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

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

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

The corporate culture of the Group rests on the integration of
the West and the East, modern and traditional management
philosophy, with an aim to build up a “Continuous Learning
Enterprise”. The corporate spirit of China Fortune focuses on
‘Human Enterprise”. Under the leadership of its aspiring and
energetic management, China Fortune’s staff will team up
and move towards the Group’s goal of ranking as one of the
largest and best wireless communication and data products and
services providers in the region.
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2.18

2.16

12

The former trading arm of the Group — Express Fortune Limited (“EFL”) was founded
by Mr. Lau Siu Ying and his brothers in Hong Kong.

I EEEREAENEBATYREBERAR ([RE]) - AEEAF2EZHEE-

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

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

Listed on the GEM Board of the Hong Kong Stock Exchange (Stock code: 8040).
REABRZTAIZER £ (R 55 : 8040) -

A US$12 million syndicated loan was successfully arranged.
X Th % BF—7812,000,0003% 7T 2 IRE B 5K

Completed the acquisition of 51% shareholdings of Synergy Pacific (Holding) Limited
(“Synergy Pacific”).

TRBBEEEL (BEBOARAR ([REBH]) 251%M % -

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

RELBELBISRATEEEZEEE AR RHERGEELE L —-

A HK$160 million syndicated loan was successfully arranged.
B M1 % HE—18160,000,000/% 7T 2 SR E & o

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

AEEETHEE _ A +EBPEENBETEBETANNLE-

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

EEE_F REISEEELBISRBRARTIEEEZESERNMHERBELEL

— o



TEREERERQAF

1.26

11

12

10.18

12.23

—E-=FR

Corporate Milestones
EEERE

Listed on the Main Board of the Hong Kong Stock Exchange (Stock code: 110).
MEBBRZAER LT (RHAK:110) °

A US$16 million syndicated loan was successfully arranged.
B 3h % HF — 816,000,000 7T < $RE & 5K °

Fortune Shanghai increased its share capital from US$6 million to US$25 million.
IR 81 HE 78 6,000,000 7T 18 i Z25,000,000% 7T °

Successfully completed the acquisition of 100% shareholdings of Synergy
Technologies (Asia) Limited, and the disposal of 46% shareholdings of Synergy
Pacific.
B 3h 52 Ak 48 & Synergy Technologies (Asia) Limited 2 100% A% & & K& B 15 2 46%
S HE -

Newly obtained the nationwide distributorship of Samsung mobile phones.
TS =EBEE 2B HHEE-

Successfully obtained the Fulfillment Distributorship for all Nokia Stores in the PRC.
BRIWBEHEMA#RERERECRREEDHE-

Contracted to acquire 51% stake in Zhuhai Reminda Telecom Equipment Company
Limited (38T BB ERARE AR A 7)) and completed the acquisition in October
2007.

FIANEBREMEREBMKERR AR 251%KE R T LF 1+ AT
o

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

EiTeleChoice International Limitedikx X2 — A& & ARl W EHETRE X EEER -

Name changed to China Fortune Holdings Limited.

FRATEREEERERAR -

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

BRI EE BN F BRI E —EAXEA (R) FRNBESETHRETSMEEER
50.8%% #
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Chairman’s Statement
FERES

Dear shareholders,

REVIEW

2013 continued to be a year full of difficulties and challenges.
Revenue of our fulfillment distribution business for Nokia Stores
dropped substantially owing to the continued down turn in the
market demand for Nokia mobile phones in the year. Nokia
unveiled its third range in February 2014, the Nokia X family,
which run a modified version of the Android operating system.
The market still needs further time to see whether more high-end
smartphone models from Nokia can turn it around to increase its
market share.

In order to diversify the business of the Group, we have been
actively looking for opportunities which will further enhance
the shareholders’ value. Since we have been in the related
mobile phone industry for decades, and the potential for mobile
phone related business development is surely enormous and
sustainable, mobile phone operating system and mobile internet
are the major key business areas the Group is interested in.

Lau Siu Ying
21/~ &
Chairman and

Chief Executive Officer
FRERERHNITE
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In March 2013, we have acquired 6.25% (at that time) equity
interest in Jolla Limited which is a Finland company specialized
in mobile phone operating system development. Its coming
innovative and brand new mobile phone operating system can

surely bring new impact to the market.

For our mining business, the downturn in demand for minerals
and cyclic fluctuations in the industry have dramatically and
adversely affected our construction plan while we are in the mid-
way in developing a new mining site exploitation system. The
road ahead for our mining business won’t be straight and easy,
but full of obstacles and uncertainties. We will certainly stay the
course and solve all the problems encountered.

OPPORTUNITIES AND CHALLENGES

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

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

APPRECIATION

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

Lau Siu Ying
Chairman and Chief Executive Officer

Hong Kong, 28th March, 2014

—E-=FR

Chairman’s Statement
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REVIEW AND OUTLOOK

Financial Review

Being a fulfilment distributor for Nokia Stores in the People’s
Republic of China (“PRC”) since 2006, our turnover continued
to drop in the same trend with Nokia in the year, leading to a
loss of HK$4.9 million incurred in this business segment, as
compared to a segment loss of HK$12.4 million in last year.
Owing to a revised forecast adopted in the year for the valuation
of mining right, an impairment loss on mining right of HK$118.6
million was recognised in the year, with details set out in note
17 on pages 112 to 114 of this report. By offsetting with a
HK$29.7 million deferred tax credit associated with this mining
right impairment, the net effect of this impairment to the financial
result in this year was HK$88.9 million. In aggregate, the Group
incurred a loss of HK$108.2 million in this year, as compared to
a loss of HK$69.9 million in last year.

The Group recorded a substantial drop in the consolidated
revenue from HK$623.0 million in last year to HK$198.3 million
in this year. The gross profit amounted to HK$15.6 million, an
increase when compared to the last year of HK$13.7 million. The
gross margin percentage during the year was 7.9% which was
higher than the last year of 2.2% due to the better gross margin
achieved in the fulfillment distribution business in this year.
The other gains and losses in this year included an impairment
loss recognised in respect of trade receivable for a customer
amounted to HK$1.0 million.

The selling and distribution costs amounted to HK$10.8 million
which remains at same level as last year. The administrative
expenses amounted to HK$25.7 million, a decrease when
compared to the last year of HK$27.0 million mainly due to
tightened cost control in the year.

[E] /8 & A %
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BT FREZTAH EEEEAF
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N AREF112EF114E M 17 - WS Lt
R R (B AR B 2 IR IE B TH K %2.29,700,0007%
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Management Discussion and Analysis

As far as the mobile phone retail chain and wholesale business
in Zhuhai was concerned, the revenue achieved during the
year amounted to HK$100.1 million, decreased by 58% as
compared with last year of HK$238.7 million. Owing to the fierce
competitive business environment this retail chain facing, the
Group shared a net loss of HK$0.6 million from the result of an
associate during the year as compared to a net loss of HK$0.1
million in last year.

The finance costs kept at same level at HK$1.3 million this year
when compared to last year.

The net asset value of the Group attributable to owners of the
Company as at 31st December, 2013 amounted to HK$223.5
million or HK$0.27 per share when compared to HK$273.8
million or HK$0.33 per share as at 31st December, 2012. The
basic loss per share was 7.28 Hong Kong cents as compared to
the basic loss per share of 5.34 Hong Kong cents in last year.

As at 31st December, 2013, the Group’s aggregate other
borrowings amounted to HK$15.9 million when compared
to HK$15.4 million as at 31st December, 2012, which was
maintained at a similar level.

The gearing ratio of the Group, defined as the ratio of the total
long term liabilities to the shareholder’s equity, was 0.31 and
0.35 as at 31st December, 2013 and 2012 respectively.

The total cash and cash equivalents amounted to HK$96.6
million as at 31st December, 2013 without any deposit pledged
to banks. The Group is financed by a combination of its equity
capital, cash flow generated from its operation and other
borrowings. During the year, there was no material change in the
funding and treasury policy of the Group. The Group considers
there is no material potential currency exposure as the majority
of its revenue and expenses are derived and incurred all in
Renminbi in the PRC. It is the treasury policy of the Group to
manage its foreign currency exposure whenever its financial
impact is material to the Group.

BEEERWED

FERBRHEETERRIMEXEB IR N
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The inventories of the Group as at 31st December, 2013
amounted to HK$7.2 million, when compared to HK$32.9
million as at 31st December, 2012, mainly since less inventories
kept for the fulfillment distribution business for Nokia Stores as
driven by a reduced turnover volume in the year. The inventory
turnover period was 27 days in this year when compared to 34
days of last year. The Group will continue to apply strict policy in
inventory control in the future.

The amount of trade and other receivables as at 31st December,
2013 was HK$20.8 million, when compared to HK$45.0
million as at 31st December, 2012. Trade receivables mainly
comprised receivables from the fulfilment distribution business
for Nokia Stores. In order to minimise the credit risk for the
trade receivables, the Group has implemented strict control on
the determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the revenue generated from
the fulfillment distribution business for Nokia Stores is mainly on
cash basis which further reduces the credit risk of the Group.

As at 31st December, 2013, the Group had in total 158
employees as compared to 159 employees as at 31st
December, 2012. Employees were remunerated according to
the nature of their job duties and market trend. The Group
provided staff welfare and fund contribution to its employees in
accordance with the prevailing regulations in the PRC and Hong
Kong. There was no material change in the remuneration policy,
bonus scheme and share option scheme during the year. The
Group had a share option scheme under which the Company
could grant share options to the participants, including directors
and employees, to subscribe for shares of the Company.
19,100,000 share options had been granted on 12th July, 2013.
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Management Discussion and Analysis

Business Review
Overall Review of Mining

We commenced developing a new mining site exploitation
system in our Strontium mining site since 2010. After the
expiration of a five-year mining operating permit on 25th
September, 2012, Sifa Mining obtained a two-year renewed
one, in which Sifa Mining is restricted to exploration activities
over the mining site only. After further submissions of relevant
technical documentations to the Ministry of Land and Resources
of the PRC for fulfilling exploitation requirements, a restriction
free mining operating permit can be renewed on or before
the expiry of this two-year permit. No material and significant
adverse effect in Sifa Mining’s operation is foreseen with this
exploitation restriction, since the mining site is undergoing the
new exploitation system construction stage without normal
exploitation activities scheduled in the relevant period, and a
further renewal of a restriction-free mining operating permit is
assessed to be procedural. However, the development plan and
construction progress in this new system had been inevitably
and adversely affected by the downturn of the global minera
resources demand in the second half of 2012 and up to the
current moment. Although it is expected that the downturn
is temporary and only being a normal cycle adjustment in the
industry, the management proceeded in a prudent way to
restructure the overall construction schedule of this new mining
system, by readjusting construction speed and time schedule for
matching the industry cycle accordingly.

EEENmED
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We engaged independent professional valuers to conduct annual
valuation review since our first recognition of this mining right
in Year 2009, which was recognised as RMB368.0 million. We
adopted the multi-period excess earning method under the
income approach since the initial recognition of this mining right
in Year 2009 and up to Year 2013, which is regarded to be the
most appropriate approach in valuing a mining operation as it
considers future growth potential of a mining asset. Discounted
cash flow (‘DCF”) analysis is applied for reaching the present
values of all future cash flows. Key assumptions and inputs
adopted in the cash flow projections were reviewed and updated
in every annual valuation process for accessing any impairment
concern in the carrying value of the mining right.

In this year, the DCF analysis adopted cash flow projection for
a period of 46 years up to 2059 (2012: 46 years up to 2058),
being the years required for full exploitation of mineral reserves.
The discount rate (pre-tax) and growth rate adopted were
20.5% (2012: 21.6%) and 3.0% (2012: 3.0%) respectively. The
recoverable amount of the mining right was calculated to be
RMB232.8 million (2012: RMB327.4 million), when compared
to the carrying value of RMB318.0 million as at 31st December,
2013. After taking together Sifa Mining’s carrying value of
property, plant and equipment amounted to RMB9.0 million
together into account, we took the view that the recoverable
amount of this cash-generating unit of the mining business
was lower than its carrying value at 31st December, 2013.
Accordingly, a shortfall of RMB94.2 million (equivalent to
HK$118.6 million) was recognised as impairment loss on mining
right in this year. By offsetting with a RMB23.5 million (equivalent
to HK$29.7 million) deferred tax credit associated with this
mining right impairment, the net effect of this impairment to the
financial result in this year was RMB70.7 million (equivalent to
HK$88.9 million).
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Management Discussion and Analysis

We have engaged an independent professional valuer,
Cushman & Wakefield Valuation Advisory Services (HK) Limited
(“Cushman”), for their professional valuation service in this year.
The major significant change in the result of the DCF analysis in
this year was caused by the drop in the estimated market price
of Strontium, which is the core mineral resource regarding the
mining right. As a result, an impairment loss of HK$118.6 million
was recognised in this year.

OPERATIONAL REVIEW

Market Overview

According to the statistics released by the Ministry of Industry
and Information Technology of the People’s Republic of China
(“MII), there were more than 1.2 billion subscribers to mobile
phone services in the PRC as at the end of January 2014. While
there are continuing intense competitions among the major
mobile phone manufacturers in the PRC, they are trying to cut
the distribution layers by directly supplying to the provincial
distributors and leading retailers with a view to increase their
profitability. Because of this, leading vendors have developed
multi-channel distribution models which include “national

» o« » o«

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

to operator”.

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

Nokia, who was the biggest mobile phone manufacturer for over
a decade, lost its market share in the mobile phone industry
substantially to Apple Inc. and various brands of handsets with
the Android platform in these few years. Changes in handset
application habit of consumers turn popular handsets from
mobile-phone-based into smartphone-based. In view of this,
without launching the popular Android-based smartphone, Nokia
decided to collaborate with Microsoft Windows Phone in 2011.
Nevertheless, the market has been expecting the new Nokia
handsets with Windows 8 system long enough, and which were
eventually launched in late 2012. Nokia unveiled its third range in
February 2014, the Nokia X family, which run a modified version
of the Android operating system. The market still needs further
time to see whether more high-end smartphone models from
Nokia can turn it around to increase its market share.

The Group has been a distributor of Nokia handsets since
incorporation. The recent situation of Nokia directly and
substantially led to a downturn of revenue of the Group in the
year. The Group paid special attention and efforts in mitigating
the effect and risks in the Nokia Store fulfillment distribution
business by lowering the inventory level to a minimal amount.
The management will keep monitoring this business segment
and take timely and appropriate action when necessary.

Investment in mobile phone operating system

On 29th December, 2012, the Group subscribed a convertible
bond issued by Jolla Limited, which is a newly established
company in Finland and engaged in mobile phone operating
system development. After full conversion of the convertible
bond into shares of Jolla Limited and together with further
subscriptions, the Group acquired approximately 6.25% (at
that moment) equity interest in Jolla Limited with an aggregate
consideration of HK$10.2 million in March 2013. Although Jolla
Limited is a newly established company in Finland, its team
consists of well-experienced programmers and developers
of mobile phone operating system. Jolla Limited’s coming
innovative and brand new mobile phone operating system is
expected to bring new impact and opportunity to the market.
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Prospect and Outlook

The continued economic growth in the PRC is fuelled by a high
internal consumption. As the world’s biggest handset market,
there were more than 1.2 billion handset subscribers in the PRC
with an annual growth rate of around 10%. There were over
32.7% 3G users out of the total subscribers, and forecasted
to increase much further in the near future. On the other hand,
there were more than 500 million mobile Internet users which
implies that there are huge business opportunities in both
mobile application and mobile commerce. Since the Group has
been in the related mobile phone industry for decades, mobile
phone operating system and mobile internet would be surely the
key business areas that the Group is interested in. So besides
the recent investment in Jolla Limited, the Group is actively
looking for further opportunities which will further enhance the
shareholders’ value.
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DIRECTORS

Executive Directors

Mr. LAU Siu Ying, aged 50, is the founder, Chairman and
Chief Executive Officer of the Company since 1992. Mr. Lau
has extensive working experiences in the telecommunications
industry for over 25 years and has established solid business
contacts in both Hong Kong and the PRC. Mr. Lau is responsible
for directing the Group’s overall business policy and strategies
as well as overseeing the Group’s business development in
Hong Kong and the PRC. Prior to setting up his business, Mr.
Lau worked for Hutchison Whampao Group for approximately
5 years, in charge of the business development of the
telecommunications in the PRC. Mr. Lau holds a bachelor
degree in Business Administration from the Chinese University
of Hong Kong and a Master of Science degree in Information
Technology from the National University of Ireland, Dublin.

Mr. Lau is currently the trustee in New Asia College of The
Chinese University of Hong Kong and the Board Councilor of
China Mobile Communications Association. In the aspects of
social and economic activities, Mr. Lau is devoted to promoting
economic and educational development. He served as the vice
president of the Hong Kong Association of Jieyang, the honorary
president of Shanghai Chaoshan Chamber of Commerce,
Hong Kong and Macau Director of the Dongguan City Youth
Federation and the vice president of Hong Kong Island Chaoren
Association Limited.

Mr. LUO Xi Zhi, aged 56, joined the Group in October 1995
and was appointed as an Executive Director of the Company in
September 2002. Mr. Luo is also the Financial Controller of the
Group’s PRC operation. Mr. Luo holds a certificate in Accounting
from the Finance Academy of Jiangxi Province. Mr. Luo has
over 20 years of financial and accounting experience in the
PRC. Prior to joining the Group in 1995, Mr. Luo was the chief
accountant for Zhaoging Sz Di Telecom Co., Ltd.
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Mr. WANG Yu, aged 48, joined the Group in April 2006 and was
appointed as an Executive Director of the Company in November
2009. Mr. Wang is the General Manager of a subsidiary of the
Company and in-charge of the mining business segment of the
Company. Mr. Wang graduated from Xi’an Jiaotong University
with a master degree and a bachelor degree in Computer
Science. Mr. Wang has more than 10 years working experiences
in channel and distribution management on computer products
and mobile phones with local and multinational companies in
the PRC. Prior to joining the Group, Mr. Wang was a General
Manager of a listed company in the PRC focusing on IT
business.

Independent Non-executive Directors

Mr. CHANG Wing Seng, Victor, aged 76, last held the position
of Managing Director of APCG Business Pte. Limited. Prior
to this, Mr. Chang was the Managing Director of Singapore
Technologies Telecommunications (Beijing) Pte. Ltd. based
in Beijing for 2 years. Mr. Chang had held various senior
management positions over 25 years with the Singapore
Technologies Group, mainly as the Director of Finance. Mr.
Chang was a graduate in Accounting from the Royal Melbourne
Institute of Technology, Melbourne, Australia and the Institute
of Chartered Accountants in Australia. Mr. Chang had also
completed the Program for Management Development at the
Harvard University Graduate School of Business Administration.
Mr. Chang was a certified public accountant in both Singapore
and Australia. Mr. Chang was appointed as an Independent
Non-executive Director of the Company in October 1999.

Mr. WONG Lit Chor, Alexis, aged 55, graduated from the
University of Toronto, Canada in 1981 with a bachelor degree
in Arts majoring in economics and commerce and has obtained
a master degree in Business Administration from the Chinese
University of Hong Kong in 1987. Mr. Wong has over 30 years
of banking, investment, corporate finance and securities dealing
experience gained from working as a senior executive in a
number of listed local and PRC financial services companies. Mr.
Wong is also an independent non-executive director of two other
companies listed on the Main Board of the Stock Exchange of
Hong Kong. Mr. Wong was appointed as an Independent Non-
executive Director of the Company in September 2006.
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Dr. LAW Chun Kwan, aged 48, was appointed as an
Independent Non-executive Director of the Company in June
2012. Dr. Law has extensive working experience in various
business fields including advertising, telecommunications,
information technology and real estate development in both
Hong Kong and the PRC. Dr. Law is presently engaged in
real estate development business in the PRC. Dr. Law holds a
bachelor degree of social science from the Chinese University
of Hong Kong, a master degree of e-business and a doctorate
degree of business administration in information systems from
the Edith Cowan University, Western Australia.

COMPANY SECRETARY

Mr. FOK Wai Ming, Eddie, aged 46, was appointed as the
Company Secretary of the Company in January 2014. Mr. Fok
is also the Financial Controller of the Group and the authorised
representative of the Company. He graduated from the University
of Hong Kong with a bachelor degree of Science in Engineering
and the University of Wolverhampton with a bachelor degree in
laws and is a member of the Hong Kong Institute of Certified
Public Accountants. Prior to joining the Group, Mr. Fok has years
of financial and audit experiences in Hong Kong.

SENIOR MANAGEMENT

Mr. WANG Wei, aged 40, was appointed the President of
the Group in May 2013. Mr. Wang holds a bachelor degree in
computer software and a master degree in computer network
engineering, both from the Faculty of Computer Science and
Engineering, of the Southeast University in Nanjing and a
doctorate degree of business administration from the ESC-
Rennes School of Business. Before joining the Group, Mr.
Wang was the department head of Innovation and Incubation
Department in the Innovation Business and Affairs Section of the
China Telecom Group ( # Bl & 15 & B 8l 2 7% 5 = BRI L E
Btk ) , being responsible for operating a new business incubator
and the Tianyi New Business Investment Funds (X2 &%
&H &), training new innovative projects and talents in the
industry, and setting new directions for the future development in
telecommunication. He has over 18 years of in-depth experience
in the telecommunication industry in China.

BREEL 485 RS —F X ABEEA
RRRZBUNTES -BIELTHRPEZE
NELBEYELH HPREES i &
AREEEHMERES BETREEPEE
MEREES BEITHAEEBERIXARNENLSE
Bleea4 gy AR AR P8R N A Edith Cowan
RENEFHEFETEMRINEREL (B
HRG) BAL -

DNAMWE

EFEPEEE 465 N _T—NFE—AKZT
BARRZARWE - EEENAAEEZH
BRERADNFDIBEERR - BERBEASKRE
22X HETRREZELTE4 WK University of
WolverhamptonEV S /AR 2 T80 - B ABAEE
ERIAS 8B EMAREER BEXLETES
BB EREESFER-

BREEE

IREE O R_ZE—=F0LAEZEAR
AREBZBHE TREFEERREBABHE
BERHE LM MG EREE TRRALT S
REREZBERREAERMEIHERBL
B -EMAREER EEERTPEEEEE
BIFT X EXAATBER K BREEFR
P ERBEERBAEZREES HIIERE
MEBRTERBR YERBEEZIARERS
HEm R - ERTREEXRARISFZLE

N
A o



TEREERERQAF

TR

Corporate Governance Report

CORPORATE GOVERNANCE PRACTICES

The Board is committed to maintaining high standards of
corporate governance with a view to assuring the integrity,
transparency and quality of disclosure to protect the interests
of all shareholders. The Company’s corporate governance
practices are based on the principles and code provisions
(“Code Provisions”) set out in the Code on Corporate
Governance Practices (the “CG Code”) as set out in Appendix
14 of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

During the year ended 31st December, 2013, the Company
has complied with most of the Code Provisions of the CG
Code, except for the deviations as stated in paragraph headed
“Chairman and Chief Executive Officer” and “Re-election of
Directors”.

