZFE+ZA=+—HILFE

24. T E
JE B

(b)

KIE ~ 5] 4 S H A
K IE ()

ANEE 7B LAk AFEES
Bl AE A 1T 2 T E £
ERNEZRE - IRWELRS
B BN T e 2 i E AR 2
Bo T A RMIEER - X
-+ R  KxEEF]
V-IETHEESR REE
BB AR 198,420,000 7T
WETHERE R —=
F+A AEHEHE-HR
TR ERBRNERRTE
%'I%ﬁmwﬂimﬁ%%
FE - BDEEBL Ll 4 (5 PR 4
LTTHI%EEE °

RZE—Z=ZF+ZR=+—
H: RS EAEMELD
128,161,000/8 7T ° ¥R A A7
% AEBEBEREBHEZLE
£ - WES AR T Moo FARERE -

BNFRERT2E2ERN K
BREABHINHRELY
34,433,000/ 87 &5 TIR#F
ZE——F+ZAFUMEE
ERMET - MEEERELR
AIARR:  BERBHAERAE
BlRERT® 0 RBIIR R IEAI AR
TEARERBEAR THIE
/TA"



25.

26.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

RESTRICTED BANK DEPOSITS 25. SZBRISRAT FE K
2012 2011
—S—_%f —E——F
HK$’000 HK$’000
FET BT

Guarantee deposits for construction of TEEMEEZESD

pre-sale properties 93,282 40,499
Pledged bank deposits (note 31(b)) EIRRITIFR (HFE31(D)) 17,668 15,412
110,950 55,911

In accordance with the Administration of Pre-sale of Commodity
Premises Regulations in the PRC, 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 PRC State-
Owned 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 2012, the restricted bank deposits of the
Group denominated in RMB amounted to approximately
HK$93,282,000 (2011: HK$40,499,000). 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.

BANK AND CASH BALANCES

At 31 December 2012, the bank and cash balances of the
Group denominated in RMB amounted to approximately
HK$120,563,000 (2011: HK$868,000). 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.

26.

RBEHEELEEEBRG  AEE
ERIEERITIRP RS THENES
MEFTISRIE - {ERIBEY) ¥ 25EIE B
EEIRTFR o AT RERH
TERNEEEERILERANEERE
MERENEEMEBEENEEER - %
ERGRRENEEEEMELRTES
VARRRR o

R-ZEE——F+-A=+—H0 K&
EUARBFENZRABITER
#) /93,282,000 7L (=& — —F:
40,499,000/ 7T) o A R M A 50
BEBFHRE 2 CHMNEEBIGH) k(&
& - SERMNESEHRT)

SRAT M B 48 &5 R

R-ZE——&F+=-A=+—8 K&
EUAARBHENRITRBESEHRY
£120,563,0008 L ( =T — — F:
868,000/87T) ° AR H RN A E
SFHEZ CHNEBIBGED) K (4 -
EERMNESERE)

POLVER AR M A RAT
TR TARAER
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27. ACCOUNTS PAYABLE 27.

The Group’s accounts payable comprise the following:

FE A5} Bk

AEE 2 BNERRBREATEIEA

2012 2011

—E—_F e

HK$’000 HK$'000

T#T FT

Land premium payable FERTHI(E - 351,611
Land late payment charge payable FE Do e (BRE22(d)

(note 22(d)) 177,351 173,504

Construction fee payable JENIZEER 242,935 7,528

420,286 532,643

The aging analysis of accounts payable, based on the payment
due date, is as follows:

FE SRR BIZ (3R B HR B TR 2 BRER D AT
LI

2012 2011

=4 —E——fF

HK$’000 HK$’000

FET T

Within 3 months ={EAA 242,935 7,255
4 to 6 months P02 75E A - 26
Over 1 year —FLA 177,351 525,362
420,286 532,643

28. PROCEEDS RECEIVED FROM PRE-SALE  28.

OF PROPERTIES

Proceeds received from purchasers in connection with the
Group’s pre-sales of properties to be settled after more than one
year are analysed as follows:

%E%%WWZ%%%

ERASEEBRENFERKIVZAE
RIEBB—FREENONIT ¢

2012 2011

—2—_%f —E——%F

HK$’000 HK$'000

T#T FiET

Settled after more than 1 year BiR—FREE 369,340 20,593

Apart from the above, all other proceeds from pre-sale of
properties are expected to be settled within one year.
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29. ACCRUALS AND OTHER PAYABLES

30.

31.

29. JEwTE FH B A sk IH

2012 2011
—S—_%f —E——F
HK$’000 HK$'000
THT FiBT
Consideration payables (note (a)) FERRE (H3E@) 17,267 32,794
Rental deposits received (note (b)) WERHEZS (5E (D) 16,365 13,815
Other creditors and accrued charges HA e R R ER 152,649 121,184
186,281 167,793

@) Included in consideration payables is amount of (a) FERBrh 471,000 T2 708

approximately HK$1,000 representing consideration
payable due to the Company’s ultimate holding company,
Rong De (note 38(b)). The balance was fully settled
subsequent to the reporting date.

(b) The Group’s rental deposits received are expected to be
settled after more than one year.

RENAR B REEE D E R
B2 (B (PIEE38(D) - ARAK
HERHRE A HRBSAS -

b)  AEREWRERHHEERSERG
HRIB—FREE -

AMOUNT DUE TO THE ULTIMATE 30. MEAT 5 AR I 23 Wl sk IH
HOLDING COMPANY
As at 31 December 2012, the amount due to the ultimate holding R-ZE——F+-A=+—H " Efi&
company is unsecured, interest free and repayable on demand. BIERARFIEAEER - £ ERIZE
SKIEEE o
BANK AND OTHER BORROWINGS 31, SRAT B HA0 AR X
2012 2011
=4 —E——fF
HK$’000 HK$’000
FET FET
Bank loans — secured IRITER — B 1,129,800 317,679
Senior Notes — secured BEEE — BT 476,756 468,974
1,606,556 786,653
Bt AL A FRA

e
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4 ENA
31. BANK AND OTHER BORROWINGS 31. T KHABARK @)
(continued)
(a)  The bank and other borrowings are repayable as follows: (a) EEEZHRITREMERNOT
2012 2011
—E—_f —E——fF
HK$’000 HK$'000
T#T FiBT
Bank and other borrowings HRITREAE K
On demand or within one year RERIN—FNR 838,914 65,623
In the second year E_F 648,186 66,081
In the third to fifth years, inclusive ~E=ZF 1 F (BIEEEWF) 119,456 654,949
1,606,556 786,653
Less: Amount due for settlement  J& : B+ {8 A NEIHfEE
within 12 months (shown 2 7B GEREIEE)
under current liabilities) (838,914) (65,623)
Amount due for settlement after A+ {8 FEE|H&EE 2 F08
12 months 767,642 721,030
(b) Bank loans by HITEX

