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Continental Holdings Limited (the “Company”) is an
investment holding company. The principal activities of
its subsidiaries (the Company and the subsidiaries are
hereinafter referred to as the “Group”) are the designing,
manufacturing, marketing and trading of fine jewellery and
diamonds. Also, the Group maintains an investment portfolio
including property investment and development, mining and
other industries.

On the manufacturing side, Continental Jewellery (Mfg.)
Limited, the Group’s wholly-owned subsidiary, mainly
engages in the product development, manufacture
and marketing of fine jewellery primarily for export
and is regarded as one of the leaders in fine jewellery
manufacturing. A substantial share of our jewellery products
is currently directed at the middle to upper segments of the
market. We specialize in manufacturing fine jewellery in
precious metal set with diamond, ruby, emerald, sapphire,
pearl and other semiprecious stones.

The Group has production plants in China with full
capabilities in jewellery design, direct stone sourcing,
stone cutting, lapidary, alloying and gold refining. The
management of the Group is known for its commitment to
quality, and its finished products are visible testaments to that
commitment.

The Group has fully-integrated diamond cutting and
jewellery production facilities in China. With around 768
skilled workers, our facilities are best known for their quality
and ability to handle diamond cutting works on a wide range
of products.
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Dr. Chan Sing Chuk, Charles, BBS, JP
Group Chairman

| am pleased to present the annual report of Continental
Holdings Limited (“the Company”) and its subsidiaries (“the
Group”) for the financial year ended 30 June 2014.

BUSINESS REVIEW AND PROSPECTS

During the fiscal year 2014, the Group achieved a turnover
of HK$868.1 million (2013: HK$949.2 million). Profit
attributable to owners of the Company was HK$50.6
million (2013: HK$85.8 million) and basic earnings per share
was HK0.99 cent (2013: HK1.68 cent). The decrease in
profitability was mainly attributed by the lower revaluation
gain from the Group’s property development projects.

During the year under review, the Group’s revenue on
trading of fine jewellery and diamond business recorded a
decrease by approximately HK$87.5 million or 9.3% from
approximately HK$936.1 million for the year ended 30
June 2013 to approximately HK$848.6 million for 2014.
Such decrease was mainly due to a drop in our business of
diamond polishing. While the US economy is starting to pick
up, the jewellery segment is still slowly progressing. Private
label brands continue to be the key growth segment, and
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we are working closely with retailers in this area. Meanwhile,
the Group is also expanding our retail network in China. This
year, the Group added two Continental Diamond boutiques
in Guangdong province, and an additional 15 point of sales
across China promoting our silver jewellery brand. Going
forward, we certainly hope this can contribute to the Group
more in the near future.

As for property investment, the Group is maintaining two
development projects in Hong Kong and the PRC. In Hong
Kong, the project is located at No. 236-242 Des Voeux
Road Central and the foundation work has been completed.
Following which is the construction of the superstructure,
the project occupies a site area of approximately 302 sg. m.
which will be developed into a 29-storey high commercial,
shop and retail premises with a gross floor area of
approximately 4,524 sq. m. The completion is expected by
the end of 2015. In the PRC, the Group has a 50% interest
through a joint venture holding two parcels of land with a
total area of approximately 18,101 sq. m. and total gross
floor area of approximately 98,881 sg. m. in Yangpu District
of Shanghai ( /8 & &) in the PRC. The land parcels
will be developed into an eleven-floored shopping mall with
over 500 parking spaces. The superstructure of the property
— Bauhinia Mall is completed and the interior decoration is
in progress. Leasing activities are in good progress and the
estimated completion is targeted in 2015.

In mining, trial production continued in the Hongzhuang
Gold Mine. Even though all the previously reported gold
resources in the Yuanling mine field had been exhausted, the
residue ore successfully recovered was sufficient to support
the continuation of the trial production. This residue ore
was not included in previous reports and there is no official
estimation on its potential. Despite such, exploration has
commenced at the north eastern part of Yuanling site. A
potential new vein with promising grades had been identified
during the program. Further exploration to increase the
geological confidence and feasibility studies will continue.



An enchanting, colourful world,
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BUSINESS OUTLOOK

While the jewellery industry is still recovering, we believe
there are many opportunities to explore. In jewellery, we
continue to develop new ideas and private label brands
which are the fuel of future growth. In property, we see
both projects entering the final stages of development and
we expect revenue stream to commence in the coming
year and the year after. Finally in mining, explorations have
been underway and results are slowly coming to light, we
are optimistic in putting these findings to production. We
believe that the new developments in jewellery as well as the
completion of the Shanghai and Hong Kong properties will
have higher profit contributions to the Group in the coming
year; hence providing higher return to our management
team, the Board, our employees and our shareholders.

IMPAIRMENT LOSS OF AVAILABLE-FOR-SALE
FINANCIAL ASSETS

At 30 June 2014, the Group held an equity interest in
Macarthur Minerals Limited ("MMS"), MMS is an Australian
company listed on the Toronto Stock Exchange in Canada.
The Group holds the interest in MMS for long term
investment and accounted for as a non-current asset as
“available-for-sale financial assets”.