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

DIRECTORS’ SECURITIES TRANSACTIONS

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

Having made specific enquiry with all Directors, each of whom
has confirmed that he has complied with the required standard
as set out in the Model Code for the year ended 31st December,
2013. The Model Code also applies to other specified senior
management of the Group.
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BOARD OF DIRECTORS

Overall accountability

Members of the Board are individually and collectively
accountable to the shareholders for the success and sustainable
development of the Company. The Board provides direction
and approval in relation to matters concerning the Company’s
business strategies, policies and plans whilst the day-to-
day business operations are delegated to the executive
management. The Board is accountable to the shareholders
and in discharging its corporate accountability, every Director of
the Company is required to pursue excellence in the interests
of the shareholders and fulfill his fiduciary duties by applying
the required level of skills, care and diligence to a standard in
accordance with the statutory requirements.

Board composition

The Board currently comprises three Executive Directors and
three Independent Non-executive Directors of whom all are
independent as defined under the Listing Rules. Independent
Non-executive Directors constitute more than one-third of the
Board. The Company has received from each Independent Non-
executive Director an annual confirmation of his independence
pursuant to the independence guidelines set out in Rule 3.13
of the Listing Rules and considers that all Independent Non-
executive Directors are independent. To the best knowledge
of the Company, there is no financial, business, family or other
material/relevant relationship among the members of the Board.
Brief biographical particulars of the Directors are set out on
pages 18 to 20.

Re-election of directors

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

The Nomination Committee is authorised by the Board to
determine the policy for the nomination of Directors, to set out
the nomination procedures and the process and criteria adopted
to select and recommend candidates for directorship.

Board responsibilities and delegation

The Board collectively determines the overall strategies of the
Company, monitors performance and the related risks and
controls in pursuit of the strategic objectives of the Company.
Day-to-day management of the Company is delegated to the
Executive Directors or the officer in charge of each division
and function who is required to report back to the Board.
Functions reserved to the Board and those delegated to
management are reviewed periodically. All Board members have
separate and independent access to the senior management,
and are provided with full and timely information about the
conduct of the business and development of the Company,
including monthly reports and recommendations on significant
matters. Should separate independent professional advice be
considered necessary by the Directors or any Board Committee,
independent professional services would be made available to
the Directors or such Board Committee upon request. The Board
has delegated some of its functions to the Board Committees,
details of which are set out below. Matters specifically reserved
for the Board include approval of financial statements, dividend
policy, significant changes in accounting policies, material
contracts, significant appointments such as Company Secretary
and external auditor, terms of reference of Board Committees, as
well as major corporate policies.

To implement the strategies and plans approved by the Board,
Executive Directors and senior management meet on a regular
basis to review the performance of the Group and make
financial and operational decisions. The Company has arranged
appropriate insurance cover on directors and officers liability for
its directors and officers.

Details of the responsibilities, membership, attendance and
activities during the year of each Board Committee are set out
on pages 26 to 30.
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Board meetings and attendance

The Board meets regularly to review the financial and operating
performance of the Company and to discuss future strategy.
Four Board meetings were held in 2013. At the Board meetings,
the Board reviewed significant matters including the Company’s
annual and interim financial statements, proposals for final and
interim dividends (if any), annual report and half-year report. At
least 14 days’ notice is given to all Directors for all regular Board
meetings and all Directors are given the opportunity to include
matters for discussion in the agenda. All minutes of the Board
meetings are kept by the Company Secretary and are available
to all Directors for inspection. During the year, the Chairman of
the Company has held a meeting with all the Independent Non-
executive Directors without other Executive Directors presented.

The attendance record of each Director at Board meetings in
2013 is set out below:
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Number of

Meetings

HE

Directors Eo] FEINE

Executive Directors BITES

Mr. Lau Siu Ying (Chairman) Bl NELE (£/E) 4/4

Mr. Luo Xi Zhi BEBEZRE 4/4

Mr. Wang Yu EREE 4/4
Independent Non-executive Directors BIYFHITES

Mr. Chang Wing Seng, Victor B 5K 5 o A 4/4

Mr. Wong Lit Chor, Alexis EHRYEAE 3/4

Dr. Law Chun Kwan FEiRmE L 2/4

Chairman and chief executive officer

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

EEREEHITE

EEERTHBEA2AIGREIRELREFERTE
ZBERTED TERAR—AFRE ERN
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Provision A.4 of the CG Code states that all directors should be
subject to re-election at regular intervals. However, Mr. Lau Siu
Ying, being the Chairman of the Board, does not need to retire
by rotation.

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

Directors’ continuing professional development

Each newly appointed director is provided with necessary
induction and information to ensure that he has a proper
understanding of the Company’s operations and businesses as
well as his responsibilities under the relevant statutes, laws, rules
and regulations.

Directors’ training is an ongoing process. During the vyear,
Directors are provided with monthly updates on the Company’s
performance, position and prospects to enable the Board
as a whole and each Director to discharge their duties.
In addition, all Directors are encouraged to participate in
continuous professional development to develop and refresh
their knowledge and skills. The Company updates Directors on
the latest development regarding the Listing Rules and other
applicable regulatory requirements from time to time, to ensure
compliance and enhance their awareness of good corporate
governance practices.

BOARD COMMITTEES

The Board has established three committees to oversee
particular aspects of the Company’s affairs and to assist in the
execution of the Board’s responsibilities. Sufficient resources
are provided to enable the Board Committees to undertake their
specific roles. The respective role, responsibilities and activities
of each Board Committee are set out below:
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Remuneration committee

The principal role of the Remuneration Committee is to
determine and review the remuneration packages of individual
executive directors and senior management, including salaries,
bonuses, share options and other plans. The Remuneration
Committee reviews and approves the management’s
remuneration proposals with reference to the Board’s corporate
goals and objectives and considers salaries paid by comparable
companies, time commitment and responsibilities and
employment conditions elsewhere in the Group, so as to align
management incentives with shareholders’ interests.

The Remuneration Committee currently comprises three
Independent Non-executive Directors and an Executive Director.
The Chairman of the Remuneration Committee is Mr. Chang
Wing Seng, Victor, an Independent Non-executive Director. The
Company Secretary of the Company serves as the secretary
of the committee. Minutes for the meetings are sent to the
committee members within a reasonable time after the meetings.
The full terms of reference are available on the Company’s
website and The Stock Exchange of Hong Kong Limited’s
website.

HHWESE

¥FHEzEe T 2AGRETE LEHNERRT
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The composition of the Remuneration Committee during the year FHNEEeRNFRAZAKNERESZEEXNBEE
as well as the meeting attendance of the committee members E\E%Z% M
are as follows:
Membership and Attendance REREHERER
Attendance/
Number of
Meetings
HE
Members 8 HEPR
Independent Non-executive Directors BYKHITES
Mr. Chang Wing Seng, Victor (Chairman) Bk s S A (/) 1/1
Mr. Wong Lit Chor, Alexis =R LA 1/1
Dr. Law Chun Kwan FEiRmE L 1/1
Executive Director BITES
Mr. Lau Siu Ying B/NE & 1/1
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A meeting was held in the year in which the Remuneration
Committee reviewed the remuneration policies and approved
the salaries and bonuses of the Executive Directors and senior
management. The Remuneration Committee has communicated
with the Chairman of the Company about proposals relating to
the remuneration packages of other Executive Directors and
senior management.

Details of directors’ emoluments and retirement benefits are
disclosed on page 108. Remuneration payable to members of
senior management is disclosed on page 109. Share options
granted under the Company’s share option plan are disclosed
on pages 125 to 128.

Audit committee

The Audit Committee reviews financial information of the Group,
monitors the effectiveness of the external audit and oversees
the appointment, remuneration and terms of engagement of
the Company’s external auditor, as well as their independence.
The Audit Committee is also responsible for reviewing the
financial reporting process and the system of internal controls
and risk management. The Board also delegated corporate
governance functions to the Audit Committee, including the
review and monitoring of (a) the development and review of the
Company’s policies and practices on corporate governance and
recommendations; (b) the training and continuous professional
development of directors and senior management; (c) the
Company’s policies and practices on compliance with legal
and regulatory requirements; (d) the code of conduct of the
Company; and (e) the Company’s policies and practices on
corporate governance and its compliance with the CG Code and
disclosures in the Corporate Governance Report. The full terms
of reference setting out the committee’s authority and its role
and responsibilities are available on the Company’s website and
The Stock Exchange of Hong Kong Limited’s website.
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The Audit Committee currently consists of three Independent
Non-executive Directors, with one of whom having the relevant
professional qualifications and expertise. The Chairman of
the Audit Committee is Mr. Chang Wing Seng, Victor, an
Independent Non-executive Director. The Company Secretary
acts as secretary of the Audit Committee. Sufficient resources
are made available to the Audit Committee when independent
legal or professional advice is required.

The Audit Committee meets at least twice a year. The external
auditors of the Company are invited to the meetings, take part
in the discussions and answer questions from the committee
members. By invitation of the Audit Committee, other Directors
and senior executives may also attend the meetings.

The Audit Committee held two meetings in the year with full
attendance by the committee members and the external auditors
of the Company as well. The Company Secretary prepared
full minutes of the audit committee meetings with details of
discussions and decisions reached. The draft and final versions
of minutes were sent to all committee members within a
reasonable time after each meeting.

The composition of the Audit Committee during the year as well
as the meeting attendance of the committee members are as
follows:

EREZEGERH=RBYIFRATEEFAR
HP - AAGHBAEXEREANE -BEHREE
SERABIUFRNTESTEKBELE - RAAW
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= u#‘zZl /RZZD_F:

Membership and Attendance REREERSR
Attendance/
Number of
Meetings
HES
Members B 8 FHRINE

Independent Non-executive Directors BIYKHITES

Mr. Chang Wing Seng, Victor (Chairman) BB E (F/E) 2/2
Mr. Wong Lit Chor, Alexis =R L& 2/2
Dr. Law Chun Kwan R IE LT 2/2
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During the year, the Audit Committee has discussed with the
external auditor their independence and the nature and scope of
the audit; reviewed the interim and annual financial statements
of the Group, particularly judgmental areas, before submission
to the Board; reviewed the effectiveness of the internal control
system of the Group, findings and management’s response;
reviewed the Group’s adherence to the code provisions in the
CG Code. The Audit Committee recommended the Board to
adopt the interim and annual financial statements for 2013. The
Audit Committee has also performed the aforesaid corporate
governance duties as delegated to it by the Board.

Nomination committee

The Nomination Committee is authorised by the Board to
determine the policy for the nomination of Directors, to set
out the nomination procedures and the process and criteria
adopted to select and recommend candidates for directorship.
The Nomination Committee is also responsible for reviewing the
structure, size and composition of the Board, and assessing the
independence of Independent Non-executive Directors.

The Nomination Committee currently comprises five members,
a majority of whom are Independent Non-executive Directors
and is chaired by the Chairman of the Board. The Company
Secretary of the Company serves as secretary of the
Nomination Committee. Minutes for the meetings are sent to
the Nomination Committee members within a reasonable time
after the meetings. The full terms of reference are available on
the Company’s website and The Stock Exchange of Hong Kong
Limited’s website.
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The composition of the Nomination Committee during the year REZEENFACHENERSZEENELE
as well as the meeting attendance of the committee members EERIBERET
are as follows:
Membership and Attendance REREHERER
Attendance/
Number of
Meetings
HES
Members 8 EEPR
Executive Directors HTES
Mr. Lau Siu Ying (Chairman) BINESE (FE) 1/1
Mr. Wang Yu TFREAE 1/1
Independent Non-executive Directors VTHHITES
Mr. Chang Wing Seng, Victor 1§ v 1/1
Mr. Wong Lit Chor, Alexis | A& 1/1
Dr. Law Chun Kwan ERIRIE LT 1/1
A meeting was held in the year, in which members of the REZEENFRNERIT-RAEE FLEX
Nomination Committee reviewed the structure, size and BEEMNEST 2 8H ARRAK-
composition of the Board.
BOARD DIVERSITY POLICY EEE2Z Tt EE

During the year, the Board adopted a board diversity policy
setting out the approach to achieve diversity on the Board. With
a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the
Board’s composition, Board diversity has been considered from
a number of aspects, including but not limited to gender, age,
cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will
be considered against objective criteria, having due regard for
the benefits of diversity on the Board.
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledged the responsibilities for preparing
the financial statements which give a true and fair view of the
affairs of the Company and its subsidiaries. The auditors are
responsible to form an independent opinion, based on their
audits, on the Group’s financial statements and express their
opinions.

The responsibilities of the external auditor with respect to the
financial statements for the year ended 31st December, 2013
are set out in the Independent Auditor’s Report on pages 47 to
48.

AUDITOR’S REMUNERATION

BDO Limited was re-appointed as the Company’s external
auditors by the shareholders at the Annual General Meeting on
21st May, 2013, until the conclusion of the next Annual General
Meeting. They are primarily responsible for providing audit
services in connection with the financial statements of the Group
for the year ended 31st December, 2013. During the year, the
fees charged to the accounts of the Group for BDO Limited’s
statutory audit services amounted to HK$820,000 (2012:
HK$820,000). In addition, HK$38,000 was charged for non-audit
service, which was for interim review service (2012: HK$38,000).

COMPANY SECRETARY

During the year, Mr. Fok Wai Ming, Eddie, the Group Financial
Controller and Company Secretary of the Company, undertook
over 15 hours of professional training to update his skills and
knowledge in compliance with Rule 3.29 of the Listing Rules.

INTERNAL CONTROLS

The Board has overall responsibility for the system of internal
controls of the Company and for reviewing its effectiveness.
The Board is committed to implementing an effective and
sound internal controls system to safeguard the interest of
shareholders and the Group’s assets. The Board has delegated
to the management the implementation of the system of
internal controls and to the Audit Committee the review of all
relevant financial, operational and compliance controls and risk
management function within an established framework.
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CODE OF CONDUCT

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

COMMUNICATION WITH SHAREHOLDERS

The Company considers effective communication with
shareholders is essential to enable them to have a clear
assessment of the Group’s performance as well as
accountability of the board of directors. Major means of
communication with shareholders of the Company are as
follows:

Information disclosure on corporate website

The Company endeavours to disclose all material information
about the Group to all interested parties as widely and timely
as possible. The Company maintains a corporate website at
www.fortunetele.com where important information about the
Group’s activities and corporate matters such as annual reports
and interim reports to shareholders, announcements, business
development and operations, corporate governance practices
and other information is available for review by shareholders and
other stakeholders. When announcements are made through the
website of The Stock Exchange of Hong Kong Limited, the same
information will be made available on the Company’s website.
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General meetings with shareholders

The Company’s annual general meeting provides a useful
platform for direct communication between the Board and
shareholders. Separate resolutions are proposed on each
substantially separate issue at the general meetings.

The 2013 annual general meeting (2013 AGM”) was held on
21st May, 2013. The attendance record of the Directors at the
2013 AGM s set out below:

TRERBES

BRAE

ARABZBRBAFRERBE—EAHERFE &
EXQHEPRERBE - NRERAGLERE
AR EBY ZFHEZBIUIRER

—T-CFREAFAR ((“E—ZFREA
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Attendance/

Number of

general meetings

HE

Directors o] AR K& IRE

Executive Directors HTES

Mr. Lau Siu Ying (Chairman) BINELE (FE) 1/1

Mr. Luo Xi Zhi BEBZRE 11

Mr. Wang Yu FREE 1/1
Independent Non-executive Directors BYHHTES

Mr. Chang Wing Seng, Victor 85K B o A& 1/1

Mr. Wong Lit Chor, Alexis \EAPEE 11

Dr. Law Chun Kwan R ImE T 1/1

The Company’s external auditor also attended the 2013 AGM.
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Investor relations

The Company recognises its responsibility to explain its
activities to those with a legitimate interest and to respond to
their questions. Questions received from the general public and
individual shareholders are answered promptly. In all cases, great
care is taken to ensure that no price-sensitive information is
disclosed selectively.

Shareholders’ rights

Set out below is a summary of certain rights of the shareholders
of the Company as required to be disclosed pursuant to the
mandatory disclosure requirement under Paragraph O of the CG
Code:

Convening of a special general meeting on requisition by
shareholders

Pursuant to clause 58 of the Company’s bye-laws, a special
general meeting may be convened by the Board upon requisition
by any shareholder holding not less than one-tenth of the
issued share capital of the Company and the securities being
held carrying the right of voting at any general meetings of the
Company. The shareholder shall make a written requisition to
the Board or the Company Secretary of the Company at the
head office address of the Company, specifying the shareholding
information of the shareholder, his/her contact details and the
proposal regarding any specified transaction/business and its
supporting documents.

The Board shall arrange to hold such general meeting within two
(2) months after the receipt of such written requisition. Pursuant
to clause 59 of the Company’s bye-laws, the Company shall
serve requisite notice of the general meeting, including the time,
place of meeting and particulars of resolutions to be considered
at the meeting and the general nature of the business.

If within twenty one (21) days of the receipt of such written
requisition, the Board fails to proceed to convene such special
general meeting, the shareholder shall do so pursuant to the
provisions of Section 74(3) of the Companies Act 1981 of
Bermuda (the “Act”).
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Procedures for putting forward proposals at general
meetings by shareholders

Shareholders are requested to follow the Act for including
a resolution at an annual general meeting of the Company
(*AGM”). The requirements and procedures are set out below:

()  Pursuant to section 79 of the Act, shareholder(s) holding
() not less than one-twentieth of the total voting rights
of all shareholders having the right to vote at the general
meeting; or (ii) not less than 100 shareholders, can submit a
written request stating the resolution intended to be moved
at the AGM or a statement of not more than 1,000 words
with respect to the matter referred to in any proposed
resolution or the business to be dealt with at a particular
general meeting.

(i)  The written request/statements must be signed by the
shareholder(s) concerned and deposited at the Company’s
registered office and/or principal office in Hong Kong, for
the attention of the Company Secretary, not less than six
weeks before the AGM in the case of a requisition requiring
notice of a resolution and not less than one week before the
general meeting in the case of any other requisition.

(i) Pursuant to section 80 of the Act, if the written request is
in order, the Company Secretary will ask the Board (i) to
include the resolution in the agenda for the AGM; or (i) to
circulate the statement for the general meeting, provided
that the shareholder(s) concerned have deposited a sum
of money reasonably determined by the Board sufficient
to meet the Company’s expenses in serving the notice of
the resolution and/or circulating the statement submitted
by the shareholder(s) concerned in accordance with the
statutory requirements to all the registered shareholders. On
the contrary, if the requisition is invalid or the shareholder(s)
concerned have failed to deposit sufficient money to
meet the Company’s expenses for the said purposes, the
shareholder(s) concerned will be advised of this outcome
and accordingly, the proposed resolution will not be
included in the agenda for the AGM or the statement will
not be circulated for the general meeting.
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(iv)

REARESE

If a shareholder, who is duly qualified to attend and vote at
the general meeting convened to deal with appointment/
election of director(s), wishes to propose a person (other
than the shareholder himself/herself) for election as a
director at that meeting, he/she can deposit a written
notice at the Company’s registered office and/or its
principal office in Hong Kong, for the attention of the
Company Secretary, not less than seven (7) clear days but
not more than fourteen (14) clear days before the date of
the general meeting. In order for the Company to inform
all Shareholders of that proposal, the written notice must
state the full name of the person proposed for election
as a director, his/her biographical details as required by
rule 13.51(2) of the Listing Rules, and be signed by the
shareholder concerned and that person indicating his/her
willingness to be elected.

Procedures for directing shareholders’ enquiries to the
board

Shareholders may at any time send their enquiries and concerns

to the Board in writing through the Company Secretary whose

contact details are as follows:

The Company Secretary

China Fortune Holdings Limited

Room 1505-07, Tower A, Regent Centre, 63 Wo Yi Hop Road,
Kwai Chung, Hong Kong

Email: info@chinafortune.com

Tel No.: +852 2422 0811

Fax No.: +852 2428 0988

The Company Secretary shall forward the shareholders’

enquiries and concerns to the Board and/or relevant board

committees of the Company, where appropriate, to answer the

shareholders’ questions.
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The directors present their annual report and audited
consolidated financial statements for the year ended 31st
December, 2013.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its principal subsidiaries and principal associate
are set out in notes 38 and 39 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31st Decemober,
2013 are set out in the consolidated statement of
comprehensive income on page 49 of the annual report.

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

PLANT AND EQUIPMENT

Details of movements during the year in the plant and equipment
of the Group are set out in note 16 to the consolidated financial
statements.

SHARE CAPITAL

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

DISTRIBUTABLE RESERVES OF THE COMPANY

In the opinion of the directors, the Company’s reserves available
for distribution to shareholders as at 31st December, 2013 and
31st December, 2012 consisted of contributed surplus and
accumulated profits were nil.
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Under the Companies Act 1981 of Bermuda (as amended), the
contributed surplus account of the Company is available for
distribution. However, the Company cannot declare or pay a
dividend, or make a distribution out of contributed surplus if:

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

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

DIRECTORS

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

Executive directors:

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

Independent non-executive directors:

Mr. Chang Wing Seng, Victor
Mr. Wong Lit Chor, Alexis
Dr. Law Chun Kwan

In accordance with clause 87 of the Company’s bye-laws,
Messers. Luo Xi Zhi and Chang Wing Seng, Victor shall retire at
the forthcoming annual general meeting and, being eligible, offer
themselves for re-election.

None of the directors being proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation,
other than statutory compensation.
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The term of office of each of the non-executive directors and
independent non-executive directors is the date up to his
retirement by rotation in accordance with the Company’s bye-
laws.