As at 31 December 2012, the bank loans were secured
by the following:

(i) all the Group’s investment properties;

(i) the Group’s land use rights classified under
prepaid land lease payments and the
construction in progress thereon of approximately
HK$51,212,000 and HK$10,682,000 respectively;

(iii) the Group’s properties for sale under development
of approximately HK$1,560,909,000;

(iv) the Group’s pledged bank deposits of
approximately HK$17,668,000;

(v) 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;
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BANK AND OTHER BORROWINGS

(continued)

(b)

Bank loans (continued)

(vi) assignment of all rental income from the Group’s
investment properties; and

(vii) corporate guarantees executed by Guangdong
Zhuguang Group Company Limited* (“Guangdong
Zhuguang”), Guangdong New Southern Group
Company Limited* (“Guangdong New Southern”)
and an independent third party.

Guangdong Zhuguang is considered as a related
company of the Group as the ultimate controlling
party of the Company, Mr. Liao Tengjia, has
significant influence in Guangdong Zhuguang.

Guangdong New Southern is considered as a
related company of the Group as it 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
purposes only.

Bank loans of approximately HK$32,102,000 (2011:
nil) are arranged at fixed interest rates thus expose
the Group to fair value interest rate risk. Other bank
loans of approximately HK$1,097,698,000 (2011:
HK$317,679,000) are arranged at floating rates thus
expose the Group to cash flow interest rate risk. As at
31 December 2012, the effective interest rates on the
bank loans ranged from 5.0% to 24% (2011: 4.9% to
6.6%) per annum.

As at 31 December 2012, the bank loans with total
carrying amount of approximately HK$252,144,000 (2011
HK$317,679,000) are denominated in HK$, currency
other than the functional currency of the relevant group
entities.
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31.

BANK AND OTHER BORROWINGS

(continued)

(©)

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 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 will be redeemed on the earlier of (i)
21 December 2014 and (i) 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 natification 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% (2011: 17.2%) per annum.
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31. BANK AND OTHER BORROWINGS 31. T KHABARK @)
(continued)
(¢)  Senior Notes (continued) (c) BREE @®
The Senior Notes are secured and guaranteed by: BEZBRTBEATZEERR
R -
() a second fixed charge over the entire issued share 0] EREE - HEZERSE
capital of ZGL, Cheng Chang Holdings Limited RAF ([HE]) REE
(“Cheng Chang”) and Fully Wise Investment KEBRAR ([BE])
Limited (“Fully Wise”), being the holding companies (BBERBEE 2IZERA
of Guangdong Hailian, and the related rights; Al) 2MEEITREZE
RS R ARRARER
(ii) 80% equity interests in Guangdong Hailian; (i EHEHE 2 80% s
(i) security assignment of all of the rights and interests (i) METEBRAERZH
in respect of certain intra-group loans; and BREMEEZ CERS
i : R
(v)  guarantee executed by the Company’s director, vy ARAREBREBEMRITE
Mr. Chu Hing Tsung (alias Mr. Zhu Qing Yi). (RBEREFRTLE) (EH
ZPER o
32. FINANCE LEASE PAYABLES 32. b AH A X
Present value of
Minimum minimum
lease payments lease payments
REREMR REASMRBRE
2012 2011 2012 2011

—g-=% ~T F Z®-If -~ F
HK$’000 HK$'000 HK$’000 HK$'000
FTRE  TEr TEE AR

Within one year R—FA 388 388 379 363
In the second to fifth years, FE_EZFRF

inclusive (BIEERME) 5 393 4 383

393 781 383 746

Less: Future finance charges B R E AT (10) (35) N/AFER NATEH

Present value of lease obligations ~ fA & YEIRE 383 746 383 746

Less: Amount due for settlement 78 : I+ @A R

within 12 months (shown BIEfsEE 2 B
under current liabilities) (FIEREEE) (379) (363)

18 A& 25

Amount due for settlement after wnt+=
HEE 2 RIE 4 383

12 months

POLVER AR M A RAT
TR TARAER
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32.

33.

FINANCE LEASE PAYABLES (continued)

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 2012, the effective borrowing
rate was 5.9% (2011: 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 lessors’
title to the leased assets.

AMOUNT DUE TO A NON-CONTROLLING
SHAREHOLDER OF A SUBSIDIARY

In 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 will be
repaid upon proceeds received from purchasers in connection
with Guangdong Hailian’s pre-sale of the properties for sale
under development. During the prior 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 31(c)), ZGL will
procure that, so long as any Senior Notes remain outstanding,
Guangdong Hailian will 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 will be repaid after the full redemption of
the Senior Notes.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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DEFERRED TAX (ASSETS)/LIABILITIES  34.

The components of deferred tax (assets)/liabilities recognised
in the consolidated statement of financial position and the
movements during the year are as follows:

BIEBLE (EE) A

RFE TR RRNER ZELETRE
(BE) /ABZHERRENREE 28
£ N

Fair value
adjustments on  Undistributed Total Temporary Total
Revaluation business profits of a deferred  difference on deferred tax
ofinvestment  combinations PRC subsidiary ~  tax liabilities LAT assets
properties EBAH —FHERELR B TitRER EIL
RENMRER AFENRE  CRAERY  RERREE ZEREE  REEEAN
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TiEn T TR TET TAL
At1 January 2011 RZE—F

—-fR-f 55,679 - - 55,679 - -
Acquisttion of subsidiaries WEnEAA 10,720 - 10,720 - -

Charged to profit or loss REENERRTH

for the year 4172 - 4172 - -
Exchange differences EREE 3,271 - 3,271 - -
At 31 December 2011 RZF—F

TZR=1-H 73,842 - 73,842 - -
Acquisition of subsidiiries WEEB AT - - 191510 - -
Charged/(Credited) to profit or TEENERR

loss for the year X8/ (GtA)

(note 11) (FizE11) 3017 5,03 7,868 (1,886) (1,886)
Exchange differences EREE 4 16 12 6) (6)
At 31 December 2012 RIB-Z%§

+-A=+-H 76,855 191,328 5,049 273,232 (1,892) (1,892)

At 31 December 2012, the Group had unused tax losses of
approximately HK$50,788,000 (2011: HK$25,562,000) 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.