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

At 31st December, 2013, the interests and short positions of
the directors, the chief executive and their associates in the
shares and underlying shares of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Future Ordinance (“SFO”)), which were required to be notified to
the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the
SFO), or as recorded in the register maintained by the Company
pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies (the “Model Code”), were as follows:

Ordinary shares of HK$0.10 each of the Company

Name of director Capacity

ExpE g%

Mr. Lau Siu Ying (“Mr. Lau”)
Bl NEEE (TRIELE]) RREETERR (M)

Beneficial owner

BB A

Held by a discretionary trust (Note)

—E—ZFRH
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AR A FREE.10E T2 EER

Percentage of

Number of the issued share
issued ordinary capital of
shares held the Company
FBE®RT (AR ERT
EEREE RAEABDLH
188,300,013 22.88%
259,996,285 31.58%
448,296,298 54.46%
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Note:

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

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

Save as disclosed above, none of the directors, chief executives
nor their associates had any interests or short positions in
any shares or underlying shares of the Company or any of
its associated corporations as defined in the SFO at 31st
December, 2013.
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SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in
note 30 to the consolidated financial statements. The following
table discloses movements in the Company’s share options

during the year:

Category | - Directors
FIE-E3

Mr. Lau

e

Mr. Luo Xi Zhi
BEZRAE

Mr. Wang Yu

ITERE

Mr. Chang Wing Seng, Victor
HixBrt

Mr. Wong Lit Chor, Alexis
BAMNEE

Dr. Law Chun Kwan

EiRumEtL

Total for directors

Ex@t

Category Il - Employees
Z1E-EE

Employees

B8

Category Il - Consultants

FNE-FERE

Consultants
B

Total for all categories

P Bl st

Date of grant

RLAM

12.7.2013
12.7.2013
12.7.2013
12.7.2013
12.7.2013

12.7.2013

12.7.2013

12.7.2013

Exercise
price
fTHEE
HK$
BT

0.255
0.255
0.255
0.255
0.255

0.255

0.255

0.255

FEERERERAERAQ A
—E—=FR
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AR RBIRAE B2 HERR A BRN
530 - FRREALABBRES N2

Qutstanding Granted Exercised  Outstanding
at beginning during during at end of
of the year the year the year the year
FRNERTE FREH FRTE FEERTHE
- 8,000,000 - 8,000,000

- 1,000,000 - 1,000,000

- 1,000,000 - 1,000,000

- 1,500,000 - 1,500,000

- 1,500,000 - 1,500,000

= 1,000,000 = 1,000,000

= 14,000,000 = 14,000,000

- 4,800,000 (1,500,000) 3,300,000

= 300,000 = 300,000

= 19,100,000 (1,500,000) 17,600,000
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ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

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

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE AND CONNECTED TRANSACTIONS

No connected transactions nor contracts of significance
to which the Company, its holding company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.
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SUBSTANTIAL SHAREHOLDERS

The register of substantial shareholders maintained by the
Company pursuant to Section 336 of the SFO shows that, as at
31st December, 2013, the following shareholders had notified
the Company of relevant interests in the issued share capital of
the Company.

Ordinary shares of HK$0.10 each of the Company

TR
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RBARBIRIEEF & HIE 50 533615 FT %
BEZEFERREMINT RZE—=F+=A
=t+—HB ARQREBTIREERARARDHE
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AR EAFREE.10E T2 EBK

Percentage of
Number of the issued share

Name of issued ordinary capital of
substantial shareholder Capacity shares held the Company
FBE®T (AR ERT
TERRER =37) ZBERHE REZBS L
Mr. Lau Held by a discretionary trust (Note 1) 188,300,013 22.88%
2k rREFEEA (M)
Beneficial owner 259,996,285 31.58%
ERmEAA
448,296,298 54.46%
Mr. Lee Wai, Timothy Held by controlled entity (Note 2) 188,300,013 22.88%
FEEE Rt ERsa (ME2)
Notes: M 5T

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

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

1. ZERNBEEBREZESIMALZAF
Future 2000 Limited$§ 5 - Mz A Al H —2#E
ARG ZE2REIZEIEARERLE &R
BRETLZ-
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APPOINTMENT 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 Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”). The
Company considers all of the independent non-executive
directors are independent.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

During the year ended 31st December, 2013, neither the
Company nor any of its subsidiaries purchased, sold or
redeemed any of the listed securities of the Company.

MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31st December, 2013:

(1) The aggregate sales attributable to the Group’s five
largest customers and the largest customer represent
approximately 16.1% and 4.9%, respectively, of the
Group’s total revenue;

(2) The aggregate purchases attributable to the Group’s
five largest suppliers and the largest supplier represent
approximately 94.2% and 44.3%, respectively, of the
Group’s total purchase.

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

Save as disclosed in the Corporate Governance Report on
pages 21 to 36 of this annual report, the Company has complied
throughout the year with the Code on Corporate Governance
Practices and the Corporate Governance Code as set out in
Appendix 14 to the Listing Rules which were then in force during
the respective periods.

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

EMOLUMENT POLICY

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

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

The Group had a share option scheme under which the
Company could grant share options to the participants,
including directors and employees, to subscribe for shares of
the Company, details of the scheme is set out in note 30 to the
consolidated financial statements. 19,100,000 share options had
been granted on 12th July, 2013.

—E—ZFH

Directors’ Report

EEEREE

EER

BAFIRFE21EEI6HE 2 D EEARS
BEI ARBRERN—HEYE N E R E
AR EmARBIM S 4AmE 2 D EES
SFRIREERSTAC

SRIZFHAEMTENEEE

AEEZEEMEBRRAFHEESRT N
BREZRE BEERTHREE

o

ARREFZMEBFHZESREARRZ
REXE AARBERFAEMSBIBEEE -

AEERE -EERESE BLEAQRME
EREES2HERDLBERE BIERBAR

Th@w%%#\%%i—ﬁﬁﬁﬁwﬁwo
19,100,000 R EER_E—=Ft A+ =
E&ﬁ°



©

China Fortune Holdings Limited

Annual Report 2013

Directors’ Report

EEEREE

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31st December, 2013.

EVENTS AFTER THE REPORTING PERIOD

No material significant events occurred after the reporting
period.

AUDITOR

A resolution will be submitted to the annual general meeting
of the Company to re-appoint BDO Limited as auditor of the
Company.

On behalf of the Board
Lau Siu Ying
CHAIRMAN

Hong Kong, 28th March, 2014
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Independent Auditor’s Report

|IBDO

EEE : +852 2218 8288
{5H : +852 2815 2239

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

B XA RS

25t™ Floor Wing On Centre
111 Connaught Road Central

Hong Kong
HEETHEEPI115E
JKZHI>254E

www.bdo.com.hk

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

We have audited the consolidated financial statements of China
Fortune Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 49 to 138, which
comprise the consolidated and company statements of financial
position as at 31st December, 2013, and the consolidated
statement of comprehensive income, the consolidated statement
of changes in equity and the consolidated statement of cash
flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, in accordance with Section 90 of the
Bermuda Companies Act, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.
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We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

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

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

OPINION

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31st December, 2013 and of the Group’s loss and
cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards and have been properly
prepared in accordance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Ng Wai Man

Practising Certificate Number: P05309
28th March, 2014
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Consolidated Statement of Comprehensive Income

SEEZHERBAXR

For the year ended 31st December, 2013 HE—_T—=F+_-_A=+—HI-FE

Turnover
Cost of sales

Gross profit

Other income

Other gains and losses

Selling and distribution costs

Administrative expenses

Finance costs

Impairment loss recognised in
respect of mining right

Share of result of an associate

Loss before income tax
Income tax credit

Loss for the year

Other comprehensive income that
may be subsequently transferred
to profit or loss
Exchange differences arising

on translation of foreign
operations

Total comprehensive income for the
year

Loss for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income
attributable to:
Owners of the Company
Non-controlling interests

LOSS PER SHARE
Basic

Diluted

E S
5 & AR
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H iz 2 518
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ZAN/NETEZ 2SN
FEYE I MR S

FEMH 2 AU A

ZAN/NETEZ 2SN
FEFR I R 2
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Notes
B 5

17
18

10

11(a)

15

2013 2012
HK$’000 HK$’000
TERT FET
198,344 623,049
(182,770) (609,374)
15,574 13,675
4,826 6,352
(1,110) (5,059)
(10,839) (10,847)
(25,728) (26,982)
(1,323) (1,340)
(118,637) (60,847)
(604) (106)
(137,841) (85,154)
29,659 15,215
(108,182) (69,939)
11,359 4,025
11,359 4,025
(96,823) (65,914)
(59,831) (43,872)
(48,351) (26,067)
(108,182) (69,939)
(52,216) (40,974)
(44,607) (24,940)
(96,823) (65,914)

(7.28) centsll

(5.34) centsll

N/AT3E A

N/A i
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At 31st December, 2013 WZ_ZE—=F+_HA=+—H

Non-current Assets
Plant and equipment
Mining right
Investment in an associate
Available-for-sale investments
Club memberships
Convertible notes receivable

Current Assets
Inventories
Trade and other receivables

Amounts due from
non-controlling shareholders
of subsidiaries

Cash and cash equivalents

Current Liabilities
Trade and other payables

Amounts due to related parties

Tax payables
Other borrowings

Net Current Assets

Total Assets less Current
Liabilities
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FEU A] 4 e TR

REBEE

&

FEUE 5 AR M
Ho A 8 U BR 3R

& Ui Ff4 /& 2 )
FEFRHINERR 2 5R0R

RekBReFED

RBAE

BN E SRR R

H Al & BR 3R
FET BSE A £ 28
& B IR

HiEE

REBEEFE

REERRBAEE

Notes

B °E

16
17
18
20
21

23

24

25
26

27
36(a)

28

2013 2012
HK$’000 HK$’000
TR TAT
13,919 15,094
286,485 394,285
1,023 1,627
10,303 69
1,221 1,215

- 2,050
312,951 414,340
7,239 32,875
20,766 45,038
4,171 3,647
96,581 89,371
128,757 170,931
30,170 53,046
1,642 969
6,532 6,470
15,870 15,374
54,214 75,859
74,543 95,072
387,494 509,412




TEREERERQAF

—E-=FR

Consolidated Statement of Financial Position
e AR R &R

At 31st December, 2013 WZ_ZE—=F+_HA=+—H

2013 2012
Notes HK$’000 HK$'000
B & FET FAT
Capital and Reserves EXRFEE
Share capital &% < 29 82,316 82,166
Reserves &t 141,219 191,640
Equity attributable to owners of AR T EE ABEEER
the Company 223,535 273,806
Non-controlling interests FEFE MR 95,156 139,763
318,691 413,569
Non-current Liabilities FERBEE
Deferred tax liabilities RIERIABE 31 68,803 95,843
387,494 509,412
On behalf of the Board REE=ZZ
Lau Siu Ying Luo Xi Zhi
2N g B2
CHAIRMAN DIRECTOR

FIE EF



52

China Fortune Holdings Limited

Annual Report 2013

Statement of Financial Position

B F5 AR 0 &

At 31st December, 2013 WZ_ZE—=F+_HA=+—H

Non-current Assets kRBEE
Investments in subsidiaries WERARZEE
Current Assets REBEE
Other receivables H th & Y BR 3K
Cash and cash equivalents HeaRREeEED
Current Liabilities RBAE
Other payables H b & BR 3R

Amounts due to subsidiaries

JRE 1F B B8 1% R) 2 3R IR

Net Current Liabilities REBEEFEHE
Total Assets less Current HWEEBRRBERE
Liabilities
Capital and Reserves EXREE
Share capital (&N
Reserves Gl

On behalf of the Board

Lau Siu Ying
21/ &
CHAIRMAN
FE

EF

2013 2012
Notes HK$’000 HK$’000
B oE FET FAT
19 54,864 53,150
282 279
5 5
287 284
1,166 1,040
19 56,456 55,183
57,622 56,223
(57,335) (55,939)
(2,471) (2,789)
29 82,316 82,166
37 (84,787) (84,955)
(2,471) (2,789)

REESD

Luo Xi Zhi

Bz
DIRECTOR
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Consolidated Statement of Changes in Equity

For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

Attributable to owners of the Company

ARRBBARE
Share Non-
Share Share Special  Translation Statutory option  Accumulated controlling Total
capital premium reserve reserve funds reserve losses Total interests equity
BRE FEHE
B& REE BHRE  RERG tEEd R it ER it 35 BREE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TEL TEL Th TE TEL TERL TEL TEx TEL
(Note i) (Note i) (Note iii) (Note iv) (Note v)
(W) (W) (i) (KEw) (Hv)

At 1st January, 2012 R-E-—£-f-AR 82,166 392,962 2,481 74,408 30,132 4,323 (271,692) 314,780 164,703 479,483

Loss for the year EEEE - - - - - - W8T) (3872 (606T) (69,939

Exchange differences arising RENHRETELL

on translation of foreign EiER

operations - - - 2,898 - - - 2,898 1,127 4,025
Total comprehensive income FE2EBUA

for the year - - - 2,898 - - (43,872) (40,974) (24,940) (65,914)
Transfer of reserve upon lapse REREX RS ERER

of share options - - - - - (4,329) 4,323 - - -

At 31st December, 2012 R=E-ZF+-F=t-AH 82,166 392,962 2,481 77,306 30,182 - (311,241) 273,806 139,763 413,569

Loss for the year FERHE - - - - - - (59,831) (59,831) (48,351) (108,182)

Exchange differences arising RENEHRENELL

on tranglation of foreign EXZER

operations - - - 7,615 - - - 7,615 3,744 11,359
Total comprehensive income FEZEBMA

for the year - - - 7,615 - - (59,831) (52,216 (44,607) (96,823)
Recognition of equity-settled BRERELEURR

share-based payment expenses ~ AEEX T2 EH - - - - - 1,562 - 1,562 - 1,562
Issue of shares upon exercise of  RTEEE RIEM (TR

share options 150 233 o = > - = 383 - 383
Transfer of reserve upon exercise of R RIETERERE R

share options - 116 - - - (116) - - - -

At 31st December, 2013 RZF-=%+-A=1+-A 82,316 393,311 2,481 84,921 30,132 1,446 (371,072) 223,535 95,156 318,691

Notes: B 5 -

()  The share premium represents the amount subscribed for share () BOZEERERASEBEEMBEZIRA-
capital in excess of nominal value.

(i)  The special reserve represents the difference between the nominal (i) BRFEEEMEENBARZROEERERRD
value of the shares of the subsidiaries acquired and the nominal AR — NN FETEBEARTKEMET
value of the Company’s shares issued for their acquisition at the ZBRHEBERERE-
time of the group reorganisation in 1999.

(i) The translation reserve represents gains/losses arising on (iy BRERBEBERSIEBZEE/AEFESEH
retranslating the net assets/liabilities of foreign operations into BRERZVEBMES 2 W BB
presentation currency.

(iv) The statutory funds reserves are required by the relevant laws (ivy “2EESEBARAEBRERE AR
applicable to the Group’s subsidiaries established in the People’s (THREDKZZHB AR 2 BBEFREZ
Republic of China (the “PRC”) and can be utilised to offset the prior @ WA RREEZETENEBARBEE
years’ losses of the PRC subsidiaries. EZEE-

(v)  The share option reserve comprises the fair value of share options vy BRERERLEEERLERRITEZEREZ

granted which are yet to be exercised, as further explained in the
accounting policy for share-based payment transactions in Note 3
to the consolidated financial statements.

RNFE FBEREGE P HR R M 35t AR &
ERNRZR S Z T EREHE— LM -
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GERERER

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

OPERATING ACTIVITIES
Loss before income tax

Adjustments for:

Equity-settled share-based
payment expenses

Interest expenses

Interest income

Allowance for trade and other
receivables

Impairment loss recognised in
respect of investment in an
associate

Impairment loss recognised in
respect of mining right

Share of result of an associate

Write down of inventories

Recovery of write down of
inventories

Depreciation of plant and
equipment

Amortisation of mining right

(Gain)/loss on disposal/write-off of
plant and equipment

Impairment loss recognised in
respect of club memberships

REED
B PSS 1R

%

W EE AR
REMINZEM
MBRX
A EHA
FLIEWE B R L E A
FEU R TR 2 B
R—REBERRRERRLZ
B B 1R

g

SRR RERR 2 BEE 1R

DME—RBERRZER
17 & HOR
T & R 7 2]

BENMZRBZITE

PRUERESE 55

HE WS kR
(Wa) /EE

REM SRR RERER

2013
HK$’000
TERT

(137,841)

1,562
1,323
(1,474)

1,268

118,637
604
1,296

(2,269)

1,781

(147)

2012
HK$'000
TAET

(85,154)

1,340
(2,898)

3,321

857
60,847
106
2,346

(2,388)

1,688
107

88

50




Operating cash flows before
movements in working capital

Decrease in inventories

Decrease in trade and other
receivables

Decrease in bills receivable

Increase in amounts due from
non-controlling shareholders of
subsidiaries

Decrease in trade and other payables

NET CASH GENERATED FROM
OPERATING ACTIVITIES

INVESTING ACTIVITIES

Proceeds from disposal of
plant and equipment

Interest received

Purchase of available-for-sale
investments

Payment to subscribe
convertible notes

Purchase of plant and equipment

NET CASH USED IN
INVESTING ACTIVITIES

FEERERERAERAQ A
TR

Consolidated Statement of Cash Flows

GERERER

For the year ended 31st December, 2013 HE—_T—=F+_-_A=+—HI-FE

EELASRBACKERERE
FERD
FEWE 7 BR 3 2

Ho A R SR
& W SRR
JFE Ui Bt B8 2 A SE % 1 1

P ERRIRE AN
F& & 2 Bk 3R e EL A e A< BR BRORL
RETHMEBRLFE
REEH
HE RS KR 2 TS sRIR

2 KA 8
BEAHLERE

REAI AR RE Z K

BERE M&E

REFHMARSFH

2013 2012
HK$’000 HK$’000
TERT FET
(15,260) (19,690)
26,485 99,532
22,862 12,847
= 1,476

(524) (57)
(24,199) (54,122)
9,364 39,986
200 2
1,389 2,744
(8,184) =
- (2,050)

(195) (6,943)
(6,790) (6,247)

55
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GERERER

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

FINANCING ACTIVITIES

Advance from a director

Repayment to a director

Proceeds from share issued under
share option scheme

Interest paid

NET CASH USED IN
FINANCING ACTIVITIES

NET INCREASE IN CASH AND
CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

Effect of foreign exchange rate
changes

CASH AND CASH EQUIVALENTS AT
END OF YEAR

ANALYSIS OF BALANCES OF
CASH AND CASH
EQUIVALENTS

Cash on hand and demand deposits
Short term highly liquid investments

BMEEH
KE—REFZER
BE-—BREFZHA
RIRRE et 8
BITIR D Z TS 3R
B HE

METEHAMARSFEE

RERREESEWEMFER

FUZRERREEEY

=
4
"
&
N
R
i

FRZESRAEEEY

RERREEEWRERIN

FHEEE MEHFER
SRBEtEHRE

2013 2012
HK$’000 HK$’000
FTERT TET
673 -

- (24,400)

383 -

- (48)

1,056 (24,448)
3,630 9,291
89,371 78,370
3,580 1,710
96,581 89,371
28,741 33,571
67,840 55,800
96,581 89,371
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Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

GENERAL

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

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

The Company is an investment holding company. The
principal activities of the Group are distribution and trading
of mobile phones and related accessories, development
of marketing and after-sales service network and mining
and processing of celestite, zinc and lead minerals. The
activities of its principal subsidiaries and principal associate
are set out in Notes 38 and 39, respectively.

—REE

RAARBBEBEARE-NN—FRFE
() FAREFMA Lz RBE2ER
NE ERNDEEEHERFABRAF
([BZFT)) £ e AR R Z B AR RERK
TRARAREBREZBEEFMA LA
A]Future 2000 Limited ° &R & sE 3=
BREBEEMB MU TFRIAAE
B — &R o

ARBZYEEEBARE (TARE]) -
HRARRTINEE LT - RITERRE 4
EHBRERGUBT (BT 25

RRABRBREERAB -AEBZETEHE
BROENEEBHEFZRBERM %
EMGHENIERRERE U XEAH -
FRnEAZAREIMIERS HXEM
BRAMRTIEBERTZEBEDRIENH
7138539 -
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Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

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

(a) Adoption of new/revised HKFRSs - effective on 1st
January, 2013

HKFRSs Annual Improvements
(Amendments) 2009-2011 Cycle
HKFRSs Annual Improvements
(Amendments) 2010-2012 Cycle
HKFRSs Annual Improvements
(Amendments) 2011-2013 Cycle

Amendments to Presentation of Items of Other
HKAS 1 (Revised)

Amendments to

Comprehensive Income
Offsetting Financial Assets and

HKFRS 7 Financial Liabilities
HKFRS 10 Consolidated Financial
Statements
HKFRS 11 Joint Arrangements
HKFRS 12 Disclosure of Interests in Other
Entities
HKFRS 13 Fair Value Measurement

HKAS 27 (2011) Separate Financial Statements

HKAS 28 (2011) Investments in Associates and
Joint Ventures

HKAS 19 (2011) Employee Benefits

HK(FRIC) —
Interpretation 20

Stripping Costs of the
Production Phase of a
Surface Mine

Amendments to Government loans

HKFRS 1

RRAEBMBHREER ([FEY

BHmEER])

(a) FREFAT - AEAET E B BB EER —
R-FE—=ZF—-F—HEX

BEMBREER
CHEN

BEMBREER
CHES

BEMBREER
CHEN

BRGENEIHR

(183T) 2 B3]
BAR KRG ER
ETHR 2B

ERMBREED
£108%

BB SRS ER
F1158

BAR KRG ER
E12%

ERMBREEL
$135%

BAGER BT
(Z2—%)

BA G LR E28%
(Z2—%)

BERGHEREI9%

(Z2——%)

54 (AR BERE
REZE®)
—REZ205

BB RE £
EALd ]

“ETNEE
—E——FHH
ZEE

—T-TFZF
—E-C5EH
ZEE

—2——4%%
—E-ZFRH
ZEE

2IEMBEE
ONELE

BHEMBEER
HBBE

BERBERR
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B
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ATEHE
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Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

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

(a) Adoption of new/revised HKFRSs - effective on 1st

January, 2013 (Continued)

Other than explained below, the adoption of these
new/revised HKFRSs has no significant impact on the
Group’s financial statements.

HKFRSs (Amendments) — Annual Improvements
2009-2011 Cycle

HKAS 1 has been amended to clarify that an opening
statement of financial position is required only when
a retrospective application of an accounting policy,
a retrospective restatement or reclassification has a
material effect on the information presented in the
opening position. Further, this opening statement of
financial position does not have to be accompanied by
comparative information in the related notes. This is
consistent with the Group’s existing accounting policy.

HKFRSs (Amendments) — Annual Improvements
2010-2012 Cycle

The Basis of Conclusions for HKFRS 13 Fair Value
Measurement was amended to clarify that short-term
receivables and payables with no stated interest rate
can be measured at their invoice amounts without
discounting, if the effect of discounting is immaterial.
This is consistent with the Group’s existing accounting

policy.

RRAEBMBHREER ([FEY
BHwEEQ]) (&)

(a) FRAFAT - AEAET E B BB EER —

R-E—=ZF—-—F—H4£% (&)

B T SCRT M E SN SRR X SR AT
RIETEBVHRE LAY AEEZ
MBEBRUBERNTE -

ERMBREERN (BFTEX) — =2
FNFEE-—FEHPZFERE

BB EREIREELET B
MR BN KRERR B RER—
HEHHER BPEINXEH D EY
FESZHMMENBEEARER 77
Z 2B IR - bE 5N HI AT
FA TS AR SR B A 0 AR R B REBE Y L 3R
BRte- WBENEEREEFHR—
B o

ERMBHREER (BITF) =%
—REE_R-"HFRHCFELRE

FRMBREENFIZRAFEFE
ZREWKIBEARIER] - SRS AT
RBEETIK BRARERXRZEHE
WhENFKBAILMERFTRZERS
B2 WBREANKEREETHR
_ﬁo
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ADOPTION OF HONG KONG FINANCIAL
REPORTING STANDARDS (“HKFRSs”) (Continued)

(a) Adoption of new/revised HKFRSs - effective on 1st

January, 2013 (Continued)

HKFRSs (Amendments) — Annual Improvements
2011-2013 Cycle

The Basis of Conclusions to HKFRS 1 First-
time Adoption of Hong Kong Financial Reporting
Standards was amended to clarify that a first-
time adopter is allowed, but not required, to apply
a new HKFRS that is not mandatory if that HKFRS
permits early application and provided that HKFRS
is applied in all periods presented unless HKFRS 1
provides on exemption or exception. The adoption
of the amendments has no impact on these financial
statements as the Group is not a first-time adopter of
HKFRS.

Amendments to HKAS1 (Revised) - Presentation of
Items of Other Comprehensive Income

The amendments to HKAS 1 (Revised) require
the Group to separate items presented in other
comprehensive income into those that may be
reclassified to profit or loss in the future and those that
may not. Tax on items of other comprehensive income
is allocated and disclosed on the same basis. The
Group’s presentation of other comprehensive income
in the consolidated financial statements has been
modified accordingly.

Notes to the Consolidated Financial Statements
e SRR M

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE
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(a) FRAFAT - AEAET E B BB EER —

R-E—=ZF—F—H£% (&)

EAMBHREEN (BTX) —=F
——FE-R-=EEMIFERE

FEMBREENFIRERRRE L
MBREEN ZBWmEIBECFER
RRERPABRT BN B RS ENFIR
HEMNT R RBIINEIIN - HH ] E
B BmELERAFIRAER B
BEMBEREENBEBRAZIZ
PrAHAR - RIERERAE R A (MIER
JE)ERZIGB AR A ZHET&E
BB HEEA - BN ANEELIFE
KRR E B BwEER - BURMZ
FEAHZSYBRRLEZE -

BRI ERE1R (BEFT) 28
A-E23HMEEBRAEE

ER T ERE1R (KEF]) 2EFT
REARBRKZ2INEMEEBAZ
HE DRZFAVERBRENIR
ERHBHZEBEZERLEEHN N
ERRcBEB -HEMEmEKAERM
B RIASRAREEETORER
BE - AEERGAVHBREINE
fo2EmWAZ T EHEREN-



TEEREERERQA

—E—ZFRH

Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

2. ADOPTION OF HONG KONG FINANCIAL 2.

KAEEMEREERN ([EBH
REPORTING STANDARDS (“HKFRSs”) (Continued) )

BHREER]) (&

(a) Adoption of new/revised HKFRSs - effective on 1st (a) ERANFTET - ABIE5T & B EER —

January, 2013 (Continued)

Amendments to HKFRS 7 - Offsetting Financial
Assets and Financial Liabilities

HKFRS 7 is amended to introduce disclosures for all
recognised financial instruments that are set off under
HKAS 32 and those that are subject to an enforceable
master netting agreement or similar arrangement,
irrespective of whether they are set off under HKAS 32.

The adoption of the amendments has no impact on
these financial statements as the Group has not offset
financial instruments, nor has it entered into a master
netting agreement or a similar arrangement

HKFRS 10 - Consolidated Financial Statements

HKFRS 10 introduces a single control model for
consolidation of all investee entities. An investor has
control when it has power over the investee (whether
or not that power is used in practice), exposure or
rights to variable returns from the investee and the
ability to use the power over the investee to affect
those returns. HKFRS 10 contains extensive guidance
on the assessment of control.

The standard explicitly requires an assessment of
whether an investor with decision making rights is
acting as principal or agent and also whether other
parties with decision making rights are acting as
agents of the investor. An agent is engaged to act
on behalf of and for the benefit of another party
and therefore does not control the investee when it
exercises its decision making authority. The accounting
requirements in HKAS 27 (2008) on other consolidation
related matters are carried forward unchanged.
The Group has changed its accounting policy in
determining whether it has control of an investee
and therefore is required to consolidate that interest
(see note 3). The Group has reassessed its control
conclusions as at 1st January, 2013 upon adopting
HKFRS 10 and determined that there are no changes
to the investees which it controls.

R-B—=F—-—F—H4£%(#&)
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HMBEERMBAE

BEMBHREERETHROAEER] - Y
RIEBE S ERERFEHEZMA
EHER R 15 T A LA K] A Al 8 1T
RE IR RBULEE (w2
BREE LSS ERFI25TE H) 3
ABFERE °

MRS B ERFETHE TR IE
TS AR S IH 1 R SR & B BUR A
ZEBIHZEVBRRALEZE -

ERVBBELENE10R - RESMB
&

FAEMBHREEUFIORILA A
BRANKREBRS| AR —ZHI#ER
A BREEARITHRRES (T
EREBETEZEN) AELER
WAR B 77 /% B [O] | o2 = 8 Y A K e
ERHERENZENNTEZED
Wy - REENREAEGIE  BAWK
WEEF0RHMBFEIEHEZF
Mgl -

ZEQAREREEARREZR
BERNRFAASIREAZNITE
AEEBRRBZEMETREAR
BEZREAGDITE - REAEZ
BURKRZ T RBE—H2H&E
TE WEETELRRENGL
ZHIRIRE T - BB G EAIE27R
—EEN\F)EREMEAFEM
BERZEHATERTZE - A&E
EEREBTHRNENRTEIES
BZEFER AMTERETAZK
Rz (RHES) - RNERAT BN B
HEEMNFI0M}RE  AKEER-F
—=F - A BEHFEEEGIES
a0 AR AT HE 2 IR E T7 W R

ek

= °



62

China Fortune Holdings Limited
Annual Report 2013

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

(a) Adoption of new/revised HKFRSs - effective on 1st

January, 2013 (Continued)

HKFRS 12 - Disclosure of Interests in Other
Entities

HKFRS 12 integrates and makes consistent
the disclosures requirements about interests in
subsidiaries, associates and joint arrangements. It
also introduces new disclosure requirements, including
those related to unconsolidated structured entities. The
general objective of the standard is to enable users of
financial statements to evaluate the nature and risks
of a reporting entity’s interests in other entities and
the effects of those interests on the reporting entity’s
financial statements.

HKFRS 12 disclosures are provided in note 40. As the
new standard affects only disclosure, there is no effect
on the Group’s financial position and performance.

HKFRS 13 - Fair Value Measurement

HKFRS 13 provides a single source of guidance
on how to measure fair value when it is required or
permitted by other standards. The standard applies
to both financial and non-financial items measured
at fair value and introduces a fair value measurement
hierarchy. The definitions of the three levels in this
measurement hierarchy are generally consistent
with HKFRS 7 “Financial Instruments: Disclosures”.
HKFRS 13 defines fair value as the price that would be
received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants
at the measurement date (i.e. an exit price). The
standard removes the requirement to use bid and
ask prices for financial assets and liabilities quoted
in an active market. Rather the price within the bid-
ask spread that is most representative of fair value in
the circumstances should be used. It also contains
extensive disclosure requirements to allow users of
the financial statements to assess the methods and
inputs used in measuring fair values and the effects of
fair value measurements on the financial statements.
HKFRS 13 is applied prospectively.

Notes to the Consolidated Financial Statements
e R R

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE
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Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

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

(a) Adoption of new/revised HKFRSs - effective on 1st

January, 2013 (Continued)

HKFRS 13 - Fair Value Measurement (Continued)

HKFRS 13 did not materially affect any fair value
measurements of the Group’s assets and liabilities
and therefore has no effect on the Group’s financial
position and performance.

HKAS 19 (2011) - Employee Benefits

HKAS 19 (2011) abandons the corridor approach with
the result that changes in defined benefit obligations
and the fair value of plan assets are recognised in
the period in which they occur. The revised standard
requires the changes in the Group’s net defined
benefit liability (or asset) to be separated into three
components: service cost (including current and past
service cost and settlements) recognised in profit or
loss; net interest on the net defined benefit liability
recognised in profit or loss; and re-measurements of
the defined benefit liability (or asset) recognised in
other comprehensive income. The revised standard
distinguishes between short-term and long-term
employee benefits based on the expected date of
settlement. The previous standard used the term “due
to be settled”. HKAS 19 (2011) provides additional
guidance on the definition of termination benefits.
Benefits that are conditional on future service being
provided including those that increase if additional
service is provided are not termination benefits. The
revised standard requires that a liability for termination
benefits is recognised on the earlier of the date when
the entity can no longer withdraw the offer of those
benefits and the date the entity recognises any related
restructuring costs.

The Group has amended its accounting policies for
short-term employee benefits and termination benefits,
however the adoption of the revised standard has no
effect on the Group’s financial position or performance.
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HILFE

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

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

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

Amendments to
HKAS 32
HKFRS 9
Amendments to
HKAS 36
Amendments to
HKFRS 10,
HKFRS 12 and

HKAS 27 (2011)

HKFRSs
(Amendments)

HKFRSs
(Amendments)

Offsetting Financial Assets and
Financial Liabilities’

Financial Instruments*

Recoverable Amount
Disclosures'’

Investment entities’

Annual Improvements
2010-2012 Cycle®

Annual Improvements
2011-2013 Cycle?

L Effective for annual periods beginning on or after 1st

January, 2014

s Effective for annual periods beginning on or after 1st

July, 2014

& Effective for annual periods beginning, or transactions
occurring, on or after 1st July, 2014

= No mandatory effective date yet determined but is
available for adoption

Amendments to HKAS 32 - Offsetting Financial

Assets and Financial Liabilities

The amendments clarify the offsetting requirements by
adding appliance guidance to HKAS 32 which clarifies
when an entity “currently has a legally enforceable right
to set off” and when a gross settlement mechanism is
considered equivalent to net settlement.
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Notes to the Consolidated Financial Statements

SREMBHRRME

For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

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

(b) New/revised HKFRSs that have been issued but are

not yet effective (Continued)
HKFRS 9 - Financial Instruments

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

Amendments to HKAS 36 - Recoverable Amount
Disclosures

The amendments limit the requirements to disclose
the recoverable amount of an asset or cash generating
unit (CGU) to those periods in which an impairment
loss has been recognised or reversed, and expand the
disclosures where the recoverable amount of impaired
assets or CGUs has been determined based on fair
value less costs of disposal. The amendments are
effective for annual periods commencing on or after
1st January, 2014.
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

2.

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

(b) New/revised HKFRSs that have been issued but are

not yet effective (Continued)

Amendments to HKFRS 10, HKFRS 12 and HKAS
27 (2011) - Investment Entities

The amendments apply to a particular class of
businesses that qualify as investment entities. An
investment entity’s business purpose is to invest funds
solely for returns from capital appreciation, investment
income or both. It evaluates the performance of its
investments on a fair value basis. Investment entities
could include private equity organisations, venture
capital organisations, pension funds and investment
funds.

The amendments provide an exception to the
consolidation requirements in HKFRS 10 Consolidated
Financial Statements and require investment entities
to measure particular subsidiaries at fair value through
profit or loss rather than to consolidate them. The
amendments also set out the disclosure requirements
for investment entities. The amendments are
applied retrospectively subject to certain transitional
provisions.
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SREMBHRRME

For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

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

(b) New/revised HKFRSs that have been issued but are

not yet effective (Continued)

Annual Improvements 2010-2012 Cycle and 2011-
2013 Cycle

The amendments issued under the annual
improvements process make small, non-urgent
changes to a number of standards where they are
currently unclear. Among them HKAS 16 Property,
Plant and Equipment has been amended to clarify
how the gross carrying amount and accumulated
depreciation are treated where an entity uses the
revaluation model. The carrying amount of the asset
is restated to revalued amount. The accumulated
depreciation may be eliminated against the gross
carrying amount of the asset. Alternatively, the
gross carrying amount may be adjusted in a manner
consistent with the revaluation of the carrying amount
of the asset and the accumulated depreciation is
adjusted to equal the difference between the gross
carrying amount and the carrying amount after taking
into account accumulated impairment losses.

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

2. RABRAMBHREEN (EEY
BHwEEQ]) (&)

(b)

EBFE R LR ZHET AT E
BUBHEEER (&)

—E-EFE-E-—ERYR-T
P EE-E-CERNEEXRE

REBFESERFREMNVETHET
R R IR BN TIB M 2 4 77 1F H 8
MESERY 2B - EF BB G
Q165 [ - BB k&RE] EFD
ER] BRGAEBEAEGHREE
RMERERRATEZREN L&
ERMEBEINEEGHSRE R ITE
FIEEEMAREEYHE - LS BARE
BEANEEHEEREE -BZARA
EHAE MAFTEANSHEEN
EFREEEERET ERRGBEER
BZEEEMER 2 ZHE-

AEBIEFEZSHETEIERTER
MBEBRERAZEEZE-EFEA
Rtz Ewme BAREMEKE
AIREVMBHREEN T SHARE
MBRREEETMNEATE -

@



@

China Fortune Holdings Limited

Annual Report 2013

Notes to the Consolidated Financial Statements

SmEMBHRRME
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3.

SIGNIFICANT ACCOUNTING POLICIES

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

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

Business combination and basis of consolidation

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

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement
of comprehensive income from the effective dates of
acquisition or up to the effective dates of disposal, as
appropriate. Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their accounting
policies into line with those used by other members of the
Group.
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For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combination and basis of consolidation
(Continued)

Acquisition of subsidiaries or businesses is accounted for
using the acquisition method. The cost of an acquisition is
measured at the aggregate of the acquisition-date fair value
of assets transferred, liabilities incurred and equity interests
issued by the Group, as the acquirer. The identifiable assets
acquired and liabilities assumed are principally measured
at acquisition-date fair value. The Group’s previously
held equity interest in the acquiree is re-measured at
acquisition-date fair value and the resulting gains or losses
are recognised in profit or loss. The Group may elect, on
a transaction-by-transaction basis, to measure the non-
controlling interests that represent present ownership
interests in the subsidiaries either at fair value or at the
proportionate share of the acquiree’s identifiable net assets.
All other non-controlling interests are measured at fair value
unless another measurement basis is required by HKFRSs.
Acquisition-related costs incurred are expensed unless they
are incurred in issuing equity instruments in which case the
costs are deducted from equity.

Any contingent consideration to be transferred by the
acquirer is recognised at acquisition-date fair value.
Subsequent adjustments to consideration are recognised
against goodwill only to the extent that they arise from
new information obtained within the measurement period
(@ maximum of 12 months from the acquisition date) about
the fair value at the acquisition date. All other subsequent
adjustments to contingent consideration classified as an
asset or a liability are recognised in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Business combination and basis of consolidation
(Continued)

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

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

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

Subsidiaries

A subsidiary is an investee over which the Company is able
to exercise control. The Company controls an investee if
all three of the following elements are present: power over
the investee, exposure, or rights, to variable returns from
the investee, and the ability to use its power to affect those
variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any
of these elements of control.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Subsidiaries (Continued)

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries are
accounted for by the Company on the basis of dividend

received and receivable.

Goodwill

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

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

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

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

3.

TEETHE(E)

W18 28] ()

RARBFHARRARA RIBRE 2R
BERRARBREER (10F)FIK-HELQ
BZFREBARARE KRR EERE A
BE o

BE

BB AR A TR - B0 A S
TR IR RS AR 2 © AR L T

THHEE BERAAAEZAFE
5 -

WA EREE BERIARABZRFE
ERANREZRFE BB KE
ERN IR BB TR -

78 Ty 3 A AN RURL B B 1R AT & o BURLE R
AmMsE KBELZHBEEIRERAYR
BERUBHRM G S ERRSELE
f-EOERBZRETELEVUEEFR
B IR BUR % B AL ] B8 IR RE R T

BRI, o

AR BFERNETRBEMELEZBEM
EriimEcieELBEMNanN %Y
BEEERIETHRENR - MRSEL
BuzaEE@E I NZEM 2 REE
APREBEESE LD RAMBZELED
EzERBEZEEE B#MERZEM
NEBREEZREE LIS EEEZEML
ZEMEE -BEZEMREBERER
AR MR ERMEED -



@

China Fortune Holdings Limited

Annual Report 2013

Notes to the Consolidated Financial Statements

SmEMBHRRME

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Associates

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

Associates are accounted for using the equity method
whereby they are initially recognised at cost and thereafter,
their carrying amount are adjusted for the Group’s share of
the post-acquisition change in the associates’ net assets
except that losses in excess of the Group’s interest in the
associate are not recognised unless there is an obligation to
make good those losses.

Profits and losses arising on transactions between the
Group and its associates are recognised only to the
extent of unrelated investors’ interests in the associate.
The investor’'s share in the associate’s profits and losses
resulting from these transactions is eliminated against the
carrying value of the associate.

Where unrealised losses provide evidence of impairment
of the asset transferred they are recognised immediately
in profit or loss. Any premium paid for an associate above
the fair value of the Group’s share of the identifiable assets,
liabilities and contingent liabilities acquired is capitalised
and included in the carrying amount of the associate.
Where there is objective evidence that the investment in
an associate has been impaired, the carrying amount of
the investment is tested for impairment in the same way as
other non-financial assets.

In the Company’s statement of financial position,
investments in associates are carried at cost less
impairment losses, if any. The results of associates are
accounted for by the Company on the basis of dividends
received and receivable during the year.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition

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

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

Service income is recognised when services are provided.

Interest income is accrued on a time basis on the principal
outstanding at the applicable interest rate.

Plant and equipment

Plant and equipment, other than construction in progress,
are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Depreciation is provided to write off the cost of items of

plant and equipment over their estimated useful lives and

after taking into account of their estimated residual values,
using the straight-line method. The principal annual rates
used for the current year are as follows:

Leasehold improvements  5%-20% or over the term of the
relevant leases, whichever is
shorter

Furniture, fixtures and 20%-33%
equipment

Motor vehicles 20%-25%

An item of plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the
carrying amount of the item) is included in the profit or loss
in the period in which the item is recognised.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Plant and equipment (Continued)

Construction in progress represents plant and equipment
under construction or pending installation and is stated
at cost less any impairment losses. No provision for
depreciation is made on construction in progress until
such time as the relevant assets are completed and ready
for intended use. Construction in progress is classified to
the appropriate category of plant and equipment when
completed and ready for use.

Intangible asset
Club memberships

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

Mining right

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

Impairment losses on tangible and intangible assets
other than goodwill

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

Intangible asset (Continueq)

Impairment losses on tangible and intangible assets
other than goodwill (Continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount to the extent that
the increased carrying amount does not exceed the
carrying amount that would have been determined had
no impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately.

Provision for close down and restoration costs

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

3.

TEETHE(E)

BREE (&)

BEREREREE (HERMD) 2REER
(%)

WA ERBER BRED  AZBEEEZ R
HESREENTKESE 2 KETERMA
B EMEMZERENSEBEEZERE
ERBEFERAEAMEBRZBERTH
BT 2 AR B - B [0 2 R (8 S 18 BB RE w8
R

B REEKFEE

A MEEKN AR BT ESIERZEEE
EZ R RESRERRAZFRE
AAREEE MAwmZETREERERE
HHERELERBREE BRKARAE
ERRF B BEFTEAR M A wmERED
B eEEEHRAXRERAREL -
BAREAARREEHREH REFRE
ZEMBFTABERAR - B EARE
BRAHBRES ABEREABEERE
BERFELAE BERAELEZE /NN
RERRARTAHNEERNBRIANER B
AREERABEBEINEREARTESHRE
e 2 EMBEIEE NGRS
ERPH/EERFHARELE URRIFAE
lge

@



@

China Fortune Holdings Limited

Annual Report 2013

Notes to the Consolidated Financial Statements
e G HRERMEE

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost, which comprises all costs of purchase and,
where applicable, cost of conversion and other costs that
have been incurred in bringing the materials and supplies to
their present location and condition, is calculated using the
first-in, first-out method. Net realisable value represents the
estimated selling price in the ordinary course of business
less the estimated costs of completion and the estimated
costs necessary to make the sale.

Leasing

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

The Group as lessee

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

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in the respective functional currency (i.e. the
currency of the primary economic environment in which
the entity operates) at the rates of exchanges prevailing
on the dates of the transactions. At the end of reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical cost
in a foreign currency are not retranslated.
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For the year ended 31st December, 2013 HE—T—=F+_A=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Foreign currencies (Continued)

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

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

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time
to get ready for their intended use or sale, are added to
the cost of those assets until such time as the assets
are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on qualifying
assets is deducted from the borrowing costs eligible for
capitalisation.