WZE——F+-A=+—0 A58
B 7R &) 3 F1 18 /B 18 49 50,788,000 7% 7T
—ZT——1F :25562,000% L) A A
SRR T o BRI @ 2 T
AITERIM - SRR S IR RIET
MIBEE - Ll REVARIBEBASNE
R T ERATEEIE -

POLVER AR M A RAT
TR TARAER
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35. SHARE CAPITAL

35. JBEAR

Number of shares Share capital
B & %
2012 2011 2012 2011
—F--F T F ZFB--F T —F
Note HK$°000 HK$'000
B TET FHT
Authorised: BERE
Ordinary shares of SRAEEI0BT
HK$0.10 each ZEBR
At 1 January ®—A—H 4,000,000,000 4,000,000,000 400,000 400,000
Increase 2m (@ 2,000,000,000 — 200,000 —
At 31 December ®“+=-A=1+—H 6,000,000,000 4,000,000,000 600,000 400,000
Issued and fully paid: ERTRBERE
Ordinary shares of BREEI0ET
HK$0.10 each LR
At 1 January ®—A—H 2,468,820,000 2,430,592,152 246,882 243,059
Issue of shares BT (b) 1,186,986,000 38,227,848 118,699 3,823
At 31 December R+-ZA=1+—H 3,655,806,000 2,468,820,000 365,581 246,882

Notes: BiE -

(@) By a special resolution passed on 27 November 2012, the (@) BRER-_ZT——F+—A=++k
authorised ordinary share capital of the Company was increased HERBz —BENIAZEE &
from HK$400,000,000 to HK$600,000,000 by the creation of NEIZEELEBRBEAERBIER
2,000,000,000 ordinary shares of HK$0.10 each, such new 2,000,000,000 & &/ EE0.108 7T
shares ranking pari passu in all respects with the existing shares 2 & i I B3 400,000,000 7 7T 35 A
of the Company. % 600,000,000/% 7T 3% % # R0

HANRIRBERNEREHEHEIZE
BRSES -
(b) On 7 May 2012, 437,453,000 new ordinary shares of the (o) RZZE——FRALH XREE

Company were issued at HK$0.64 per share as the consideration
for the acquisition of Profaith International Holdings Limited
(“Profaith International”), a company incorporated in the
BVI, details of which are set out in note 38(a) to the financial
statements. 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$236,225,000.

On 3 December 2012, 749,533,000 new ordinary shares of
the Company were issued at HK$1.05 per share as part of the
consideration for the acquisition of the entire issued share capital
of Ai De Investments Limited (“Ai De”), a company incorporated in
the BVI, details of which are set out in note 38(b) to the financial
statements. 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$712,056,000.
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SHARE CAPITAL (continued)
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 2012, 32.4% (2011: 47.2%) of the shares were
in public hands.

STATEMENT OF FINANCIAL POSITION
OF THE COMPANY

35.

36.

AR ()
EARE M

REREEE N e W E R EEARE
B ABRERREEANEBLARK
RiefEsmK  AEERRBREAE
BREAHTK - BRI RFEHR 2 & FRE
NRBEREERSRE - WEAEEM
5 EERRED (BREARRER AR
BB EARNER) BIEEAR -

REEME— BB ST ZINTE R TE i
FERR D TABE 3 P ETh 2 R FFIREME
1R25% o ANEE T A UER D 1B P R B

HERERABALHAELIERMERZ

HE

ERARFRE—BEET25%R

BlZBE - N_EBE——F+-_A=1+—
A BOZARFERER34%(ZF

——%F 1 47.2%) °

Aoy w2 BB IR P %

2012 2011
% —T—%
HK$’000 HK$'000
THET FHEIT
Property, plant and equipment Y% - BB KRB 771 197
Investments in subsidiaries RIB AT 2 RE 2,211,303 1,124,201
Deposits Hls 406 466
Bank balances RITEERR 74 27
Accruals and other payables FEFTE R R EMFE 5RIE (2,285) (1,769)
Amounts due to subsidiaries JEH I B~ =) R A (51,142) (41,078)
NET ASSETS EERE 2,159,127 1,082,044
Share capital [N 365,581 246,882
Reserves G 1,793,546 835,162
TOTAL EQUITY wiEgs 2,159,127 1,082,044
Bt AL A FRA

—F AR
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37. RESERVES 37.

(a)  Group

The amounts of the Group’s reserves and movements
therein are presented in the consolidated statement of

fats fh
(a) AHEHE

AREZHELERAED2
SR A 2 ERERRGAR

comprehensive income and consolidated statement of mEBEK o
changes in equity.
(b) Company (b) AL
(Accumulated
losses)/
Retained
Share  Contributed profits
premium surplus  (REHE5HE) Total
BiRER EdER RERT ot
HK$'000 HK$'000 HK$'000 HK$'000
TET TET FET FET
At 1 January 2011 R-E——%—F—R 1,314,156 477,805 (1,074,752) 717,209
Issue of shares Bl 098,771 - - 08,771
Profit for the year RERHH - - 19,182 19,182
Transfer 2704 (1,314,156) 239,404 1,074,752 -
At 31 December 2011 and RZE—F
1 January 2012 +ZA=+—8k
—E-—f-f—H 98,771 717,209 19,182 835,162
Issue of shares (note 35(b)) BT (H7E35(0) 948,281 - - 948,281
Profit for the year AEZRF - - 10,103 10,103
At 31 December 2012 R-B-Z&
+=R=+—-H 1,047,052 717,209 29,285 1,793,546

In the prior year, 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
approximately HK$239,404,000 was transferred to the
contributed surplus of the Company.
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RESERVES (continued)

Company (continued)

As at 31 December 2012, the contributed surplus of the
Company includes (i) approximately HK$477,805,000
(2011: 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 (i)
approximately HK$239,404,000 (2011: 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.

(ii) Reserve on merger accounting

The reserve on merger accounting was set up
upon the share swap for the Company to acquire
its subsidiaries.

(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 3(c) to
the financial statements.

37. filiflE

(b)

(©)
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37.
(©)

RESERVES (continued)

Nature and purpose of reserves (continued)

(iv) Contributed surplus

The Company’s contributed surplus was explained
in note 37(b) above. The application of the
contributed surplus is governed by the Companies
Act of Bermuda.

(v) Statutory reserve

In accordance with the articles of association of
certain subsidiaries established in the PRC, these
subsidiaries are required to transfer 10% of the
profit after tax to the statutory reserve until the
reserve reaches 50% of the registered capital.
Transfer to this reserve must be made before
distributing dividends to equity owners.

38. ACQUISITION OF SUBSIDIARIES

2012

(@)

Pursuant to a sale and purchase agreement dated
16 January 2012, the Group acquired from the Company’s
director, Mr. Chu Hing Tsung (alias Mr. Zhu Qing Yi),
the entire issued share capital of Profaith International.
The consideration was satisfied by the issuance of
437,453,000 new ordinary shares of the Company.
Profaith International is an investment holding company,
together with its 100% owned subsidiaries, Ever Crown
Corporation Limited and Guangzhou Dong Gang
(collectively referred to as “Profaith International Group”)
are principally engaged in property development.