All other borrowing costs are recognised profit or loss in the
period in which they are incurred.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government grants

Government grants are recognised when there is
reasonable assurance that they will be received and that the
Group will comply with the conditions attaching to them.
Grants that compensate the Group for expenses incurred
are recognised as revenue in profit or loss on a systematic
basis in the same periods in which the expenses are
incurred. Grants that compensate the Group for the cost
of an asset are deducted from the carrying amount of the
asset and consequently are effectively recognised in profit
or loss over the useful life of the asset by way of reduced
depreciation expense.

Retirement benefit costs

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

Taxation

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

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

Taxation (Continued)

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

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

The carrying amount of deferred tax assets is reviewed at
the end of reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Taxation (Continued)

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

Financial instruments

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

Financial instruments (Continued)
Financial assets

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

Loans and receivables

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

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that
are either designated or not classified as financial assets
at fair value through profit or loss, loans and receivables
or held-to-maturity investments. Subsequent to initial
recognition, these assets are carried at fair value with
changes in fair value recognised in other comprehensive
income, except for impairment losses and foreign exchange
gains and losses on monetary instruments, which are
recognised in profit or loss.

For available-for-sale equity investments that do not have
a quoted market price in an active market and whose fair
value cannot be reliably measured, they are measured at
cost less any identified impairment losses at the end of
other reporting period subsequent to initial recognition (see
accounting policy on impairment loss on financial assets
below).
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Impairment loss on financial assets

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

Evidence of impairment could include:

e significant financial difficulty of the debtor; or

e  default or delinquency in interest or principal payments;
or

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

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

For available-for-sale financial assets

An impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired, and
is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate. The
carrying amount of financial asset is reduced through the
use of an allowance account. When any part of financial
asset is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Impairment loss on financial assets (Continued)
For available-for-sale financial assets (Continued)

Where a decline in the fair value constitutes objective
evidence of impairment, the amount of the loss is removed
from equity and recognised in profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or loss
if an increase in the fair value of the investment can
be objectively related to an event occurring after the
recognition of the impairment loss.

For available-for-sale equity investment, any increase in fair
value subsequent to an impairment loss is recognised in
other comprehensive income.

For available-for-sale equity investment that is carried at
cost, the amount of impairment loss is measured as the
difference between the carrying amount of the asset and
the present value of estimated future cash flows discounted
at the current market rate of return for a similar financial
asset. Such impairment loss is not reversed.

Financial liabilities

The Group classifies all of its financial liabilities as financial
liabilities at amortised costs and are initially measured at fair
value, net of directly attributable costs incurred.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, amounts due to related parties and other
borrowings are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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3.

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)
Effective interest method

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

Derecognition

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

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

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

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

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

3. XTEEFHEE (&)

BH%ITA (&)
BRFI=RE

BISFIRA D M ARSI G RES
4 R 5 B EIR A B A R 8
B 2 07 % o IS R R SR T BB 5
s B AR A B (i)
B 2 R R RS R AR RS F
2R

RIETER

AEERMBEERKREREZ B
MiEimby - A EELD EE MEREN
BEB G ERIFEION 2 &L 1L R ZRMF
B R ILHERIEEE -

FMBEBERBRANRE ZAERR B
5 2 B H Iy AR 1 RERR

UROBEBNFZZXE
LRESEUIRODRERNGRZRS
RTESZERE

AR LB ENREE 2ZMELE
BEREE BBz AT EMEE ZMER
Bz ATE REEAHRE2BEERRAZ -
Wikt as (REARTERE ) (FARMESE 10 -

BIREETER  BERBRERERE
RIBBESERERMEE - HBRER
R E R B D ARETE RBERE
BEFBREAERCBREBERERAE

B



TEREERERQA

TR

Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31st December, 2013 HE—T—=F+_A=+—HI-FE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Share-based payment transactions (Continued)

Equity-settled share-based payment transactions
(Continued)

Share options granted to consultants

Share options issued in exchange for goods or services
are measured at the fair values of the services received,
unless that fair value cannot be reliably measured, in which
case the services received are measured by reference to
the fair value of the share options granted. The fair values
of the services received are recognised as expenses
immediately, with a corresponding increase in equity (share
option reserve) when the Group obtains the goods or when
the counterparties render services, unless the goods or
services qualify for recognition as assets.

Related parties

(@) A person or a close member of that person’s family is
related to the Group if that person:

()  has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of key management personnel of the
Group or the Company’s parent.

(b) An entity is related to the Group if any of the following
conditions apply:

()  The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)  One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Related parties (Continued)

(b) An entity is related to the Group if any of the following
conditions apply: (Continued)

(i) Both entities are joint ventures of the same third

party.

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

(v) The entity is a post-employment benefit plan for
the benefit of the employees of the Group or an
entity 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 key management
personnel of the entity (or of a parent of the

entity).

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity

and include:

(i)  that person’s children and spouse or domestic partner;

(i) children of that person’s spouse or domestic partner;

and

(i) dependents of that person or that person’s spouse or
domestic partner.
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KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty at
the end of reporting period, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets within the next financial year.
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4.

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Mining right

The mining right represents the right of a mining company
in the Group (“Sifa Mining”) to conduct mining activities in
Huangshi City, Hubei Province, the PRC. The mining right
is amortised using the units of production method based
on the proven and probable mineral reserves. Sifa Mining
obtained mining operating permit without any restrictions
for a 5-year term, which was renewable. After the expiration
of the 5-year mining operating permit on 25th September,
2012, the Ministry of Land and Resources of the PRC
(PEARZLMBEEE L ERIP) had renewed a mining
operating permit, under which the Sifa Mining is restricted
to exploration activities only, to Sifa Mining for a term of
2 years from 25th September, 2012 to 25th September,
2014. Exploitation activities are prohibited under the
aforesaid 2-year mining operating permit. In the opinion of
the directors, Sifa Mining is currently constructing a new
mining site exploitation system so that the restriction has
no adverse effect to the mining operation and Sifa Mining
is able to fulfill the exploitation requirements set out by
the Ministry of Land and Resources of the PRC and is
able to obtain/renew the mining operating permit without
any restrictions until all the proven and probable minerals
have been mined. The directors also consider that the
applications for release of the said restriction and further
renewal of the mining operating permit are procedural and
without significant costs.

Production capacity assumption

The mining operating permit mentioned above limits the
production capacity to 100,000 tons per year. In the
opinion of the directors, the application for increasing the
production capacity is procedural and Sifa Mining should
be able to obtain a mining operating permit with higher
production capacity without significant cost. In case the
production capacity limit cannot be increased, the carrying
amount of the mining right may be impaired.

M TRERZEZTERER (&)

HRIEE

REEEASEE —RREQR ([$28E
EDRFEBILEEZEAMETREZH
ZHEN REEDERTARECEER
EMNEESTAERBABIE - MBEXD
B A5 30 8 B A5 (AT BR 1) 2 1 S R SRR AT AT
WA FER I A FERET A ER
T——FNA-THBAIHPEE FEAR
HAMBEFH L+ ERFEEERETIE &
Uh - SR EWR G R AT RS
BRBEEH T —FAA-tHBERESE
—E-NFNAZTHRBIEABRF £
MR AR A B EITREREE) -
EEZRA BEREER LERFELRE
R B A B R 6 R E 5 T RS
PR BRBEFEEMEXNTEELTER
BRI 2 AREATE RERE EET
BN EARGE 2 REFAE BEEMA
RARMTEEERR TR - EF2TRA B
B LR b R — P EERBETAIE
BREFUEE TESEARAE-

EBERR

LA ERAE T A 5B 16 £ = B8R 1 /2100,000
ME-FEERA PRBREMEEBRETHE -
BB EEE SRS ER ZRESTT
BMBEESE RN o HEEEINERE
ERR - BIERERE 2 BREE R B RE -



TEREERERQA

TR

Notes to the Consolidated Financial Statements

REMBHRRME

For the year ended 31st December, 2013 HE—T—=F+_A=+—HI-FE

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Reserves estimates

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

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

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

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

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

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

(iv) The carrying value of deferred tax may change as
a result of changes in the asset carrying values as
discussed above.
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4.

KEY SOURCES OF ESTIMATION UNCERTAINTY
(Continued)

Provision for close down and restoration costs

The provision for close down and restoration costs is
estimated by management based on the current regulatory
requirements issued by the Hubei Provincial Peoples
Government. Provision set up, if any, is reviewed regularly
by management to ensure it properly reflects the obligation
arising from mining and exploration activities.

Estimated impairment of trade and other receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment loss is measured as
the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate (i.e.
the effective interest rate computed at initial recognition).
Where the actual future cash flows are less than expected,
a material impairment loss may arise. As at 31st December,
2013, the carrying amount of trade and other receivables
was approximately HK$20,766,000 net of allowance for
doubtful debts of approximately HK$22,081,000 (2012:
HK$45,038,000 net of allowance for doubtful debts of
approximately HK$20,586,000).

Estimated allowance for inventories

Management reviews the inventories listing at the end of
each reporting period, and makes allowance for obsolete
and slow-moving inventory items identified. Allowance was
made by reference to the latest market value for those
inventories identified. Where the net recognised value is less
than the cost, a material write down may arise. As at 31st
December, 2013, the carrying amount of inventories (net
of allowances) was approximately HK$7,239,000 (2012:
approximately HK$32,875,000).
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CAPITAL RISK MANAGEMENT

The Group’s objective of managing capital is to safeguard
the Group’s ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure to
reduce cost of capital.

The capital structure of the Group consists of debt, which
includes other borrowings as disclosed in Note 28 and
equity attributable to owners of the Company, comprising
issued share capital and various reserves.

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

FINANCIAL INSTRUMENTS

(a) Categories of financial instruments

Financial assets HBEE
Loans and receivables (including
cash and cash equivalents)

Available-for-sale investments

— at cost

Financial liabilities BKaE
Financial liabilities measured at REBHENAFTEZ
amortised cost BisaE

The directors considered that the carrying amounts
of the above financial assets and financial liabilities
carried at amortised cost approximate to their fair
value, except for the available-for-sale investments
carried at cost less impairment because the range of
reasonable fair values estimates is so significant that its
fair value cannot be measured reliably (Note 20).
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6. FINANCIAL INSTRUMENTS (Continued) 6.

(b) Financial risk management objectives and policies

The Group’s major financial instruments include
financial assets included in trade and other receivables,
amounts due from non-controlling shareholders of
subsidiaries, cash and cash equivalents; financial
liabilities included in trade and other payables,
amounts due to related parties and other borrowings.
Details of these financial instruments are disclosed
in the respective notes. The risks associated with
these financial instruments include market risk (foreign
currency risk and interest rate risk), credit risk and
liquidity risk. The policies on how to mitigate these
risks are set out below. Management manages and
monitors these exposures to ensure appropriate

measures are implemented on a timely and effective

manner.

Market risk

(i)  Foreign currency risk
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Several subsidiaries of the Group are exposed to

foreign currency risk primarily arising from foreign

currency bank deposits, other receivables and

trade and other payables.

The carrying amounts of the Group’s significant

monetary assets and liabilities which are

denominated in currencies other than the

functional currency of the relevant group entities

at the end of reporting period are as follows:
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6. FINANCIAL INSTRUMENTS (Continued) 6. BI#&ETH (&)

(b) BHEEREBEEZEEERHE (&)

(b) Financial risk management objectives and policies

(Continued)
Market risk (Continued) miEAK (&)
(i)  Foreign currency risk (Continueq) (i) SEmEEE (E)

The Group is mainly exposed to the fluctuation
of HK$. The following table details the Group’s
sensitivity to a 4% (2012: 4%) appreciation and
depreciation in the functional currency of the
relevant subsidiaries (RMB) against the above
foreign currency. 4% (2012: 4%) represents
management’s assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding
foreign currency denominated monetary items and
adjusts their translation at the end of reporting
period for a 4% (2012: 4%) change in the
exchange rates. A strengthening of the functional
currency of the relevant subsidiaries against the
above foreign currency would give rise to the
following impact to the Group’s pre-tax results for
the year and vice versa.

Improvement in results FEEELHA
for the year
- HK$ —BTT

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

exposure during the year.
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6.

FINANCIAL INSTRUMENTS (Continued)

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

Market risk (Continued)

(ii) Interest rate risk

The Group is not exposed to fair value interest
rate risk in relation to its fixed-rate borrowing
(see Note 28 for details) as they are carried at
amortised costs. The Group currently does not
have an interest rate hedging policy. However,
the management monitors interest rate exposure
and will consider hedging significant interest rate
exposure should the need arise.

The Group is not exposed to cash flow interest
rate risk as the interest rate of borrowing is fixed
(see Note 28 for details).

Sensitivity analysis

At 31st December, 2013, it is estimated that
a general increase/decrease of 50 basis
points in interest rates, with all other variables
held constant, would decrease/increase the
Group’s loss for the year and decrease/
increase accumulated losses by approximately
HK$483,000 (2012: HK$447,000).

The sensitivity analysis above has been
determined based on the exposure to interest
rates for the Group’s variable-rate bank balances
at the end of reporting. The analysis is prepared
assuming these financial instruments outstanding
at the end of reporting period were outstanding
for the whole year. The 50 basis point increase/
decrease represents management’s assessment
of a reasonably possible change in interest rates
over the period until the next annual reporting
date. The analysis is performed on the same basis
for 2012.
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FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies

(Continued)
Credit risk

The Group’s credit risk is primarily attributable to its
trade and other receivables, amounts due from non-
controlling shareholders of subsidiaries and bank
balances. Management has a credit policy in place and
the exposures to these credit risks are monitored on an
ongoing basis.

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
requiring credit over a certain amount. These
evaluations focus on the customer’s past history of
making payments when due and current ability to
pay, and take into account information specific to
the customers as well as pertaining to the economic
environment in which the customers operate. Ongoing
credit evaluation is performed on the financial condition
of trade customers. Normally, the Group does not
obtain collateral from customers.

In addition to credit risk on trade and other receivables,
the Group is also exposed to concentration of
credit risk through advances to non-controlling
shareholders of subsidiaries of HK$4,171,000
(2012: HK$3,647,000). Because of its significance,
management has regular liaison with the counterparty
to understand their financial position and to identify
any early sign of potential problems. Should any
potential default risk arise, the Group’s management
will take prompt actions to safeguard the Group’s
assets.

In addition, the Group had concentration of credit
risk on its liquid funds as 99% (2012: 99%) of bank
balances were placed with five (2012: five) banks.
However, the credit risk on liquid funds is limited
because the counterparties are banks with high
credit ratings assigned by international credit-rating
agencies.
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6.

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies

(Continued)
Liquidity risk

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

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

THE GROUP
Liquidity table
Weighted
average
effective
interest rate
MmEFH
BEA=
%
2013 —E-=F§
Non-derivative financial liabilities ~ ¥{T4£HKEE
Trade and other payables ERESRRREMERER -
Amounts due to related parties ERBEALZHE
— amount due to an associate ~BH—FRBERRZFE -
- amount due to a director ~-EN—REEZHHE -
Other borrowings HinfE g
— fixed rate -TB 8.47

6. BIEIH(#&)

(b) BERBREZEEEREE (&)

REE @

ERRBECRRK NEBEEZEY
MBEEERARRASAEEZER
HES RS RBACHFEY LRE
RenEBNSzyE - BEEEER

EEZHERBERAREEEZH 2R

N =
o

/1L

TREJAEBUTERFTET KR
Bz RBE NP HFS ZRREM
BRBEZAMRACRENAEER]
ERABECRFRHGRR BREME
RAEZHRERE-

rEH

REBELX
On Carrying
demand or Total amount
less than 1-3 3 months undiscounted as at
1 month months to1year  cashflows  31.12.2013
s
—E-=f
tZA
RERD R AHEEE =t-Bz
HR1ER 123f8A BE RELE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERx THET TR THERL
28,743 - - 28,743 28,743
500 - - 500 500
1,142 - - 1,142 1,142
- - 17,214 17,214 15,870
30,385 - 17,214 47,599 46,255
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For the year ended 31st December, 2013 &%=

FINANCIAL INSTRUMENTS (Continued)

(b) Financial risk management objectives and policies

(Continued)
Liquidity risk (Continued)

THE GROUP (Continued)

Liquidity table (Continued)

2012
Non-derivative financial liabilities
Trade and other payables
Amounts due to related parties
- amount due to an associate
- amount due to a director
Other borrowings
- fixed rate

THE COMPANY

Liquidity table

2013

Non-derivative financial liabilities
Other payables

Amounts due to subsidiaries

Weighted
average
effective

interest rate

nEEH
BB =
%
“E--%
FTEHKAE
R SEARE M ENRR -
ENBEEATZHE
~ER-RBERRZHE -
-ER—EEF2HE -
Hinfg g
-EL 8.47
Weighted
average
effective
interest rate
mEFH
BRAIE
%
“E-=%
FTERBEE
H TR -
ERMBAR A -

6. BIRITH (&)

(b)

HMERBREZEEERKE (&)

RBESER (#£)
rEE(F)

mEBEEE (&)

On Carrying
demand or Total amount
less than 1-3 3 months undiscounted as at
1 month months to1year  cashflows 31.12.2012
—E-CF
+-AR
FERH AR XREFBE =T-BZ
LR1EA 1£3(8A Z£1F mEER BEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL FEL T T
39,269 - - 39,269 39,269
500 - - 500 500
469 - - 469 469
- - 16,676 16,676 15,374
40,238 - 16,676 56,914 55,612

b NN
On Carrying
demand or Total amount
less than 1-3 3 months undiscounted as at
1 month months to1year  cashflows  31.12.2013
i
—E-Zf
t=A
RERY A REBEE =t-HZ
HR1ER 12384 £33 RELE REE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TERx TR TR TR
1,166 - - 1,166 1,166
56,456 - - 56,456 56,456
57,622 - - 57,622 57,622
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6. FINANCIAL INSTRUMENTS (Continued)
(b) Financial risk management objectives and policies
(Continueq)
Liquidity risk (Continuea)

THE COMPANY (Continueq)

Liquidity table (Continued)

Weighted
average
effective

interest rate

mEFH
ERME
%

2012 —E-CF
Non-derivative financial liabilites ~ £ HEEE
Other payables HtnERER -

eI B AR A -

Amounts due to subsidiaries

7. SEGMENT INFORMATION AND TURNOVER

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

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

6. MEIH(£&)

(b) BERBREZEEEREE (&)

REBESRRE (&)

EQF (#F)

TEEERK (F)
On Carrying
demand or Total amount
less than 1-3 3 months undiscounted as at
1 month months to1year  cashflows 31.12.2012
i
T fF
+=A
RERY 3ER  AHEREE =T-HZ
Hi1{E A 123fE A 215 MELR FEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FEL FET FET TiET
1,040 - - 1,040 1,040
55,183 - - 55,183 55,183
56,223 - - 56,223 56,223

7. THERRERSE

(a)

HE2HTHBRIZHT Bl B
w BEERBEZHEG

AEBERHELRBREZETEE
BARE([EBEERRE])EMN
ZHEBEREEDE-



TEEREERERQA

—E—ZFR

Notes to the Consolidated Financial Statements

SmEMBHRRME

For the year ended 31st December, 2013 HE—_T—=F+_-_A=+—HI-FE

SEGMENT INFORMATION AND TURNOVER
(Continued)

(a) Reportable segments and reconciliation of

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

During the year ended 31st December, 2013, the
Group has two reportable segments. The segments
are managed separately as each business offers
different products and services and requires different
business strategies. The following summary describes
the operations in each of the Group’s reportable
segments:

° Mobile phone business

° Mining business

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

segments’

7. &

(a

MERREERE (&)

HE2H7ERITZH T Kz 18
# BERBEZHL (&)

BE_T—=F+_HA=+t—HIF
B -AEEEAEMENT2®/D - HR
EEBRERHIRAERARRSE LB
FERIMAROEBRE SIS D
MO REE- LAT*E%;H AR
EEAE2@y M2 EE

. BRHEELES

s REER

DEER P2 EBRIZERBEUTE
MINEATWER Z BIEETE - BN D
AT PEEERGCEABEBELLE
AAFEEBEBRRETHDHRER
FRAZHIHEZ IBEERSHE
BEA WA RERSEEEAT2HS
o

@
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7. SEGMENT INFORMATION AND TURNOVER 7. DHERREXRE (/)
(Continued)
(a) Reportable segments and reconciliation of (a) TE2EFLBRIZEHFSEWKzm 18

# BERBEZHL (&)

reportable segment revenue, profit or loss, assets

and liabilities (Continued)

For the year ended 31st December, 2013

HE_Z-=Ff+-A=+t—-HLHFE

Mobile
phone Mining
business business Total
Be
BEEK BRE st
HK$’000 HK$’000 HK$’000
TERT FHERT FERT
Reportable segment revenue REINAREFH
from external customers ] 2 3oy I 198,344 - 198,344
Reportable segment loss A 2®m o EEE (4,877) (122,728) (127,605)
Gain on disposal of HEME R & E 2 W
plant and equipment (6) (156) (162)
Depreciation and amortisation T8 K& # #4 1,152 602 1,754
Impairment loss recognised in ~ FtEWE FERZK M
respect of trade and other b W BR R TR
receivables A EE 1,268 - 1,268
Impairment loss recognised in  FLERIEAEFER
respect of mining right L EE B - 118,637 118,637
Write down of inventories 7 & MU 1,296 - 1,296
Recovery of write down of 5 &MU =
inventories (2,269) - (2,269)
Reportable segment assets AR HEE 121,478 304,330 425,808
Additions to non-current assets JFEREBEERE 159 - 159
Reportable segment liabilities AE®ROHEE (10,653) (103,305) (113,958)
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7. SEGMENT INFORMATION AND TURNOVER 7. SBEPREEE (&)
(Continued)
(a) Reportable segments and reconciliation of (a) TEHRSHBRUAIZH DSz 18

reportable segment revenue, profit or loss, assets

# BERBEZHL (&)

and liabilities (Continued)

2013
HK$’000
FHET
Revenue Y 25
Reportable segment revenue and A28y s Rize W
consolidated revenue 198,344
Loss before income tax BRETEHATERE
Reportable segment loss EHyEEE (127,605)
Interest income 2 WA 1,474
Miscellaneous income MU A 883
Corporate expenses hEXH (10,666)
Share of result of an associate DIE—REE DR 2 EE (604)
Finance costs B A A (1,323)
Consolidated loss before income tax BrETISHiRI 4R & 518 (137,841)
Assets BE
Reportable segment assets A2WmoHEE 425,808
Unallocated corporate assets ROMPEEE
- Investment in an associate ——XREE QT 1,023
— Available-for-sale investments — A E RS 10,303
- Others —E A 4,574
Consolidated total assets EEEREAE 441,708
Liabilities =R
Reportable segment liabilities AZ@maHBE 113,958
Unallocated corporate liabilities ROMEEEEE 9,059
Consolidated total liabilities e BEARE 123,017




02

China Fortune Holdings Limited

Annual Report 2013

Notes to the Consolidated Financial Statements
e G HR R M

For the year ended 31st December, 2013 E#Z—F

7.

reportable segment revenue, profit or loss, assets

and liabilities (Continued)

For the year ended 31st December, 2012

Reportable segment revenue from
external customers

Reportable segment loss

Loss on disposal/write-off of plant
and equipment

Depreciation and amortisation

Impairment loss recognised in
respect of trade receivables

Impairment loss recognised in
respect of mining right

Write down of inventories

Recovery of write down of
inventories

Reportable segment assets
Additions to non-current assets
Reportable segment liabilities

SEGMENT INFORMATION AND TURNOVER
(Continued)

(a) Reportable segments and reconciliation of

—=F+ZA=t+—HIEFE

%E%ﬁ@ﬁm

20wl

A2®H A EE

&R &
RiBZEE

IrE M

BN B B AR KR

BB EE

FLER TR AR HE AR

B & 1B
17 & MU
T & HURL 8k [

T
j’E/}\b
T

7.

THERKREXRE (&)

(a) TEHZHBER
#n BEREBEZHE (&)

o287 e W - R

HE_Z——F+-_A=1T—HILFE

Mobile
phone Mining

business business Total
% &)

B EB X EEY @ET

HK$’000 HK$’000 HK$’000

FAT FAT FAT

623,049 - 623,049

(12,416) (65,525) (77,941)

8 80 88

1,076 685 1,761

3,321 - 3,321

- 60,847 60,847

2,346 - 2,346

(2,388) = (2,388)

166,318 411,712 578,030

940 6,059 6,999

(36,100) (127,172) (163,272)
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7. SEGMENT INFORMATION AND TURNOVER 7. SBEPREEE (&)
(Continued)
(a) Reportable segments and reconciliation of (a) TEHRSHBRUAIZH DSz 18

reportable segment revenue, profit or loss, assets

# BERBEZHL (&)

and liabilities (Continued)

2012
HK$’000
FAET
Revenue Y 5
Reportable segment revenue and A2Wmn s RiRse W
consolidated revenue 623,049
Loss before income tax BRETEBBATERER
Reportable segment loss A2 EsE (77,941)
Interest income M B A 2,898
Impairment loss recognised in respect of M—FRBERAHEERY
interest in an associate A EE (857)
Miscellaneous loss MIEEE (17)
Corporate expenses TEIT (7,791)
Share of result of an associate DIE—REE QB2 EE (106)
Finance costs & KA (1,340)
Consolidated loss before income tax BRATSBRIARE BB (85,154)
Assets BE
Reportable segment assets AIZ/OHEE 578,030
Unallocated corporate assets ROMPEEE
— Investment in an associate ——RBERRZIEE 1,627
- Available-for-sale investments —AHEERE 69
— Others —HAth 5,545
Consolidated total assets AR EERE 585,271
Liabilities 8&
Reportable segment liabilities AZmoHBE 163,272
Unallocated corporate liabilities ROoBEEEERE 8,430
Consolidated total liabilities e BERRE 171,702
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7.

—=F+ZA=t+—HIEFE

SEGMENT INFORMATION AND TURNOVER
(Continued)

(b) Geographical information

(c)

(d)

During 2013 and 2012, the Group’s operations and
non-current assets are situated in the PRC in which all
of its revenue was derived.

Information about major customer

During 2013 and 2012, there was no customer with
whom transactions have exceeded 10% of the Group’s
revenue.

Turnover

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

OTHER GAINS AND LOSSES

Impairment loss recognised in respect of L EWE 5 R &
trade and other receivables HAth IR R
WAEEE

Impairment loss recognised in respect of

interest in an associate BB RSB
Exchange gain/(loss) BE 3 s, (E518)
Gain/(loss) on disposal/write-off of plant ~ H & /#i $4  &= &

and equipment, net

Impairment loss recognised in respect of

ZFE
HREEERER

club memberships

EE R0

Rz (BE)

AN

MERREEE (&)

(b) HEHEFH

M—FRBEEARESERZ

ERIEY i

RZF-ZFR_F—_F AKH
2%%&3%@%?‘%&%# il
FHIMEE REFE -

(c) BEFTEEFZEH
RZE—=FR-ZFT——F UEE
FrZRPEREERZEBBI0% °

(d) EXHE
EEBZERIERREZ ATFEE
2 EAREFBEPHREELER
RERERBER 2 KB LENR
W REERBRIE -

HthW=RKER

2013 2012
HK$’000 HK$’'000
FEx FET
(1,268) (3,321)
- (857)

11 (743)

147 (88)

= (50)
(1,110) (5,059)
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FINANCE COSTS 9. EIE KA
2013 2012
HK$’000 HK$’000
FET FAT
Interests on: BB :
Other borrowings wholly repayable AR AT AR
within five years BEZHMES 1,323 1,292
Bills discounting ZRANE - 48
1,323 1,340
INCOME TAX CREDIT 10. FTBRIER
2013 2012
HK$’000 HK$’000
FHE T FET
The amount of income tax credit HREEERARZ
in the consolidated statement of FriSfiiee5miE:

comprehensive income represents:

Current tax — PRC Enterprise Income Tax

BN — P B P15 H

(“EIT"): ([EmRBR]) :
— under provision in respect of prior - BAFERETR
year - 23
Deferred tax (Note 31) ERERL I (FFFE31) (29,659) (15,238)
Income tax credit stk e (29,659) (15,215)

Fortune (Shanghai) International Trading Co., Ltd (“Fortune
Shanghai”), P82 =ZHEE S5 ER A5 (“Shanghai
Yuanjia”), %R/BM B R EBRAFZEBR A A (“Zhuhai
Reminda”) and & A B EWEEF R A 7] (“Sifa Mining”) were
established in the PRC and subject to the EIT rate of 25%
(2012: 25%).

No provision has been made for income tax as the Group
did not have any estimated assessable profits during the
year.

RE(LB)BERBEZERAR ([REL
Bl LBERBEEREZERAR ([LE
Eml) WETERERARBAERAR
(IRBERELEANEBREARA
Al ([8R% ) NP BRI - WAZ25%
(ZF——F:25%) ZEMEHHERR

RN AR BN AEE W EEAEZER
B A AL EFPTE TR B -
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10.

INCOME TAX CREDIT (Continuead)

10.

The income tax credit for the year can be reconciled to the
loss before income tax per the consolidated statement of

comprehensive income as follows:

Loss before income tax

Tax credit at the domestic
income tax rate of 25%
(2012: 25%) (Note)

Tax effect of share of result of an
associate

Tax effect of expenses not deductible
for tax purpose

Tax effect of income not taxable
for tax purpose

Tax effect of tax losses not recognised
and utilisation of deductible temporary
differences

Under provision in respect of prior year

Effect of different tax rates of group

BRPTIS BT 1R

R PT 1S T E25%
TE-TF:25%)
EsHERS (HE)

FriEHiER (&)

DME—RBERRZREZ

MBEE
TAMBRAS 2 RIBEEE

BEARBBAZREZE

RIERTH AR BRI A
AT ERERL
MBEEE

BEFRERABTRE

Htr i EEE R E

entities operating in other jurisdictions

Tax credit for the year FEMBKE
At the end of reporting period, the Group had estimated
unused tax losses of approximately HK$139,817,000 (2012:
HK$176,357,000) available for offset against future profits.
No deferred tax asset has been recognised in respect of
the estimated unused tax losses due to the unpredictability
of future profit streams. Included in unrecognised tax
losses are losses of approximately HK$29,013,000 (2012:
HK$74,160,000) that may be carried forward for a period
of five years from their respective year of origination. Other
losses may be carried forward indefinitely.

At the end of reporting period, the Group also had
deductible temporary differences of approximately
HK$7,045,000 (2012: HK$16,049,000). No deferred tax
asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit
will be available against which the deductible temporary
differences can be utilised.

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

ERTABELVE

REFZFEBRELEES2ERARYZ
BRETSFIAIE BRI T

2013 2012

HK$’000 HK$’'000

FERT FETT

(137,841) (85,154)

(34,460) (21,289)

100 27

714 1,984

(663) (374)

3,814 3,644

- 23

836 770

(29,659) (15,215)

RERBPEER AEB G A BIE
BHMARK BN MRS AHIEEIE
%) /5139,817,0008 . (=& — = F:
176,357,000/ 7T ) © F3 7R #8 % 78R R 2K %
TR - W G T ET 2 M AR B 2 F
HEBERARERBEE fFARERM
TEHE 18 2 B 18 49 529,013,000 T (=&
— % :74,160,0008 ) ' Al A ELERF
EREERF HEMEEERASL

REFRALER AEEFEANHIREY
B Z 58 497,045,000 0 (Z T — — 4
16,049,000/ 7T ) e R A N KR Al gL &= £ 7]

30 B 2= ER PR DA B B AR v A - BRI
/\\\EJE;Z%—_[%DTREE#%ﬁEﬁgwu luk%ﬂlﬁﬁ
EO

Miak: AMPAISMIHERIEAREE RIS EBE

RZEERMEHRBE-
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TO OWNERS OF THE COMPANY

(a) Loss for the year has been arrived at after

(b)

charging:

Auditor’s remuneration

Cost of inventories recognised
as expense

Write down of inventories

Recovery of write down of
inventories

Amortisation of mining right

Depreciation of plant and
equipment
Less: capitalised in construction
in progress

Staff costs
— directors’ emoluments
(Note 12)
— other staff costs
— share-based payment expenses

— retirement benefit scheme
contribution (excluding
directors)

and after crediting:

Service income from provision of
logistics and promotion services

Interest income

Government grants

Z BB &

ERERBSRAX ZFERAN

T & MU
T & MR [

PR HE 3R
BEREBZITE
BN ERTRE

8 TR

—EFEME (HFE12)

—HM 8 TRA

— AR A ER
Xz B8R

—RIKEFIFT B 5K
(TBEESE)

REFA:

RHYRNEEERS 2
AR5 A

B HA

BT 4 Bh

Loss attributable to owners of the Company

Loss attributable to owners of the Company for the
year ended 31st December, 2013 includes a loss of
HK$1,529,000 (2012: a loss of HK$1,367,000) which
has been dealt with in the financial statements of the

Company (Note 37).

(a) FEEEEHE:

N FEBERFARAEEARLEA

2013 2012
HK$’000 HK$’000
FHET FET
944 942
182,770 609,374
1,296 2,346
(2,269) (2,388)
- 107

1,781 1,787

= (99)

1,781 1,688
6,197 4,375
10,820 10,696
370 -
1,768 1,784
19,155 16,855
1,599 1,522
1,474 2,898
863 1,048

(b) EREFEEANENER

HE_Z—=%+_A=+—HBIt=E
EZARRNREE AEEEIEBEIEAE
1,529,000 L 2 BB (=T ——4F:
[E5181,367,0007%8 7T ) @ BB E R A
AR SRR EEIE (KisE37) o

07
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12. DIRECTORS’ EMOLUMENTS

The emoluments paid or payable to each of the six (2012:
eight) directors during the year were as follows:

12.EEM &

FRAENHIEN T AL (ZF—=_F N
fEFEEZHMENT

Chang
Lau Fung Law Wing Wong
Siu Ying Luo Oi lp, Chun Seng, LitChor,  ChenYi
(“Mr. Lau”) XiZhi  Alfonso Kwan Victor Alexis Gang  Wang Yu Total
g0E
(T8l%%l) BBz BB% BRM BB EXY B IR @
HK$'000  HK$'000 HK$'000 HK$'000  HKS'000 HK$O00 HK$'000  HKS'000  HK$'000
Tén TEr TEx TEr TEx TExr  TEx  TErn  TEn
(Note ) (Note i) (Note i)
(W) (Wshi) (Hi3ti)
2013 -g-z#&
Fees e - - - 50 100 100 - - 250
Salaries and allowances HeREH 3,858 180 - - - - - 577 4,615
Performance related incentive =B IRBARETL
bonuses (Note III) ( M‘TEW ) - - - - - - - 88 88
Share-based payment MR BERYHZ
expenses (Note iv) B8 (M) 667 83 - 83 125 125 - 8 1,166
Retirement benefit scheme RIKEFIE 2t
contribution 3 36 - - - - - 39 78
Total emoluments Wes® 4,528 299 - 133 225 225 - 787 6,197
2012 —E-——F
Fees ik = S 43 29 100 100 34 - 306
Salaries and allowances o TEe 2453 176 - - - - - 822 3,451
Performance related incentive REIEEERED
bonuses (Note i) GED 545 _ - - _ - - - 545
Retirement benefit scheme RINEFIE EH 3
contribution 2 33 - - - - - 38 73
Total emoluments HWeLw 3,000 209 43 29 100 100 34 860 4,375
Notes: B 5
() Fung Oi Yip, Alfonso and Chen Yi Gang were resigned on 5th iy BBREEERERTHMA-_Z——FARBE
June, 2012. fEo
(i) Law Chun Kwan was appointed on 5th June, 2012. iy BIRWR_-_T——FSARBEZRF-
(i) The performance related incentive bonuses for 2013 and iy —ZE—=FR-ZF-_FFEZXRBENRHE
2012 was determined with reference to performance of the RETCALCL2ERNEBERET -
Group.
(iv) These represent the estimated value of share options granted (ivy BESBEREAARBRETZRTE

to the directors under the Company’s share option scheme.
The value of these share options is measured according to
the Group’s accounting policies for the share-based payment
transactions as set out in Note 3. The details of these benefits
in kind, including the principal terms and number of options
granted, are disclosed under Note 30.

B2 AR 2 fh 2 (B RS TR
AT 1R 8 YRR HLA SR LA BEBA IR ) 2
BRNRZR S 2 REBEE - AWE
SN 2 FE0 (@ FEA AR 2
B GEHRBE) M B0 B -
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13. EMPLOYEES’ EMOLUMENTS 13.

Out of the five individuals with the highest emoluments in
the Group, two (2012: two) were directors of the Company
whose emoluments are included in the disclosures in Note
12 above. The emoluments of the remaining three (2012:
three) individuals were as follows:

Salaries and allowances e MoERh
Share-based payment expenses I BERST N2 &R

Retirement benefit scheme contribution iR K4& Fl 5t 2 2k

Their emoluments were within the following band:

Up to HK$1,000,000 1,000,000/ 7T LA A

None of the five highest paid individuals waived any
emoluments in current and prior years.

During the years ended 31st December, 2013 and 2012,
no emoluments were paid by the Group to the five highest
paid individuals, including directors, as an inducement to
join or upon joining the Group or as compensation for loss
of office.

BEEWE

AEBAU AR EFMA (=

T—ZF W) AARTES EM&H

REXHFI2MBECERAN BT =M
ZE—ZF ) AT ZHMEen T

2013 2012
HK$’000 HK$’'000
TER TET
1,563 1,473
278 -
75 63
1,916 1,536

ZEREZHMENFTI&EE:

2013 2012
Number of Number of
employees employees

EE®AR EE#E
8 3

RAFEREFA AUKRSHATHRE
MEREAEAT N -

HE-_Z—=Fk_ZFT—-—Z_+=H
=StT—HLEEE AEEHSERLUES
FAT (BEES)INEAME  ERB
BHEZEMASIEMARNERR 2B <k E
REERAE -
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For the year ended 31st December, 2013 E#Z—F

14.

15.

—=F+ZA=t—HIEFE
DIVIDEND

No dividend was paid or proposed during current and prior
years, nor has any dividend been proposed since the end of
reporting period (2012: Nil).

LOSS PER SHARE

The calculation of loss per share for the year is based on
the loss for the year attributable to owners of the Company
of HK$59,831,000 (2012: loss of HK$43,872,000) and the
weighted average number of 821,745,634 shares in issue
during the year (2012: 821,663,442 shares in issue).

No diluted loss per share is presented as the effect of all
potential ordinary shares is anti-dilutive for the years ended
31st December, 2013 and 2012.

15.

NAFEERBEFEER  BERMS SR
e B 2HEE B AR ERIR T
BE(ZT——F #E)-

BREE

FRERBEIIBEBEFARRREEAZ
JE {5 &5 $859,831,0008 7T ( =T — — 4 :
[E51843,872,000% ;L) R FRNE BT’ D
821,745,634k 2 MEFHH (=T —=
F:821,663,4420 B BT M) FTE -

HREBE_T— =R _F——-F+=A8
—t+—HLEFEZAAEBEEERARYAR
HEE S MW ERY FIREEER-
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16. PLANT AND EQUIPMENT

COST

At 1st January, 2012
Exchange adjustments
Additions
Disposals/write-off

At 31st December, 2012
Exchange adjustments
Additions
Disposals/write-off

At 31st December, 2013

ACCUMULATED DEPRECIATION
At 1st January, 2012

Exchange adjustments

Provided for the year

Eliminated on disposal/write-off

At 31st December, 2012
Exchange adjustments
Provided for the year
Eliminated on disposal/write-off

At 31st December, 2013

CARRYING VALUE
At 31st December, 2013

At 31st December, 2012

For the year ended 31st December, 2013 EHZE —ZF—

2%
RZE—=—F—F—H
ERAE

A

HE /i

RZE—ZF+-A=+—H
[EH AR

Yl

HE /M

RZE-=F+=-A=1+—A

RHE
RZE——%5—-A—H
EH AR

FERE

HE /MR ER

RZZE-—#+-A=1+—H
(& 5 3%

FERE

HE /MR ER
RZZE-=F+ZA=+—H

REE
RZZE—-=#+-A=1+—H

RZZE——f+ZA=+—H

16. BRER&RE

=F+ZRA=+—RHIFE

The Group
r5E
Furniture,
Leasehold fixtures and Motor  Construction
improvements equipment vehicles in progress Total
B
HEXE  HERRE "E EREIRE o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FER FAR FET
7,997 4,493 4,923 1,633 19,046
61 27 26 13 127
1,346 601 - 5,095 7,042
- (533) - - (533)
9,404 4,588 4,949 6,741 25,682
286 113 105 217 721
10 185 - - 195
- (615) - - (615)
9,700 4,271 5,054 6,958 25,983
3,758 2,923 2,504 - 9,185
31 16 12 - 59
593 529 665 - 1,787
- (443) - - (443)
4,382 3,025 3,181 - 10,588
135 62 59 - 256
685 415 681 - 1,781
- (561) - - (561)
5,202 2,941 3,921 - 12,064
4,498 1,330 1,133 6,958 13,919
5,022 1,563 1,768 6,741 15,094
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

17. MINING RIGHT 17. BRIERE

COST
At 1st January, 2012
Exchange adjustments

At 31st December, 2012
Exchange adjustments

At 31st December, 2013

ACCUMULATED AMORTISATION AND
IMPAIRMENT

At 1st January, 2012

Exchange adjustments

Amortisation provided for the year

Impairment for the year

At 31st December, 2012
Exchange adjustments
Impairment for the year

At 31st December, 2013

CARRYING VALUE
At 31st December, 2013

At 31st December, 2012

RZE——-F+=-_A=+—H
b 5 5

R—E—=F+-_A=+—H
Rt BERREE
R—FE——-—F—H—H

P& 5 3

FRETIREH

FNRAE
R—E——F+=-_A=+—H
(RIS

FNRAE
RZBE—=F+_-_A=+—H

BRHEE
R—E—=F+=-_A=+—H

RZE——F+=-_A=+—H

The Group
rEHE
HK$’000
FET

452,640
3,680

456,320
14,720

471,040

580
501
107
60,847

62,035
3,883
118,637

184,555

286,485

394,285
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For the year ended 31st December, 2013 HE—_T—=F+_-_A=+—HI-FE

17. MINING RIGHT (Continued)

The mining right represents the right of Sifa Mining to
conduct mining activities in Huangshi City, Hubei Province,
the PRC. The mining right is amortised using the units of
production method based on the proven and probable
mineral reserves. Sifa Mining obtained mining operating
permit without any restrictions for the 5-year term, which
was renewable. After the expiration of the 5-year mining
operating permit on 25th September, 2012, the Ministry
of Land and Resources of the PRC (% A R £ F1E
+ &R E0) had renewed a mining operating permit, under
which the Sifa Mining is restricted to exploration activities
only, for a term of 2 years from 25th September, 2012 to
25th September, 2014. Exploitation activities are prohibited
under the aforesaid 2-year mining operating permit. In the
opinion of the directors, Sifa Mining is currently constructing
a new mining site exploitation system so that the restriction
has no adverse effect to the mining operation and Sifa
Mining is able to fulfill the exploitation requirements set out
by the Ministry of Land and Resources of the PRC and is
able to obtain/renew the mining operating permit without
any restrictions until all the proven and probable minerals
have been mined. The directors also consider that the
applications for release of the said restriction and further
renewal of the mining operating permit are procedural and
without significant costs.

The exploitation on the first phase was completed in 2010.
Sifa Mining commenced developing a new mining site
exploitation system in the next phase since then. However,
the development had been inevitably and adversely affected
by the downturn of the global mineral resources demand
since second half of 2012. Although it is expected that
the downturn is temporary and only being a normal cycle
adjustment in the industry, the management proceeded in a
prudent way to restructure the overall construction schedule
of this new mining system, by readjusting construction
speed and time schedule for matching the industry cycle
accordingly. Besides, the management is exploring all
commercially viable opportunities to maximise the return
from this investment.