The acquisition was completed on 7 May 2012. Profaith
International Group was acquired so as to enhance the
Group’s property development operations.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
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38. ACQUISITION OF SUBSIDIARIES 38. Wk R B 2wl )
(continued)
2012 (continued) —E—_f (&)

@  (continued) (@) (%)

The fair value of the identifiable assets and liabilities of FIT Y e 1 22 {5 B B 6 [ 9 7]
Profaith International Group acquired as at its date of FIEERBERKEENAT
acquisition is as follows: BT :
HK$'000
FAET
Net assets acquired: FTUE M & EFE ¢
Property, plant and equipment Y% BB RS 4,319
Intangible asset BEE 37,618
Prepaid land lease payments TEf T E EFE 52,225
Properties for sale under development BRPTEYE 403,564
Prepayments, deposits and other receivables TENFIE - a1 RHMERFIE 1,983
Bank and cash balances RITRIRESER 3,299
Accruals and other payables FERTE A & E A FRIE (132,454)
Deferred tax liabilities EEFIBEE (94,733)
275,821
Goodwill [k 4,149
279,970
Satisfied by: ATRB AT
Issue of 437,453,000 new ordinary shares of %17 437,453,000 i A< A &)
the Company, at fair value FEEl o HAEE 279,970
Net cash inflow arising on acquisition: WEEEARIRSRAFRE
Cash and cash equivalents acquired FrigiErii € KIRe5EIEE 3,299
The directors are of the opinion that the goodwill arising EERANEREEBERE
on the acquisition of Profaith International Group is EHEBEERS HFETREER
attributable to the anticipated future operating synergies RCEHEERBR -

from the business combination.

B HE B AT
—F AR
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For the year ended 31 December 2012 HZE —ZT——

38. ACQUISITION OF SUBSIDIARIES

(continued)

2012 (continued)

(@)

(continued)

The fair value of the 437,453,000 ordinary shares of
the Company issued as the consideration paid was
determined on the basis of the closing market price of the
Company’s ordinary shares on the acquisition date.

Acquisition-related costs amounting to approximately
HK$497,000 have been excluded from the consideration
transferred and have been recognised as expenses in the
year, within the “administrative expenses” line item in the
consolidated income statement.

Profaith International Group’s contribution of turnover
and results to the Group from the date of acquisition to
31 December 2012 are as follows:

ZFE+ZA=+—HILFE

38.

W S 0 2 ) )

(@)

—Z%F (&)

(#8)

ERE KR E T B
437,458, ooob%@?jt% Y

NEETERARR A EBRRN
Welig BB ETE °

W HE AR B Rk 28 49 497,000 B L2
RERNRERER - WHRGRE K
wR[ITHER]EEAERE
FARY -

AEEREEAKBARE -
F-—E+-A=+-AYA
A EEREA AR

HK$’'000

FET

Turnover L —
Loss &8 6,237

If the acquisition had been completed on 1 January
2012, total Group turnover for the year would have
been approximately HK$571,167,000, and profit for the
year would have been HK$177,571,000. The proforma
information is for illustrative purposes only and is not
necessarily an indication of the turnover and results
of operations of the Group that actually would have
been achieved had the acquisition been completed on
1 January 2012, nor is intended to be a projection of
future results.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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38. ACQUISITION OF SUBSIDIARIES

(continued)

2012 (continued)

(b)

Pursuant to a sale and purchase agreement dated
23 September 2012, the Group acquired from its ultimate
holding company, Rong De, the entire issued share capital
of Ai De. The consideration comprised the issuance of
749,533,000 new ordinary shares of the Company and
cash consideration of approximately HK$1,000. Ai De is
an investment holding company, together with its 100%
direct interest in Top Perfect Development Limited and
70% indirect interest in Guangzhou Yu Ying Property
Company Limited* (collectively referred to as “Ai De
Group”) are principally engaged in property development.
Ai De Group was acquired so as to enhance the Group’s
property development operations.

The acquisition was completed on 3 December
2012. A gain on bargain purchase of approximately
HK$150,438,000 was generated from this business
combination. The directors are of the opinion that the
gain on bargain purchase was mainly attributable to the
decline in the closing market price of the Company’s
ordinary shares from the date of entering into the sale and
purchase agreement to the acquisition date.

English name is translated for identification purposes
only.

38.

e b B I8 2 W) )

(b)

=—_%F (&)

BEABHA-Z——FHA
ZT=ZHZzEEWE  ~&E
BEESKERATRERESR
BEHEBITRA - REB
& % 17 K A 7] 2 749,533,000
Jsc s ;2 38 2 R E 491,000
BT BEA—HBEERA
A EZRERFEEEBRA
AR Z100% H DS LR
BMNBBEEWEERARRS
2T70% HEER (RE [ RES
) FEREMETR K
BREER DAL EANEEN
MEERET

B

WESEENR_E——F+=A4
—HEMK - BB RREE
I 2549150,438,000/87C - £ 5
REKBEHBRARIZKEEE
HARARE 2 EBIRHE W
EEIM HEZE U A HIR 2 K
B TRATER

. RN ETEEHRHR -

POLVER AR M A RAT
TR TARAER
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38. ACQUISITION OF SUBSIDIARIES

(continued)

2012 (continued)

(b)

(continued)

The fair value of the identifiable assets and liabilities of
Ai De Group acquired as at its date of acquisition is as

38. WehER g A E e

—B-ZF (&)

(b) (%)

PrffERm B R E A Bh &
ENBERKEEHNAFE

follows: s
HK$'000
FAET
Net assets acquired: FTUE M & EFE ¢
Property, plant and equipment Y% BB RS 169
Properties for sale under development BERPHFEYE 1,601,534
Prepayments, deposits and other receivables TENREIE ~ 518 REALEYEIR 350,894
Current tax assets BNEARR IR & B 4,461
Restricted bank deposits ZREIERITIFHK 1,485
Bank and cash balances RITRIBSER 271
Accounts payable FERTBRER (104,376)
Proceeds received from pre-sale of properties TEEMEWE 2 TS FIE (233,308)
Accruals and other payables JEETE R R EAMENFRIE (24,993)
Bank borrowings RITIEK (468,270)
Deferred tax liabilities EERIBEE (96,777)
1,031,090
Non-controlling interests PR A (93,641)
Gain on bargain purchase in respect of UK BB B B A B 2 Wz
business combination (150,438)
787,011
Satisfied by: ATRBN AT
Issue of 749,533,000 new ordinary shares of %17 749,533,000 i A A &)
the Company, at fair value Frgmik - HATE 787,010
Consideration payable FESRE 1
Total consideration BRAE 787,011
Net cash inflow arising on acquisition: WHEEENRSMAFE
Cash and cash equivalents acquired R iRl e KRS EEIEE 271

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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For the year ended 31 December 2012 & ZE —Z——

38. ACQUISITION OF SUBSIDIARIES

(continued)

2012 (continued)

(b)

(continued)

The fair value of the 749,533,000 ordinary shares of the
Company issued as part of the consideration paid was
determined on the basis of the closing market price of the
Company’s ordinary shares on the acquisition date.