17. JREHE (&)

RiEEEEERERENTBEAtEEamE
TTHREEES RN - RBEEDER D RA
Rt ERERENEENAERENLE
B4 o $7 3 1% X B HUS I M S AT R S 2
BRI WA FAEM - Lk HF A
RBEHFAER _—_FT——FALA-THBE
g PEARAXNBELERTCES
RURFT A& - B UL SRR E R G AT
ETHWRES A -_T——FNAA-t+H
FRERE-_T-—WFNLAZ +£E¢E%W
Fo Ll WS HIRTERT A BRI E TR
EE BERA SRBRBEEIRICERINEL
FSRERG At BRI ERBEXHLE
THEE BREBRXENEXTEEL
ERBAAT2HAFRE REATIGE &
4B I 4 PN 75 (AR IR ) 2 BR B T 7l 78
ERANEEBRERRKTE - EZNR
5 BB DR B M — T BERE
AAEBREFEE TESERRA-

F-HBENRARIELCER T —ZFRE
Woﬁ%%%%ﬁéﬁﬁ@?-%&'%ﬁ
FBHFARZS - AW AR 2KEEER
ERAZE—ZFTHFRER B
BREAREIINTIZE - BEEHATR
REERUEE EA¥RNZEFEBRARE .
ERECHNEEREHRE EMHAELE
BREREX SANRKBERR 2 BERET
Bk NEEE/TEER - ItIN EBETE
FAMBERNEEEAITN#E UEE
REEER®-
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17. MINING RIGHT (Continued)

The directors have carefully reviewed the recoverable
amount of the cash-generating unit of the mining business
to which the mining right is allocated by reference to
the professional valuation as at 31st December, 2013,
performed by Cushman & Wakefield Valuation Advisory
Services (HK) Ltd.. The recoverable amount of the cash-
generating unit was determined based on a value in use
calculation. The key assumptions adopted in the value in
use calculation relate to the renewal of mining operating
permit, estimated reserves, estimated productivity and the
estimated prices of mineral resources. That calculation uses
cash flow projections based on financial budgets approved
by management with certain key parameters as below:

Discount rate (pre-tax) BhIR R (BiAT)

Growth rate R K
Gross profit ratio E =

Based on the above review, with the consideration of the
decreases, ranging from 2% to 30%, in the estimated
market price of the mineral resources to be extracted
by Sifa Mining and the further readjusting construction
speed of the new mining site exploitation system and time
schedule for matching the industry cycle, the directors of
the Company have assessed the recoverable amount of the
cash-generating unit which is lower than its carrying value
as at 31st December, 2013. Accordingly, the shortfall of
HK$118,637,000 was recognised as impairment loss on the
mining right to write down the cash-generating unit to its
recoverable amount.

At 31st December, 2013, 100,000 tons (2012: 100,000
tons) minerals included in the underlying reserves were
pledged to the other borrowings (Note 28).

Notes to the Consolidated Financial Statements
e G HR R M

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

17. KB (2)

EZCRBERETEREXEERARLA
R-BE—=F+_R=+—RETHEXE
HEHEDEREENREXHEREESE
BUMAROSBEEFAEH -REEL
B A Bl S BEREE B EERE 5
HERBEEREACIEBRRIENESR
Rl & BYERMGTFE Bt EE
EREHEE -BRAFESTAREEEE
WENMBEEERR S RBBEET

ETIEFESENT:
2013 2012
HK$’000 HK$’000
TEx FTET
20.5% 21.6%
3.0% 3.0%
47.6% 53.3%

ER MR ERIIMBBBRESFARN
BEEROMGETTETH2%E30% - A K
B RRESRN N T RE MERERE—
FRETERAMENRAL XA EFHT
REeEEBEU 2T KRE2BERAER
—E—=ZF+_A=+—HZKEE-"
It - Z%6118,637,000/8 7T © R A SR IB A
WEEE UMRBREEESEMZEATK
6] & 78 °

R-ZEBE—=%F+=-A=+—8 -H@EKE
# 5100,000M ( —Z— —4 : 100,000M )
BECIEAHMEET KM (HE28) °
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Notes to the Consolidated Financial Statements

INVESTMENT IN AN ASSOCIATE

Cost of investment in an unlisted
associate
Share of post-acquisition reserves

Less: Allowance for impairment

Particulars of the associate as at 31st December, 2013 and

2012 are set out in Note 39.

The summarised financial information in respect of the

associate held by the Group at the end
is set out below:

Total assets
Total liabilities

Net assets

Group’s share of net assets of associate

Revenue

Loss for the year

Group’s share of result of an associate
for the year

of reporting period

SmEMBHRRME

For the year ended 31st December, 2018 HE—ZT—=F+=-_F=+—HAILFE

18. — REEQAT 2 RE
The Group
TEE
2013 2012
HK$’000 HK$’000
FHET FAET
RIEEMBERGFZ
& & B A 2,131 2,131
JEAG UK B 14 1 (251) 353
1,880 2,484
AR E B (857) (857)
1,023 1,627
RZB-—=FR-F—ZF+ZA=+—
BB &N a B s8R M 39 -

RERPEER AEEMFBERRZ
MBERRERIIWT

2013 2012
HK$°000 HK$'000
FET FAT
BERE 2,665 3,899
BE®ER (618) (645)
BEFE 2,047 3,254
KEBDEB L QT
BEEFE 1,023 1,627
g 8,293 14,026
FEEE (1,208) (212)
AEBHE—KEE
NEFEEE (604) (108)
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

19. INTERESTS IN SUBSIDIARIES 19. fi B A TR

2013 2012

HK$’000 HK$’000

TERT FiET

Unlisted shares, at cost I ETRR - HRBAR 54,864 53,150
Amounts due from subsidiaries & Y BT B A B) 2 7R IE 620,870 620,870
Amounts due to subsidiaries RN (56,456) (55,183)
619,278 618,837
Less: Allowance of impairment R E R (620,870) (620,870)
(1,592) (2,033)

The amounts due from/(to) subsidiaries are unsecured, e (FER) Mt B A B) 2 3118 /& MK 3 -
interest-free and repayable on demand. Accumulated TErBRAREREZE - AR EBE I
allowance of impairment for amounts due from subsidiaries RREMFAIRESEZREE HEBEZ
of HK$620,870,000 (2012: HK$620,870,000) had been T—=FF+_A=+—HEHEREKK B
recognised up to 31st December, 2013 because the related NAEIZ FIE 2 RERER 620,870,000
recoverable amounts were estimated to be less than their 7T (—EFE— =% :620,870,0008 T ) °

respective carrying amounts.

Details of principal subsidiaries are set out in Note 38. FEWB R A FFIFEHNHFE3S o
20. AVAILABLE-FOR-SALE INVESTMENTS 20. JItHERE
Available-for-sale investments comprise: AHHERERE:
The Group
KEH
2013 2012
HK$’000 HK$’000
THExT FET
Equity securities: RN
Unlisted in Hong Kong (note a) EBBE £ (KisEa) 69 69
Unlisted outside Hong Kong (note b) BB AN LT (HI3ED) 10,234 =

10,303 69
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For the year ended 31st December, 2013 HE—_T—=F+_A=+—HI-FE

20. AVAILABLE-FOR-SALE INVESTMENTS (Continuead)

note a:

note b:

note c:

This represents a 1.21% (2012: 1.21%) interest in unlisted
equity securities issued by a private entity incorporated in
Hong Kong, which is engaged in provision of computer
technology services in Hong Kong.

On 29th December, 2012, Express Fortune Limited
(“Express Fortune”), a wholly-owned subsidiary of
the Company and Jolla Limited, a limited company
incorporated in Finland, entered into a convertible bond
agreement, pursuant to which Express Fortune subscribed
2,986 convertible bonds at price of Euro 67 per bond,
amounting to a total consideration of Euro 200,062 or
HK$2,050,000. On 18th February, 2013, after issue of
requisite notice of conversion of all the convertible bonds
into 2,986 ordinary shares and exercising the option to
further subscribe 11,944 ordinary shares of Jolla Limited,
Express Fortune subscribed, in the name of Eagles
Fund Technology Investment Limited, a wholly-owned
subsidiary of the Company, an aggregate of 14,930 new
ordinary shares of Jolla Limited at a total consideration
of Euro 1,000,310 (equivalent to HK$10,234,000). All
these acquired ordinary shares represent approximately
5.78% of Jolla Limited’s total issued ordinary shares as
at 31st December, 2013. The principal activities of Jolla
Limited are mobile phone software development, sales
and distribution, equipment design and manufacturing,
marketing and sales, investment holding and consulting.

The investments in unlisted equity securities are measured
at cost less impairment at the end of reporting period
because the range of reasonable fair values estimates is
so significant that the directors of the Company are of
the opinion that fair value of the investments cannot be
measured reliably. The Group does not intend to dispose
of the investments in the near future.

20. T HHHERE (&)

ffsEa :

BisEb

fisEc :

W —RREBEMKLZ AL
FREITIF EMIRARE S 21.21% (=F
TIE% )R- RERERE
PR B R AR

RZTE—ZF+_A=Z+hIA K&
BRAA([RE] ARAZE2EN
BAT)HJolla Limited (—RKRZH
HAMRSI 2 AR Q)R A B E
HimeE Bt REESHEHCTH
T2 EMRE2,0861) A AR & 5
4 {8 5200,0628 7T 512,050,000/
L RZE—=FZA+NA A5
it 2 I Al R (& % /R2,986k% Jolla
Limited & AR AT BAREE — PR
811,944 Jolla Limited & 37 B% 2 H 24
DEME RE(AARB2EHWEB
RAEZEEESHBREBERARZE
%) R4 H£14,0308 Jolla Limited#r
T3 A% 2R (B B1,000,3108K 7T (48
£7410,234,000870) c T BB W E
ERLARE R Jolla Limited R —ZE — =4
+ZAZ+—BZ2HEBRITEBER
#95.78% ° Jolla LimitedZ T B ¥ A
FE - HERDEBEEEEMN - &E
RBESE TEHEREE REE
&% K EE R o

FLETRABARRERKANR RS
HARBENE REAEAEATE
HABEBA ARREFRR/EET
S ERFREZATE -AEEE
EREHMALEZERE -
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21. CLUB MEMBERSHIPS 1. EFfEE
The Group
AEE
HK$’000
FHET
COST RA
At 1st January, 2012 R-_ZE——F—F—H 1,389
Exchange adjustments ME 3, e B 2
At 31st December, 2012 RZE——F+ZA=+—H 1,391
Exchange adjustments b 6
At 31st December, 2013 RZE—=F+-"HA=+—H 1,397
IMPAIRMENT A
At 1st January, 2012 R-_ZE——%—HF—H 126
Impairment loss recognised for the year FEBRZAEEE 50
Exchange adjustments ME 3, 8 2 -
At 31st December, 2012 and 2013 RZE——ZFR-FT—=F
+=—A=+—~H 176
CARRYING AMOUNT FREE
At 31st December, 2013 RZE—=F+ZA=+—H 1,221
At 31st December, 2012 RZE——F+=-A=+—H 1,215
Club memberships are stated at cost less any identified e EIRK AR TER 2 EBIREEIEY
impairment loss. For the purpose of impairment testing BRoipll@me s N RER  qJko4e%E
on club memberships, the recoverable amount has been BAFTEBBEEKRAET MBI —_Fhi%
determined based on fair value less costs to sell which BRHEERK-

represents the second-hand market price less cost of
disposal.
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

CONVERTIBLE NOTES RECEIVABLE

Convertible notes receivable JEUR AT R IR R ik

The convertible notes receivable was fully exercised and
converted into equity securities of a private entity during the
year (Note 20).

INVENTORIES

Inventories comprise finished goods in:

BHERED
I

Mobile phones business
Mining business

Included in the cost of inventories recognised as expense
for the year ended 31st December, 2013 were write down
of inventories with an aggregate balance of HK$1,296,000
(2012: HK$2,346,000), and recovery of write down of
inventories of HK$2,269,000 (2012: HK$2,388,000) which
was caused by the increase in the net realisable value.

22.

23.

FERITRREE
The Group
rEE
2013 2012
HK$’000 HK$'000
FHET FHET
- 2,050

RN BERBECRFRAZEITR L8
BAE—ELAERZBRAES (3E20)

r7E
FEBBEEKMS
The Group
Em

2013 2012
HK$’000 HK$’ 000
FTET FET
5,926 31,603
1,313 1,272
7,239 32,875

BHE-_ET—=F+-A=+—RH1LEFEEZ
ERRAAICTFEXRNABRERESR R
1,296,000 7T ( ZF — =4 : 2,346,000/%
TL) 2 TFE E OB LA K R R ] 3R R (E 1
R 2 77 S #0R2,269,00008 T (=&
— 4 :2,388,0008 L) °
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

24. TRADE AND OTHER RECEIVABLES

Trade receivables JEUE 5 BRI
Less: accumulated allowance B BETEHE
Value-added-tax receivables JE U I (B R
Rebates receivable JE U [B] FN 5k IR
Prepayments to suppliers TE 1 it fE 7 3R IR
Other receivables and deposits Ha R R IEE
Less: accumulated allowance B BET R
Trade and other receivables JEUWE SRR &%

H th & B BR 3K

The Group generally requests for full prepayment from its
trade customers but it also allows certain trade customers
a credit period of 30 to 90 days. The following is an aged
analysis of trade receivables (net of allowance) presented
based on the invoice date at the end of reporting period:

0 to 30 days TE=+1H

31 to 90 days =+—EA+H

91 to 365 days Al 2= = [5] 75 a2
Over 365 days BB=ANTHHA

24. BWE 5 R K H 1t B W AR X

The Group
rEH

2013 2012
HK$’000 HK$’000
FHET FHET
21,318 24,359
(18,563) (17,431)
2,755 6,928
231 4,383
30 7,277
1,720 11,515
19,548 18,090
(3,518) (3,155)
20,766 45,038

AEE-REREFEFEANEZHAIEA
BRGTETEZEP=TENLTRHZE
EH-NEFPEERAZREEZER (B
HREE REZEAREIN ZRE TN
T

The Group
AEm

2013 2012
HK$’000 HK$’000
FHET FAT
883 2,420
343 707
213 453
1,316 3,348

2,755 6,928
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

24. TRADE AND OTHER RECEIVABLES (Continued)

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

The Group does not hold any collateral over its trade
debts. The following is an aged analysis of the carrying
amounts of trade debts that were past due at the end of
reporting period but for which the Group has not provided
for impairment loss because management are of the opinion
that the fundamental credit quality of the customers has not

24. BWE 5 R K H 1t B W AR X
(4 )

EMEFAHERA AKREENHEER
FZlEEEE RERAEEERE TR
ARTEPZREB -REASEANBEE
Atfd s REP D BEARBHI R RRE 2 B E
FERFA BB R LB ERERR-

AEBYERE S ERFETAERR -
UTARERMEERNE BREREEE
RRBEPZEAEEERT RB(LME
AEBYEFHREBRBREBEZESER
ZEREERRER DT

deteriorated:
The Group
AEM
2013 2012
HK$’000 HK$’000
FTET FET
Less than 90 days past due BEI LR AT H 1,226 3,127
Over 90 days but less than 365 days wmEBEBALTEELR
past due = A sl = 213 453
Over 365 days BBl =—a~THH 36 =

1,475 3,680
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24. TRADE AND OTHER RECEIVABLES (Continued)

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

Balance at beginning of year FHE

Exchange adjustments ME W B

Impairment losses recognised during FARRZAEBE
the year

Balance at end of year FIREE

The Group recognised impairment loss on individual
assessment based on the accounting policy stated in Note
3.

Included in the above allowance for doubtful debts in
respect of trade and other receivables is a provision
for individually impaired trade and other receivables of
HK$22,081,000 (2012:HK$20,586,000) with a carrying
amount before provision of HK$23,361,000 (2012:
HK$23,934,000).

The individually impaired trade and other receivables relate
to debtors that were in financial difficulties or were in default
in both interest and/or principal payments and only a
portion of the receivables is expected to be recovered.

24. BN E 5 IR R H th FB AR X
(4% )

REZ2E

The Group
AEE

2013 2012
HK$’000 HK$’000
FHET FET
20,586 17,218
227 52
1,268 3,321
22,081 20,586

RS BAR IR MY FESAT A 2 & R B e RR
BIRFIS 2 B EE -

LB EIRE Z RN R H A AR R 2 R
ERECEIEENRECERE SE
TR K B FE AR 3R 2 H 522,081,000 7T

— =T — ~ 4 :20,586,000/8 7T )  BEE AT
B8R E 18 423,361,000 T (Z & — — 4 :
23,934,000/ 7C) °

B MEBIRE 2 FE U E 5 R 3R K B b 8 e B
BOF B AR 75 IR BESE R A B KA
R EE A FREIE AT U FE KRR K
Z—#D e
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AMOUNTS DUE FROM NON-CONTROLLING
SHAREHOLDERS OF SUBSIDIARIES

The balances are unsecured, interest-free and repayable on
demand.

CASH AND CASH EQUIVALENTS

Cash at banks earns interest at floating bank deposit rates.

The cash and cash equivalents of the Group are mainly
denominated in RMB and HK$, which are the functional
currencies of the relevant entities of the Group. Included
in cash and cash equivalents at 31st December, 2013 are
the amounts in RMB of approximately RMB20,667,000
(2012: RMB26,824,000) in form of cash on hand and
demand deposits and approximately RMB53,000,000
(2012: RMB45,000,000) in form of short term highly liquid
investments. RMB is not freely convertible into other
currencies.

TRADE AND OTHER PAYABLES
The following is an aged analysis of the trade payables

presented based on the invoice date at the end of reporting
period:

Trade payables: ERE SR

0 to 30 days TE=+H

31 to 90 days =F—2Vig=

Over 90 days BB+ A
Rebates payable FE A B 0 5878
Prepayments from customers AN KIE

Other payables and accruals

Hth 1 R R BT B A

25. F& WL Bff BB X B FF 42 I M R 3R 2 7RI

26. BERREEEY
RITM ST BRIT A R FREA L -

AEFBZRE KRB SEEMEEUREE
EREE 2R EEARBRBITE:
NZE—=F+_H=+—H BRe kR
CEBYBEBREAARBHEZFERS
NMOEEIFE R AR 20,667,00000 (=&
— —F: AR ¥26,824,0007T) N EH S
B MR E $ AR #53,000,000T (=&
——%F : AR#45,000,0007T) ° AR
SEHARAEMEY-

27. BERNE SRR K E M ENRK

REGMEEB BN ESERFIZERA
M2 ZREDTIT

The Group
K&

2013 2012
HK$’000 HK$’000
FHET FET
544 411
12 234
193 157
749 802
5,960 22,550
1,427 10,683
22,034 19,011
30,170 53,046
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28.

29.

OTHER BORROWINGS

Other borrowings, secured

HipfhE - B

At the end of reporting period, the Group’s other

borrowings were pledged by 100,000 tons of minerals

reserve (2012: 100,000 tons), carrying at a fixed annual
interest rate of 8.47% (2012: 8.47%) per annum and
repayable within one year (2012: within one year).

At 31st December, 2013 and 2012, the Group did not have

any banking facilities.

SHARE CAPITAL

Authorised

Ordinary shares of HK$0.10 each

Issued and fully paid
Ordinary shares of HK$0.10 each

At beginning of year
Share options exercised

At end of year

EERAE

BREE0.10A T ERR

ERTRARKRZIRA

BREE0.10A T2 & BR
REA

ETERRE
NER

28. HftifE &

The Group
rEH
2013 2012
HK$’000 HK$’000
THERT FET
15,870 15,374

RERPLEER AEFEBHEMEEN

100,000 EERRE (ZF — ZF:

100,000M8 ) 1E & # - 1% & & F F1 %8.47%
ZE—ZF:847T%)FTE AR —F RN
—E-ZF —FRN)EE-

RN-_E—=FR—FT——&F+—-_A=+—
B AEBEILETEFEITRE -

29. & <

Number of

ordinary shares Share capital

EERYE B
2013 2012 2013 2012
'000 '000 HK$’000 HK$'000
T TR FRR AR

1,000,000 1,000,000 100,000 100,000

821,663 821,663 82,166 82,166
1,500 = 150 =
823,163 821,663 82,316 82,166
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30. SHARE-BASED PAYMENT TRANSACTIONS

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

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

30. AR AEBNRZRZ

ARBR_ZZTNF—A+HARAK A
FERCERTE (T5TE))  &FFER —FTFN
F-AZTARNAERAEER T —NOFE—
A-t+t A BEm -FEZETEENRAE
SRAREAEEBRBMNRBELASIE
HEBRXAEBENERMZEST AERE
BREMABRALE TEE-

BT S B TEREZREIT  RNAFE
ENNESERAHAEERBANEZIE
HRBELBNRSATEEBREMZ ASR
FRAKE ARSI EABMEARZES B
BHER RE -BF HHME X5
BAN B BEREMEMER  EAA
SRR T AR A E AR REE A A AR
M2 BRE  HREBERTELRORGE
B (RORTZLEBEREBIF 2 mE
Ko (i) A 19 P B2 4 i AR A 4% B A A 1 1 =2
SRRz FHRTEZREE M
BREZEBRETREZRMHDEEZZ UL
RNAETREEETRAN Z10% &

29
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(Continued)

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

Options granted must be taken up within the time period
set out in the offer letter and upon payment of HK$1 for
each lot of share option granted.

On 12th July, 2013, the Company granted in total
19,100,000 share options to certain eligible participants of
the share option scheme.

At 31st December, 2013, there were 17,600,000
outstanding shares in respect of which options had been
granted and remained outstanding under the Scheme
(2012: Nil outstanding share options). The outstanding
shares represent less than 3% of the shares of the
Company in issue at that date.