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

Acquisition-related costs amounting to approximately
HK$1,125,000 have been excluded from the consideration
transferred and have been recognised as expenses in the
year, within the “administrative expenses” line item in the
consolidated income statement.

Ai De Group’s contribution of turnover and results to the
Group from the date of acquisition to 31 December 2012
are as follows:

38.

S 55 e o P
F+=A=t+—BILER

W S 0 2 ) )

(b)

—Z%F (&)

(#8)

EARBNENREZEITH
749,533,000 i AN 2 &) & Ak &9
NEETIERARRFERBRRRN
Wi AHmEEE °

R s B R ) FR AR 2 Y
VAFEFR B BRI L B FE 15 B 1
SEABENEERABREE
B R FERTE -

Wt e 1B B B AR 49 1,125,000 45 7T
EREFRERR - LREGEE
Wk [TTHRER] HEAER
ABFARE o

BREEBNKEREE_F
——HFt+t-_A=t—RYAE
BEXBEREEZERAT

HK$'000

FAT

Turnover T —
Loss EE 8,004
If the acquisition had been completed on 1 January Mk EEERN_T——F—H
2012, total Group turnover for the year would have —HEK AIREEERFE

been approximately HK$571,167,000, and profit for the
year would have been HK$165,067,000. The proforma
information is for illustrative purposes only and is not
necessarily an indication of the turnover and results
of operations of the Group that actually would have
been achieved had the acquisition been completed on
1 January 2012, nor is intended to be a projection of
future results.

4 3 FE 8 #) /571,167,000
BT MAFEENG A
165,067,000/8 7T ° fE B RHE
HFEA WIERTERESER
e e =k
AT AREBTERES S
XBEREEEENEZ KT
BERARRFEE 2 TEA -

POLVER AR M A RAT
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38. ACQUISITION OF SUBSIDIARIES

(continued)

2012 (continued)

(©

Pursuant to a share transfer agreement dated
18 December 2012, the Group acquired the entire equity
interest in Guangzhou City Rungi Property Company
Limited* (“Guangzhou City Rungi”) from Guangdong
Zhuguang, being 95% equity owner, and an independent
third party, being 5% equity owner, at a cash consideration
of approximately HK$11,931,000.

Guangdong Zhuguang is considered as a related company
of the Group as the ultimate controlling party of the
Company, Mr. Liao Tengjia, has significant influence in
Guangdong Zhuguang.

The acquisition was completed on 18 December 2012
for the Group’s future property development purposes.
Since Guangzhou City Rungi had not commenced its
business and its major assets are mainly receivables
and bank balances, the directors are of the opinion that
the acquisition of Guangzhou City Rungi 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”). The purchase consideration
of the Group was allocated to the individual identifiable
assets acquired and liabilities assumed at the acquisition
date as follows:

38. WehER g A E e

B ()

(©

BEARA-_ZT——F+=A
TNBZERhEERE A%
B LAR & (B %911,931,000/%8
TTEHERKN (B5%EEER
N BE—2BIE=7H (B5%
AN BEEINTERE
wEARAR ([EMMBE]
2 B EARHE -

RRAR B 2 REERTT BB
EERERERRABEERE
N BMERRERESAEE
ZBERT]

WEEER-_TE——F+=A
TNANBTK AT AEER
REIYEERE - AREMTE
RHAkfpnEE HXxE24E
F B REWEIE RIRITA R
HMEERARBEEMNTERE
B RWEEE  IEWEEE
% A TNER ST EHREE
BIZE 3 (18R] [ £ A O
([BFMBERELEREIE])
WEEAN - AEEHBEBERE
SR FrYCEE 59 (8 B AT 3% Al &
ENRWEAmARENERED
B

HK$'000
FET
Net assets acquired: FriiiE 2 EEFE -
Other receivables H h FEURIR 66,531
Bank balance RITHERA 9
Other payables E M pERTERIE (54,609)
Satisfied by cash AR & 2+ 11,931
Net cash outflow arising on acquisition: WEEE AR &M 55
Cash consideration paid BENRERE 11,931
Cash and cash equivalents acquired FruiE v Re KRS EEIEE 9)
11,922

English name is translated for identification purposes
only.
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For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

38. ACQUISITION OF SUBSIDIARIES

(continued)

2011

(d

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
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.

38.

e b B I8 2 W) )

8%

(d)

BIEHBHA-Z—ZFTF+AN
ARRMDEBERGZ  ~EER
—E-—F=ZA=+—HWE
FEZBRER AR ([FIE]) M
EHEETRE - ZREBRE
AN A R) 317 38,227,848 % T &
i Ik K 3R & 1B 448,031,000
BT WEFE AREET
RIEBEHERA -

NBREE2EMNBARE LA
RAR (AR TFIEEE]) T
EWERE - BERER
NBKREFAENEIREER/K
HENKREME  FEKEL
AREFSHERA - ARFESE
RE WENSEREEE SN
BEE MIFBERS - ALt
THEFBMBHREERE 31K
BEAN- Bt WENEER
AENBENERESEENA
FE - AR R IE R
MEELAENRBENRTE
mARFESE AN ©

POLVER AR M A RAT
TR TARAER
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

38. ACQUISITION OF SUBSIDIARIES 38. Wk R B 2wl )
(continued)
2011 (continued) —Z—f (&)
=
(@  (continued) @ 8
The fair values of the assets acquired and liabilities BRSNS E M A s &
assumed, through the acquisition of Gains Wide Group as ERAENEEREBENA
at the date of acquisition are as follows: FEAT -
HK$'000
FT
Investment properties wEMEHE 166,221
Other payables E M ERIE (4,876)
Deferred tax liabilities BEHIEAE (10,720)
150,625
Satisfied by: ATRBN AT
Cash consideration paid BERNRERE 237
Consideration offsetting against the Group’s WIHAREE W B
prepayment for properties acquisition TERFIENRE 15,000
Issue of 38,227,848 new ordinary shares #1738,227,848 AN A A
of the Company iR 102,594
Consideration payable JERRAB 32,794
Total consideration HBRE 150,625
Net cash outflow arising on acquisition: Wk E IR B FEE -
Cash consideration paid ENBEERE 237

/148 | ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012



NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

38. ACQUISITION OF SUBSIDIARIES

(continued)

2011 (continued)

(e

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.

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 for sale
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 HKFRS 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 the acquisition date as follows:

38.

e b B I8 2 W) )

—2—=F (&)

©)

BEAH N ——4F
WAZ+—HEZZT——F
ANAZTHERRGOEZEGZ
KEaHhaE AEER_F
——FNARBUBREREYD
592,131,000 & LW HE L E B 2
B2 BT o

RKER - BEHAERENE
MEBRTRA MESRKEE
RGH80%H) I tE - B E K E
TEREMERRE - WEHS
KB RIERARE Y EE
RED BEKEFENIE
BERBERTHFEYME - AR
BHMEBEENRECEEZE
EXRRUEHEREEES
WEEE  mIFRERR
SR VE B T S AR RISE 3 {5
BERN- QK WETELR
B AFEBBERERKER
W BB A # A B E RS
MBENZE R FEERETT
DB -
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

38. ACQUISITION OF SUBSIDIARIES

(continued)

2011 (continued)

38. WehER g A E e

—=—%F (H)
=
)  (continued) ©) (%)
HK$'000
FiET
Property, plant and equipment L E YL 8
Properties for sale under development BERPHEYHE 1,675,560
Prepayments, deposits and other receivables TENRIE ~ 518 REALEYEIR 696
Bank balances RITHEER 754
Accounts payable FEITBRIR (477,198)
Accruals and other payables FEETE R R EAERFRIE (69,520)
Amount due to a non-controlling JFET— T B R EAY
shareholder of a subsidiary — B IEERR AR TR (390,136)
740,164
Less: Non-controlling interests R IR A (148,033)
Satisfied by cash AR @ 2+ 592,131
Net cash outflow arising on acquisition: W EA MR SR HFEE -
Cash consideration paid BENRERE 592,131
Cash and cash equivalents acquired FruiE v Re KRS EEIEE (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.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED
ANNUAL REPORT 2012
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40.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

DISPOSAL OF A SUBSIDIARY 39. HiEHE 2w
In the prior year, the Group disposed of its entire 100% equity RBEFE - AEED 2B THRED
interest in Stand-up Investments Limited at a consideration of ENEIEEARARNZERRE -
HK$2.
The results of the subsidiary disposed of during the prior year had RBEFFELENHBRARMNEETE
no significant impact on the Group’s cash flows and profit for that HASERZFENR ST s M EE
year. BERATE -
CONTINGENT LIABILITIES 40. BARAME
(a) The Group provided guarantees in respect of mortgage (a) AEBAAEEMEZETE
facilities granted by certain banks in connection with the A RBHRBERMES TIRT
mortgage loans entered into by purchasers of the Group’s RYTWEZEREEERB®OT
properties as follows: EiR
2012 2011
—=—_F —E——fF
HK$’000 HK$'000
T#T FAT
Guarantees given to banks MEFFERIZIEREREE
for mortgage facilities utilised MERITHREER
by purchasers 288,383 169,253

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 interests and penalties owed by the defaulting
purchasers to the banks. The Group is then entitled to
take over the legal title and possession of the related
properties. The guarantees will be released upon issuance
of the purchasers’ property ownership certificates and
completion of the relevant registration of the mortgaged
properties.

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.

RIRFER G - WIRE
EBHOBR AREBEERE
BHETRBRRITZIAER
BALERE B REIK -
AEEZEBREEHEBYE
HOEAERBENRFTERE - BRAE
RENE T EBELMEFE
RERTRZBNENERE
FCIRARER

F”auTu}EE

M

REEEH EFRALAEH
AEErRMERRENKS
*0

> I8

ERERNEHERSZATE
WAER - Bt I 857 B 7 3
%Eﬁuu °©
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40. CONTINGENT LIABILITIES (continued)

(b) Pursuant to a Subscription and Shareholders Agreement
dated 6 December 2011 (the “Subscription Agreement”),
Silver Prosper agreed conditionally to subscribe for
Cheng Chang’s ordinary shares (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. As the conditions
under the Subscription Agreement have not been fully
fulfiled, Cheng Chang has not asked and Silver Prosper
has not called for the Subscription up to the date of these
financial statements.

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 (i) 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.

41. CAPITAL COMMITMENTS

The Group’s capital commitments at the end of the reporting
period are as follows:

40. BARHEM @

(b)

BEBRAR-_Z——F+ZA
NEZRERRR G (|— DB
] REFGRGRERE
WE LB ([RESHE]D -
RRRZERRBEMEE (XA
KREFRE) RAEELERETT
REBWEE N ZMAERNC
AR AR AR IR - AR
BE NIRRT EEST
BHERSUBHREBEH  #E
MR\ BESCETREEIE -

KEEBERARZEZTKABEE
EHEERBZRE KT
——F®+ZA=Z+H " X&EH
EEHE%WMEE (XRBEREFL
£) BETRERZD (T8H]) -
LA 3P {58 8% 598 K L 4tb JE 3R (75 3 (1)
BERETEAERERERMN
M EAMTEIT AR ERRELY
EHERBHAZETAE
AREX 2 MR RIES -

RBERS TERANEE
AR ROTAGRENEE
K o

B AR

REENRERROEARENT -

2012 2011
—S—_%F —E——%F
HK$’000 HK$'000
THT FHT
Property, plant and equipment Y% - RS
contracted but not provided for EETHB KRB 3,749 —
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43.

NOTES TO THE FINANCIAL STATEMENTS

S 5 e A W

For the year ended 31 December 2012 &#Z —ZT——HF+_-_A=+—HILFE

LEASE COMMITMENTS 42.

At 31 December 2012, the Group’s total future minimum lease
payments under non-cancellable operating leases are payable as

GiROES

R-ZT——F+-A=+—8  BET
Al AR A E B ERN 2 R RRIE

follows: HAFREWT -
2012 2011
=% —E——fF
HK$’000 HK$'000
TH#T FHTT
Within one year —F A 1,389 646
In the second to fifth years inclusive F_ZFhEF (BEEEMF) 1,852 —
3,241 646

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

RELATED PARTY TRANSACTIONS 43.

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 13 to the financial statements.

(b)  Transactions and balances with related parties

(i) During the year, the Group’s principal place of
business in the PRC was provided by Guangdong
Zhuguang for which no charge was made.