Notes to the Consolidated Financial Statements
e R R

For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

30. MR BERNR2ZRS (&)

REEA RN AIIREF STt - (VRIEAT & 7]
BRI EIRE 2 BN BE . TREBY
RNATEREFEEBEITRG 210% - &)
mERBEARTZ@EABBABREL &G
REEREZAERETREETRMDE
B TEEBHARREANEBEETRG
Z1% o

BIEZAR 2R MRS Z R T A
B YAREMARRREZBREST
XMIBTZER-

RZE—=ZF+t A+ =B K27 MAE
BHEFEZETAER2BEEREA K
19,100,00017 B8 5 # -

R-TE—=ZF+-_F=+—8 BE:t
EEEEBENAMKITEZEREDS R
17,600,000 A FE1TRG (ZF—ZF: I
EmEARITE ZBRE)  MARTTE CERE
MARNBRZBABEITRMAOTE3% °
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SHARE-BASED PAYMENT TRANSACTIONS 30. URHBBERARZRS (&)
(Continued)
The following table discloses movement of the Company’s TERERE - E—-ER-_E——&
share options held by employees and consultants (including +-B=+—-BIEEREEREN (/IE
directors) during the years ended 31st December, 2013 and )AL T ERE S S
2012
Exercise Outstanding Lapsed Outstanding Granted Exercised Outstanding
Exercisable price at during at during during at
Name Date of grant period per share 1.1.2012 the year 31.12.2012 the year the year 31.12.2013
RZB-ZF WZB-ZF RZB-Z§
-fA-H +=B=t+-B t=B=+-H
1] R BH s BRTKE WARTE EREH HRTE ERRH ERTHR DEi(3
HKS (Note il (Note i)
BT G (B £Eiii)
Category I:
-8
- Directors 12.7.2013 (2012 12.7.2013 10 11.7.2018 0.255 2,950,000 (2,950,000) - 14,000,000 - 14,000,000
7.5.2007) (2012: 7.5.2007 To (2012: 1.29)
6.5.2012)
-2 —E-=F “E-ZftAtZRE (Z%-%:
+tA+=AH 1.29)
(Z%--%
TR E
AAtA)
Category I:
E=
- Employees 12.7.2013 (2012 12.7.2013 10 11.7.2018 0.255 1,346,000 (1,346,000) - 4,800,000 (1,500,000) 3,300,000
7.5.2007) (2012: 7.5.2007 To (2012: 1.29)
6.5.2012)
-E& —3-=% —F-=%tA+-AE (ZF-=f:
+A+ZH “Z-\FtA+-H 1.29)
(c2--%:  (ZF--f:
ZZRLE FRRtHE
fAtA) “E-ZERARA)
Category Il
FoE:
- Consultants (Note ) ~ 12.7.2013 (2012:  12.7.2013 0 11.7.2018 0.255 3,950,000 (3,950,000) = 300,000 = 300,000
7.5.2007) (2012: 7.5.2007 To (2012: 1.29)
6.5.2012)
—E (Fai) ZZ-Z5tAt+-AE (ZF-Zf:

NELAT-R 1.29)
S

“ZELERALAE
ZZ-Z£RARA)

Total for all categories 8,246,000 (8,246,000) - 19,100,000 (1,500,000) 17,600,000
AR

Exercisable at the end of
the year 8,246,000 - 17,600,000
REZFR

Weighted average
exercise price HK$1.29 HK$1.29 = HK$0.255 HK$0.255 HK$0.255
MEFHIREE 1.29%7T 1.29%7 = 0.255% 7T 0.255/% 7T 0.255%8 70

Weighted average
remaining contractual
life at the end of
the year 0.35 year - 4.53 years
RELZMETH
AN 0.35% - 4.53F
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30. SHARE-BASED PAYMENT TRANSACTIONS 30. URHBBERARZRS (&)

(Continued)

Note: B Rk

(i)  The Group granted share options to the consultants in return iy AEBERTEMZEBRE DIEAKSMH
for their provision of management consultancy services to the AEBERESEZRRFZOH-

Group.

(i)  There is no vesting period implemented on the share options (i) FARDZEBRELTEXSESHEH M
granted during the year. The weighted average fair value of BREOAZEWEREZNMEFLFHAFES
each option granted was HK$0.0818. 0.0818% 7T ©

(i) The weighted average share price at the date of options (i) FATEEREEBZNETHRER
exercised during the year was HK$0.52. 0.52/8 7T °

The following information is relevant in the determination of UTAEETFFRNBEARERMKY 2K

the fair value of options granted during the year under the BREGEEURD AEBNRGTEAEREZ

equity-settled share based payment schemes operated by IR AFERBZER -

the Group.

2013
HK$
BT

Binomial
option

Option pricing model used pricing model

—EAHE

FrieE Az BiEE B EEER

Weighted average share price at grant date (HK$) R L BB 2 i ARE

(Em) 0.255

Exercise price (HK$) 1TEE (BT) 0.255

Weighted average contractual life (Years) B8 (F) 4.998

Expected volatility (%) T8 2R 18 (%) 92.975

Expected dividend yield (%) TEHR AR B R (%) Nil £

Risk-free interest rate (%) 42 [, b 1) 2 (%) 1.181

The volatility assumption, measured at the standard BIEER R (REHREREZTE) IR

deviation of expected share price returns, is based on a ETE2BERESFABEES T REKE-

statistical analysis of daily share prices over the last five
years.
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DEFERRED TAX LIABILITIES 31

The following are the deferred tax liabilities recognised and
movements thereon during the current and prior years:

EEBBEER

TRBNAREE R LFEDRRZELH
HABLRLET

Revaluation of

mining right

arising from

acquisition

EWEsI sz

RIERE

HK$’000

FHET

1st January, 2012 R-_E——F—HF—H 110,308

Exchange adjustments ME 5, 58 B 773

Credit to profit or loss for the year (Note 10) FFAFEER (ME10) (15,238)
At 31st December, 2012 and 1st January, 2013 RZE—=—F+ZA=+—HK

—E—=F—H—H 95,843

Exchange adjustments ME 5 38 & 2,619

Credit to profit or loss for the year (Note 10) STAFEEZD (HiE10) (29,659)

At 31st December, 2013 RZE—=F+=ZA=+—H 68,803

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by PRC
subsidiaries from 1st January, 2008 onwards. Deferred
taxation has not been provided for in the consolidated
financial statements in respect of temporary differences
attributable to accumulated profits of the PRC subsidiaries
amounting to approximately HK$45,333,000 (2012:
HK$46,557,000) as the Group is able to control the timing
of the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in
the foreseeable future.

BEFBRCEMERE BT NF—
A—BE UPERBRARMRIERE
K2R EBBMRIBINT - R A EE A 8
NESFREWE AT R BN 2 EEE
B 2 %8 #45,333,0008 T (=& — —4F:
46,557,000/ 7T ) 2 BB KA - B K] 82
RA] R ARRELI T 258 WL EREE
W RANZ SR EE T IRELERIER
o
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32. OPERATING LEASES

The Group as lessee

During the year, the Group made minimum lease payments
of approximately HK$3,849,000 (2012: HK$5,123,000)
under operating leases.

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

follows:

Within one year —F RN

In the second to fifth years inclusive F_FEERF
(BREEEMSF)

Over five years REMNE

Operating lease payments represent rentals payable by the
Group for certain of its office properties, retail shops and
common areas in the mining site. Leases are negotiated
and rentals are fixed for terms ranging from one to six years
(2012: one to thirteen years).

33. CONTINGENT LIABILITIES

At 31st December, 2013 and 2012, the Group had no
contingent liabilities.

33.

ﬁ«( P *E f{]

EEBEEREBA

FA AEERBELEHRNIFZ2HE
&4 53,849,000 L (T — —F:
5,123,000/ 7T ) °

RERPLEH  KREERET A HLE A
HMMAR TN ABER s HEWEBT N
ZARZERSAENT

2013 2012
HK$’000 HK$'000
TER TAET
3,171 3,755
4,139 3,360
1,044 873
8,354 7,988

REBONREBELASEERETHAR
2 TEERESARAMREMFZHES-
MU RRe G —EAE (—E— 4
—E+=F)ZFHEARET-

ZAREE

S =ER-B-CFT-A=T-
A RAE TR AR -
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CAPITAL COMMITMENTS

Capital commitments outstanding as at 31st December,
2013 not provided for in the consolidated financial
statements were as below:—

Contracted, but not provided for BRI BRET IR EHE
- leasehold improvements —HEEE
RETIREMENT BENEFIT SCHEMES 35.

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

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

34.

BEAXRAEE

REZE—=F+ZA=1+—HERREAE
MBmERTRBEBEZ RENEREAEN
T

The Group
A EE
2013 2012
HK$’000 HK$’000
FHET FET
1,747 1,693
RIKER &

AEESMAREREREREERYIE
RETEE ([FH8]) F B 2EEAX
ABEFlzESBRAEEEESRTA IR
Bl 2 RR BEREEEBARMANE
TEZ L R A 8K - R B BT 8 2 M
—EERRBFEFEHREMRK

AEEETHAZHBAREREY AT EK
FEBEZBERERRKBNGEIKE %
ZH B R RIAR S & KA Z BIE R A%
BARBHNEFEIHA REEBNRERES -
AEBYEZERBNGTE 2 —BERE

HHEE K

®
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36. RELATED PARTY DISCLOSURES

(a) Amounts due to related parties

(b)

el

—REE

Mr. Lau

An associate Al

\>)

The balances are unsecured, interest-free and

repayable on demand.

Compensation of key management personnel and
senior management

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

R H A& A

Short-term benefits
Share-based payment expenses

RKEREH

Post-employment benefits

During the year, there were two senior managements
(2012: one) whose emoluments were within the band
from nil to HK$1,000,000.

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

6. HEAT Z2HE

(a)

(b)

A SERINZER

FENEEALZHE
The Group
rEE
2013 2012
HK$’000 HK$’ 000
FERT TAET
1,142 469
500 500
1,642 969
EHRREER TR NERERE
g o

FTEEBNERGREEEKEZ
Ed

FREZRAEFEMTIEEEAS
ZEmT

2013 2012
HK$’000 HK$'000
TERT TAET
6,090 4,980
1,436 -
138 90
7,664 5,070

FA MESREREEKRE (%
——F R HERERAESR
1,000,000/ 7T, ©

EENEMTEEBRAESCME A
MEZEeEREAMNALRBERTISS
RGBT
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37. RESERVES OF THE COMPANY 37. K NEHE
Share
Share  Contributed  Translation option  Accumulated
premium surplus reserve reserve losses Total
R EE BaRH BERE BRERE AR @it

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHL T T TR Tix T
(Note i) (Note i) (Note iii) (Note iv)
(M3ED) (B &) (B i) (P sEiv)
At 1st January, 2012 W-B--£-A—H 392,962 40,948 37,459 4,323 (559,256) (83,564)
Loss for the year FEER - - - - (1,367) (1,367)

Exchange differences arising on = EAZMELZERZE
translation - - (24) - - (24)

Transfer of reserve upon lapse of M EEMRIE X R LA

share options - - - (4,323) 4,323 -
At 31st December, 2012 RZE-—F

+-A=1+-8 392,962 40,948 37,435 - (556,300) (84,955)

Loss for the year FEEE - - - - (1,529) (1,529)

Exchange differences arising on = EAEMELVERZE
translation - - (98) - = (98)

Recognition of equity-settled  BRERELE KR

share based payment RERINZER

expenses - - - 1,562 - 1,562
Issue of shares upon exercise of - TR RIERETRE

share options 233 - - - - 233
Transfer of reserve upon exercise R ERIEIT R E A

of share options 116 - - (116) - -

At 31st December, 2013 A\ZB—=F
+-R=+—18 393,311 40,948 37,337 1,446 (557,829) (84,787
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37. RESERVES OF THE COMPANY (Continued)

38.

Notes:

(i

(il)

The share premium represents the amount subscribed for
share capital in excess of nominal value.

The contributed surplus represents the difference between
the consolidated shareholder’s funds of the subsidiaries at
the date on which they were acquired by the Company, and
the nominal value of the Company’s shares issued for the
acquisition at the time of the group reorganisation less the
amount applied to pay up the 1,000,000 nil paid shares at the
time of the group reorganisation.

The translation reserve represents gains/losses arising
on retranslating the Company’s financial statement into
presentation currency.

The share option reserve comprises the fair value of share
options granted which are yet to be exercised, as further
explained in the accounting policy for share-based payment
transaction in Note 3 to the consolidated financial statements.

PARTICULARS OF PRINCIPAL SUBSIDIARIES

Details of the Company’s principal subsidiaries, all of which
are incorporated with limited liability, at 31st December,
2013 and 2012 are as follows:

37. KR T fEE (&)

GEX

(i)

(ii

(ii)

(iv)

B aEERERACEBLEEABE LR
5 o

BERBHABEMBRAREARARIKER
AZHRARRESHEARANEE AR
Bl U RS T BT AR (5 2 T B AR A 2R
M EE E4EFFEE771,000,000 0% A 45 8% 24 i
DIRRZ RIBME ZZ5

BERBERNARFMBRRENLER
BRI mEE 2 W EE-

BRERERESREERRITEZER
BZAFE HIENERA M B REAM TSN
MM RERNRZR S 2 @t B E—

3. EREMEAREHR

RE—=ZFR_T——F+_A=+—
BZARARTEMBAR (B EZMKL
ZHEBRAR)FBOT:

Proportion of
nominal value of

Place of Issued and fully

Name of incorporation/ paid share capital/
subsidiary establishment registered capital
BRTR

BERRE/

WERARERE MBS, R S i B AfMER
Express Fortune Holdings British Virgin Islands Ordinary US$100

Limited

RERAHS

T ARI00ETT

issued share capital/
registered capital
held by the Company

FRAME
BRTRAEE/
SMER 2L

2013 2012

100% 100%

Principal activity

FEEK

Investment holding

REER
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38. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continueq)

Name of
subsidiary

WELAAEE

Express Fortune

Fortune Shanghai

RELE

Sifa Mining

BREX

Telefortune (China)
Investments Limited

REFBH(RE)
REBBAF

Eagles Fund Technology
Investment Limited
(Formerly named as Top
Emperor Investments
Limited)

ZREGHRBREBRAA
(FiBEREBRAA)

Zhuhai Reminda

hEERE

Place of
incorporation/
establishment

Issued and fully
paid share capital/
registered capital

ERTR
BRRE/

MR B HZmER

Ordinary HK$10
Non-voting deferred
HK$5,000,000
(Note)
LERI0BT
ERFEELERD
5,000,000/ &
()

Hong Kong

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

ERBIR 2
NEBELE

28,100,000% 7T

Sino-foreign equity joint RMB1,000,000

ventures established

in the PRC
ERERKLZ AE#1,000,0007C
RONEERE
Hong Kong Ordinary
HK$40,000,000
£ Eak
40,000,0007 7T
Hong Kong Ordinary
HK$10,000
EE LAk
10,000/ 7T
Sino-foreign equity joint RMB10,000,000
ventures established
in the PRC
ERERLZ AR #10,000,0007T

PHRELR

Proportion of

nominal value of
issued share capital/

registered capital
held by the Company

FRAME
BRTRAEE
Bali-eNA 4]
2013 2012
100% 100%
100% 100%
50.8% 50.8%
100% 100%
100% 100%
51% 51%

3. TEMBATER (£)

Principal activity

FEEK

Maintaining the
corporate office

Sia
=
>
>
o

Trading in mobile
phones

EEVHES
Exploration and

extraction of
mining resources

HREFRBEERR

Investment holding

REER

Investment holding

REER

Trading in mobile
phones

EERYER

139
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38.

39.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(Continued)

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

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

The principal activities are carried out in the place of
incorporation/establishment except for Express Fortune
Holdings Limited which mainly carries out its business in the
PRC.

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

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

PARTICULARS OF ASSOCIATE

Details of the Company’s associate at 31st December,
2013 and 2012 are as follows:

Place of
Form of business incorporation/
Name of associate structure operation
EMmARL
BERNRER EBERER R
Artchief Incorporated Hong Kong
23 B If7AvA B
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39.

TENBLARER (F)

fisE: RERMDER LTS ATREARQ
Al I B R UEUE B A RIEM AR A
EREHHFERRAGING LER

HPRERELED K ZEF

KA ) H ¥ %5  Express Fortune Holdings
Limited# & » M £ X PR 2 P B M #E 2
HRARRMEREE-

BrExpress Fortune Holdings Limited=® £
EPBIMEEBI Ll EZEXBHRNGE
AT, BN BE AR o

B M B A RN R F R EMA B
AHERE

ERFIIEDESRREFEAKREERA
FEEFEZARRTEMBRR EF
AR BINHEMHBARZHEBE<SAR
BERBRITK-

rENFAESR

T

—E=FR-F-—Ft+ZRA=+—
B2 AR TBEATRENT

Proportion of nominal
value of issued capital

held indirectly

by the Company Principal activity
ERRAEERAE
ERTRAEERDL TEXH
2013 2012
50% 50% Trading in electronic

products
BEETEM
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REMBHRRME

40. NON-CONTROLLING INTERESTS

For the year ended 31st December, 2013 HZE_—F

Sifa Mining, a 50.8% owned subsidiary and Zhuhai
Reminda, a 51% owned subsidiary of the Company, have

material non-controlling interests (“NCI”).

Summarised

financial information in relation to the NCI of Sifa Mining
and Zhuhai Reminda, before intra-group eliminations, are

presented below:

Sifa Mining

For the year ended 31st December

Revenue

Loss for the year

Total comprehensive income

Loss allocated to NCI

Dividends paid to NCI

For the year ended 31st December

Cash flows used in operating activities

Cash flows used in investing activities

Cash flows generated from financing
activities

Net cash inflows/(outflows)

As at 31st December

Current assets
Non-current assets
Current liabilities
Non-current liabilities

Net assets

Accumulated non-controlling interests

40. FRIEHIEE RS

—=H+_A=t+—HILFE

KRAREBS0.8%Em 2 KB R A i8R
ENBEES1DER B AR KEER

L%ﬁﬁiﬁ#? ) 1 1

(TR F2 Bl 1 4

@) BRI ERERIKEEINEIFE
MRAENETEEARREYHEN W%

ERBE2E5mT

PR IE
2013 2012
HK$’000 HK$’000
FTHET FHET
BE+-A=+—-RHLEE
g - _
FEERE (96,539) (52,406)
2 HEBIA (89,234) (50,198)
AR EEEH S 2 B8 (47,497) (25,783)
M) FE 2 il R 2 A 2 B B - =
BZE+=-BA=1+—HLEE
KEZEFTABRSRE (4,464) (6,694)
KREGESFARERE (170) (6,059)
MEETHBRERE
5,726 10,681
BERA (L) F8E 1,092 (2,072)
R+=—B=+—8
MBEE 6,187 5,526
EMEEE 298,044 406,077
mEAaE (50,908) (42,010)
FnBBEE (68,804) (95,843)
BESE 184,519 273,750
ZET I 2 I 1 R 90,783 134,685
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For the year ended 31st December, 2013 HE T —=F+_-_A=+—HI-FE

40. NON-CONTROLLING INTERESTS (Continued)

Zhuhai Reminda

For the year ended 31st December

Revenue

Loss for the year

Total comprehensive income

Loss allocated to NCI

Dividends paid to NCI

For the year ended 31st December
Cash flows generated from/(used in)

operating activities
Cash flows used in investing activities

Net cash inflows/(outflows)

As at 31st December

Current assets
Non-current assets
Current liabilities

Net assets

Accumulated non-controlling interests

41. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the Board of Directors on 28th March, 2014.

40. FFEEHIMERER (F)

BEEIEE

2013 2012
HK$’000 HK$'000
FET FET

BEt+t-A=+t—HLEE
W 2= 100,105 238,651
FEEHE (1,743) (580)
2B U A (1,436) (495)
SEEFEHMER BB (854) (284)
MG MR N ZRE = -

BE+-ZA=+—HLEFE

SRR,

(FFA)REeRE 145 (536)
KEEHARERE (29) (917)
BERA/ CRt) F58 116 (1,453)
R+=-—A=+-—8H
MEBEE 13,143 21,532
ERBEE 1,394 1,856
mEaE (5,612) (13,025)
BEFE 8,925 10,363
BT IR S 4,373 5,078

41, #E B | KR

MERRER _E-—WNF=A_+/\BE
E=giENEETE-



RESULTS

Turnover
Cost of sales

Gross profit

Other income

Selling and distribution costs
Administrative expenses

Loss on disposal of subsidiaries
Allowance for trade and other receivables

Impairment loss recognised in respect of
mining right

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

Impairment loss recognised in respect of
goodwill

Impairment loss recognised in respect of
interest in an associate

Fair value loss on convertible loan notes

Gain on disposal of an associate

Gain on disposal of a subsidiary

Reversal of impairment loss of trade and
other receivables

Share of results of associates

Finance costs

Profit/(loss) before income tax
Income tax (expense)/credit

Profit/(loss) for the year

Attributable to:
Owners of the Company
Non-controlling interests

EXE
HERA

£

A
HER D HEKA
THER
HENBLRZBE
EWE B RAL

H U R 2 B
RRERR ZHERR

AN ERERR CRERR

AABERZAERR

BFKHEDAERRR L
HEEBR
TREERFBRZATEER
HE-—RBERA 2
HE—KME Rz HE
B 5 B R At B Y BR 302
REBRED
DEMERR KB

BEKA

BASHAEN,/ (BR)
FEH (i) /#%

EEEN/ (BR)
Fefh:

AAREAA
SRR

TEREERERQAF

TR

Financial Summary

MBME

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

2009 2010 2011 2012 2013
HK$'000 HK$’'000 HK$’'000 HK$’'000 HK$'000
FTHEL FTHEL FTHEL FHEL TER
2,124,237 2,544,120 1,765,862 623,049 198,344
(2,084,030) (2,479,356) (1,704,539)  (609,374)  (182,770)
40,207 64,764 61,323 13,675 15,574
12,144 16,403 5,322 5,471 4,984
(24,064) (22,450) (14,885) (10,847) (10,839)
(24,493) (27,308) (31,823) (26,982) (25,728)
(4,974) - - - -
(994) (2,852) - (3,321) (1,268)

- - - (60,847)  (118,637)

(217) - - - -
(184,340) - (2,910) - -
- - - (857) -

(326) - - - -
1,437 - - - -

- - 2 - =
14,916 397 641 - -
732 444 5 (106) (604)
(2,330) (11,658) (6,535) (1,340) (1,323)
(172,302) 17,740 11,140 (85,154)  (137,841)
(127) (2,104) 15 15,215 29,659
(172,429 15,636 11,155 (69,939)  (108,182)
(171,983) 14,875 15,922 (43,872) (59,831)
(446) 761 (4,767) (26,067) (48,351)
(172,429 15,636 11,155 (69,939)  (108,182)
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ASSETS AND LIABILITIES EERESE

At 31st December,
R+t=A=+-H

2009 2010 2011 2012 2013
HK$'000 ~ HK$'000  HKE'000  HK$'000  HKS$'000
TAT TAT TAT TAT TR

Total assets BEMRE 698,937 867,381 742,748 585271 441,708
Total liabilities BELE (385,625)  (421,075)  (263,265)  (171,702)  (128,017)

313,312 446,306 479,483 413,569 318,691

Equity attributable to owners of VN/NGIE DN R
the Company 158,254 283611 314780 273,806 223,535
Non-controlling interests G 155,058 162,695 164,708 139,763 95,156

313,312 446,306 479,483 413,569 318,691
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