Guangdong Zhuguang is considered as a related
company of the Group as the ultimate controlling
party of the Company, Mr. Liao Tengjia, has
significant influence in Guangdong Zhuguang.

REMOFEEASERERERAE
EffZzHlE -

BN L2 5

BRI SRR A )7 PR 2 % 58
BATR G MRS NEEEERRE
ATHFHE TN S R fEs

(a) FEEHABHM

REFTBERASREMA
B BEABEHFHZFBR
B RRMFE 1315 -

(b) BB L2225 K&k

() FAAKRERTEZ
TELXMBTIHER
TRetRft - Bttt
TEHRE -

HRAR R &EEK
KBEBZEN  BE
RRAWBERAERZ
FERE -
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For the year ended 31 December 2012 & Z —ZT——F+ - A=+—HILFE

43. RELATED PARTY TRANSACTIONS

(continued)

(b)

Transactions and balances with related parties

(continued)

(i)

(i)

(v)

Included in accruals are amounts in total of
HK$260,000 (2011: HK$260,000) representing
accrued directors’ emoluments due to the
Company’s directors. The accrued directors’
emoluments are unsecured, interest-free and are
settled in cash.

Included in other receivables is an amount of
approximately HK$4,662,000 (2011: nil) due from
Guangzhou Zhu Fu Property Investment Company
Limited* (“Guangzhou Zhu Fu”). The balance was
fully repaid subsequent to the reporting date.

Guangzhou Zhu Fu is considered as a related
company of the Group as the ultimate controlling
party of the Company, Mr. Liao Tengjia, has
significant influence in Guangzhou Zhu Fu.

Included in other payables is an amount of
approximately HK$7,881,000 (2011: nil) due to
Guangdong Zhuguang.

English name is translated for identification purposes
only.

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

43. BN G @)

(b)

BB N £ 2 32 5 Je & %

(#8)

(i)

(i)

FERTE A4 260,000
BLT(ZF —— F:
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PRINCIPAL SUBSIDIARIES

44. FEME A ¥

Particulars of the principal subsidiaries at 31 December 2012 are

RZBE——FF+A=+T—HFZNE

as follows: RRIZFERT -

Place of

incorporation or

registration/ Percentage of

operations Issued and ownership Principal
Name of subsidiary SRR paid up capital interest/voting power activities
MELAERE ERE EBTRAERS FeE#ER BRRETHL TERE

Direct Indirect
E# M
Nam Fong International Group Limited BVI/Hong Kong Ordinary US$10,000 100% - Investment holding
AR EEARAR RREAHE/BE LBk 10,000% T RARR
Zhuguang Group Limited BVI/Hong Kong Ordinary US$1 100% - Investment holding
GrEEERAR EBEIEE/BH ak1ET BAER
South Trend Holdings Limited BVI/Hong Kong Ordinary US$1 100% - Investment holding
MEZERER AR EBEIEE/BH ak1ET BAER
Zhuguang Group (Hong Kong) Limited Hong Kong Ordinary HK$1 - 100% Investment holding
Kh&E (B8) BRRA B kgL REZR
Guangzhou City Runfa Property Company PRC RMBA48,662,900 - 100% Property development
Limited * * F AR™ 48,662,900 7T MEZR

BMmRERHEFRAR
Zhang Tong Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
RBERBRAR KEELHE /A LTdR1ET REER
Rainbow High Holdings Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
SIERERAR EEELHE /A LTdR1ET REER
Talent Wide Holdings Limited BVI/Hong Kong Ordinary US$1 - 100% Investment holding
BEERARAR RERIHE/BE TEk1ET REER
Gains Wide Holdings Limited BVI/Hong Kong Ordinary US$1 - 100% Investment holding
FEERARAR RERIHE/BE Epil A REER
Graceful Link Limited Hong Kong/PRC Ordinary HK$2 — 100% Property investment
REFRAT B/ H Lak2ET MERE
Light-Up Investments Limited Hong Kong/PRC Ordinary HK$10,000 - 100% Property investment
SERERRAT it/ HH B8 10,0008 7T MERE
Big Wisdom Limited Hong Kong/PRC Ordinary HK$2 - 100% Property investment
REERAA it/ HH Lak2ET MERE
Diamond Crown Limited Hong Kong/PRC Ordinary HK$2 - 100% Property investment
REBRAA it/ HH Lak2ET MERE
Speedy Full Limited Hong Kong/PRC Ordinary HK$2 - 100% Property investment
BRBERAA it/ HH Lak2ET MERE
Cheng Chang Holdings Limited BVI/Hong Kong Ordinary US$55 — 100% Investment holding
HEERBRAT REBELHE/ B il G E REER
Fully Wise Investment Limited Hong Kong Ordinary HK$1,000,000 — 100% Investment holding
ELREBRAT B £381% 1,000,000/ 7T REER

POLVER AR M A RAT

—F AR
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law.

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

- Registered as a sino-foreign equity joint venture enterprise under

the PRC law.

English name is translated for identification purposes only.

Registered as a company with limited liability 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
ANNUAL REPORT 2012

NS

A} =
44. PRINCIPAL SUBSIDIARIES (continued) 44. FEME A @)
Place of
incorporation or
registration/ Percentage of
operations Issued and ownership Principal
Name of subsidiary SRR paid up capital interest/voting power activities
MELAERE ERE EBTRAERSF FE#ER BRREGTHL TERE
Direct Indirect
E# M
Guangdong Hailian Building Co. Limited " PRC US$61,000,000 - 80% Property development
ERAHAEBRAR" H 61,000,000 T B3
Profaith International Holdings Limited BVI/Hong Kong Ordinary US$1,000 - 100% Investment holding
REERERERAT RBREIEE/BH @ik 1,000% 7T BAER
Ever Crown Corporation Limited Hong Kong Ordinary HK$1 - 100% Investment holding
HEREERAF B LR BT BEER
Guangzhou Dong Gang He Zhong PRC RMB100,000,000 - 100% Property development
Property Company Limited  * F AR 100,000,0007T MEERE
BMNRAAREHERRDR !
Ai De Investments Limited BVI/Hong Kong Ordinary US$1 — 100% Investment holding
BEREBRLRA KEELHE /B LTdR1ET REER
Top Perfect Development Limited Hong Kong Ordinary HK$1 — 100% Investment holding
REERARAT BB L@k BT REER
Guangzhou Yu Ying Property PRC RMB48,000,000 - 70% Property development
Company Limited - * FE AR ™ 48,000,0007C NEEE
BNHREMERRAR -
East Orient Investment Limited Hong Kong Ordinary HK$1 - 100% Investment holding
& L@R1BT REZR
Guangzhou City Runaji Property PRC RMB10,000,000 - 100% Property development
Company Limited & * e AR#10,000,0007C MEERE
BMTERERERRAR
# Registered as a wholly-owned foreign enterprise under the PRC i REPEDEEAM R — B EBEEA

' RIEH B REM A —MHINEL

HNEBEDE-

- RIpFEEREMA BTG E

R -

8 RERBEEZEIMA—MAREME

NS

* RN ETEEHRHR -

HirIREEIEZE

REEEE B

EXBBEZHBRARZFRE EFR
5 REHMHBARFITSEEER

BRILE e
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EVENTS AFTER THE REPORTING
PERIOD

On 23 February 2013, a memorandum of understanding was
entered into by the Company and Guangzhou Zhuguang
Investment Company Limited* (“Guangzhou Zhuguang
Investment”) in relation to the proposed acquisition of the
entitlement to 75% of the distributable interest in a residential
and commercial property development project in Guangzhou,
the PRC (the “Proposed Acquisition”). Guangzhou Zhuguang
Investment is associated with the Company’s ultimate
controlling party and executive director, Mr. Liao Tengjia. The
Proposed Acquisition, if materialised, may constitute a notifiable
transaction and connected transaction of the Company under
the Listing Rules. Details of which are set out in the Company’s
announcement dated 23 February 2013.

English name is translated for identification purposes only.

APPROVAL OF THE FINANCIAL
STATEMENTS

The financial statements were approved and authorised for issue
by the Board of Directors on 28 March 2013.

45.

46.

i HRFIH

R-IE—=F"A-+=H KRARHE
BN EBR AR ([EMEKLIE
B gz EaREShEEMNT
ZEEREEDMEERIER Z275%A]
Dk ([ E2RWIEEIE]) 5] 7R
EEE o BEMERHIREBARNT] 2 &L
BERARITES B REL AR A
& o WEBRWIBEIRGEUEE - RIEL
mRA - AR REREA AN A RIET A2
R REER S - BEFIBEHIINZ
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FIVE-YEAR FINANCIAL SUMMARY
A B 1B 2R

TERBAARENEEREFREZRE  BE
KEafE:

The summary of the results, assets and liabilities of the Group for the last
five years is as follows:

Year ended 31 December
BE+-A=1T—HLEE

2012 2011 2010 2009 2008
“B——F _T——4F _T-TF _TTNF —TIN\F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THET FAT FHT FiET FET
RESULTS E Y|
Turnover BEE 571,167 57,899 7,855 7,761 10,849
Profit/(Loss) before tax BREADER] (B518) 234,846 18,225 8,460 9,497 (22,572)
Income tax FT1S (56,604) (10,267) (3,319) (2,235) (1,424)
Profit/(Loss) for the year AEERF (BE) 178,242 7,958 5,141 7,262 (23,996)
Attributable to: ATATRES
Owners of the Company RATHEEA 182,349 16,659 5,141 7,262 (23,996)
Non-controlling interests FEE (4,107) (8,701) — — —
178,242 7,958 5,141 7,262 (23,996)
As at 31 December
»+=B=+—AH
2012 2011 2010 2009 2008
—P——F —_T—F —T-TF —_TTNF —TIN\F
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
FHT FHL FAT FAT FET
ASSETS AND LIABILITIES BERS&RE
Total assets BEBE 6,104,047 3,788,767 1,352,888 542,854 465,832
Total liabilities BEMQE (3,499,062) (2,535,740) (392,620 (25,507) (13,751)
Net assets BEFE 2,604,985 1,253,027 960,268 517,347 452,081
Equity attributable to: IATALRES :
Owners of the Company RATHEA 2,281,573 1,094,713 960,268 517,347 452,081
Non-controlling interests FEIER R 323,412 158,314 — — —
Total equity BiER 2,604,985 1,253,027 960,268 517,347 452,081

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012




PARTICULARS OF PROPERTIES
Yo

Attributable
beneficial interest

Investment properties to the Group GFA™ Type Lease term
BEME FTEERGEREE BREERFESK bk HEFH
1. Levels 3, 4, 6, 31-33, 35-39, 100% 34,592 H Medium lease

40-43 and 45 i hEEE

Royal Mediterranean Hotel
No. 518 Tianhe Road

Tianhe District

Guangzhou

Guangdong Province

The PRC

A BB S
%3+4-6+31-33+35-39 "

40-43 )2 45
hEERE
PN
FOM B 518 5%
Attributable Estimated
Properties for sale under beneficial interest date of
development to the Group GFA™ Type completion
BRIAFEYX TEERGEREE BEERFESK EEb Rt ER B
2. Nansha Scenic — Phase |l 100% 38,363 R/CP  Fourth quarter of
1 Jinzhou Main Street (B 2013
Nansha District 2013 FF4FE
Guangzhou
Guangdong Province
The PRC
AR — B
FEIERE
BN R
SINARIE 158
HORHE B A LA )
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PARTICULARS OF PROPERTIES

LU

Properties for sale under
development

RRPHEME

Attributable
beneficial interest
to the Group
FTEERGERES

GFA™
BE@MRFEH XK

Type
bk

Estimated
date of
completion

et ER AN

3. Hailian Project
Lot A2-1,
Zhujiang New Town
Tianhe District
Guangzhou
Guangdong Province
The PRC
HIE B
hEERE
PN
PRI A2-1 335

4, Yunling Lake
Provincial Highway S355 line
Jiekou Street
Conghua
Guangzhou
Guangdong Province
The PRC
Ly
hEERE
M
| eeagmEes)

48 S355 AR ER

5. Yujing Scenic Garden
Provincial Highway G105 line
Jiulibu District
Jiangpu Town
Conghua
Guangzhou
Guangdong Province
The PRC
= ILKER
PEIERE
BN
M THE
NEHE
BB G105 R HhER

R-Residential
F—EE

C-Commercial

B—EF

80%

100%

70%

CP-Car park H-Hotel

£ —EEg

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

ANNUAL REPORT 2012

133,326

124,521

886,216

O-Office

BH—EE RE—RBFE 5l—iZ

C/CP/O
BRSR

R/HNV
&/, 5

R/C/CP/S
£/ %/ 1%/ iR

V-Villa

Third quarter of
2015
2015 E3FH

2015
20154

Between 2014 to
2018

20145 =
20184

S-Service Apartment

R —

REALE



www.zhuguang.com.hk

ZHUGUANG HOLDINGS GROUP COMPANY LIMITED

Igl:\:l:ﬁﬂn Gt M A B A AT
' ‘ I z (incorporated in Bermuda with limited liability)

ZHUGUANG HOLDINGS (3 et itk a2 # BR 2: wl)