During the year, the fair value of MMS was determined to
be impaired on the basis of significant and prolonged decline
in its fair value below cost. Accordingly, impairment loss
of HK$2,077,000 (2013: HK$10,076,000) was recognized
in the consolidated statement of profit or loss and other
comprehensive income. The impairment loss was considered
to be an exceptional item and did not have any effect on the
Group'’s cash flows in the financial year.
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Rig £Em A £18.150% - 5 ANNUAL UPDATE ON DETAILS OF RESOURCES
18171 R E18. 181 F B IR E AND/OR RESERVES UNDER RULES OF 18.15, 18.17

R/BHEHEZEEEN AND 18.18 OF THE LISTING RULES
AEEZERER/ ZHFERFR There has been no material change on the resources and/or
WEERE  TREAIAEE 2 reserves of the Group during the year. The following table
BRENR/XFER T —HFX shows the details of resources and/or reserves of the Group
A=+HZ#E: as at 30 June 2014:
BLER
Type of ESERE HEED
WEAR RE AR  HEAH mining Gold  Reporting Egmil
Subsidiary Mine field Area  Reporting date operation resources  Standard Gold grade
(EFFX) (H8) (% /)
(kn?) (t) (g/t)
AENAEE e 109 —Z-mE  #T 1073 RERE 122 5.58
BRATA Hongzhuang NA=TH Underground PRC 122b
Henan 30 June 2014 546 FREIEE33R 1.89
Multi-Resources PRC 332
Mining Company 2466 FEIRE 333 4.46
Limited* PRC 333
T# 457 ZZ-ME  HT - PEFE122b -
Yuanling ~AZTH Underground PRC 122b
30 June 2014 005 HEIZE333 3.87
PRC 333
HEBRER KHERCDEERSR Factors and assumptions such as gold grade, ore body
SR EEEELNERFERER thickness and shape of vein were considered for estimating
ERBHR - EHERER HKES the resources and/or reserves. Please refer to Section 8
HEZE—SHEELX2EANTH of Appendix VII of the circular of the Company dated 25
HA— T FTE—B_-_+HBYA January 2010 for further information of the resources and/or
LR Bt 8% = S 8Ff o reserves estimation.
* XSy R B EeZ e * The unofficial English translations or transliterations of Chinese

(& {2 ) names are for identification purpose only
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LIQUIDITY, FINANCIAL RESOURCES AND GEARING

As of 30 June 2014, the Group had a gearing ratio of 0.22
(2013: 0.22), which is calculated on net debt divided by total
equity plus net debt. Net debt is calculated as the sum of
bank and other borrowings less cash and cash equivalents.
Total cash and cash equivalents were HK$78,124,000 (2013:
HK$37,911,000) which were mainly denominated in Hong
Kong Dollar, US Dollar and British Pound. While bank loans
were HK$411,126,000 (2013: HK$336,181,000) which were
mainly denominated in Hong Kong Dollar and Renminbi.
Other borrowings in respect of convertible notes, amounts
due to related companies and loan from a controlling
shareholder were approximately of HK$179,065,000
(2013: HK$202,666,000). The bank loans are secured by
first legal charges over the Group's investment property,
certain leasehold land and buildings, certain land use rights
and guaranteed by corporate guarantees executed by the
Company.

Among the total bank loan of HK$411,126,000 classified as
current liabilities, certain bank loans of HK$208,701,000 are
contractually due for repayment after twelve months from
the reporting date.

In line with the Group’s prudent financial management, the
Directors considered that the Group has sufficient working
capital to meet its operational requirements.

PLEDGE OF ASSETS

As of 30 June 2014, the Group's investment property, certain
leasehold land and buildings and land use rights with an
aggregate net carrying value of HK$600,579,000 (2013:
HK$564,334,000) were pledged to certain banks to secure
general banking facilities granted to the Group.
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CAPITAL STRUCTURE

All the Group's borrowings are denominated in Hong Kong
Dollar and Renminbi. Interest is determined on the basis of
Hong Kong Interbank Offering Rate or Prime Rate for Hong
Kong Dollar borrowings, and the benchmark lending rate
of the People’s Bank of China for Renminbi borrowings.
The Group also made use of foreign exchange forward
contracts in order to minimise exchange rate risk as a result
of fluctuation in British Pound. There was no change to the
Group's capital structure during the year ended 30 June
2014. In light of the current financial position of the Group
and provided there is no unforeseeable circumstance, the
management does not anticipate the need to change the
capital structure.

MATERIAL CONTRACTS

i) On 20 December 2013, Famous Key Holdings Limited
("Famous Key"), a company wholly-owned by Dr.
Chan Sing Chuk, Charles (“Dr. Chan"”) as lender
has issued a “Letter of Extension of the Indulgence
Period” to the Company, pursuant to which, Famous
Key agreed to further extend the repayment of a loan
in the principal amount of HK$58,170,000 from 30
September 2014 to 31 March 2017. Further details
of which are set out in note 32(b) to the consolidated
financial statements.

i) On 23 June 2014, the Company as Borrower has
entered into a supplemental agreement with Dr.
Chan as Lender in relation to the loan facility in the
amount of HK$90,000,000, whereby the maturity
date shall be further extended from 30 June 2015 to
30 September 2017.
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iii) On 23 June 2014, Henan Multi Resources Mining
Company Limited, a wholly-owned subsidiary of
the Company, as Borrower has entered into a
supplemental loan agreement with EM T EHEE
AiABMRAE], a related company to the Group, in
relation to a loan in the amount of RMB27,250,000
(equivalent to approximately to HK$34,313,000)
whereby the repayment date of the loan shall be
further extended from 31 May 2015 to 31 May 2017.

ADVANCE FROM A CONTROLLING SHAREHOLDER

As at 30 June 2014, the Company had outstanding loan
of HK$90,000,000 due to Dr. Chan. The loan is unsecured,
interest-bearing at 1.5% per annum and repayable on 30
September 2017.

Dr. Chan has advanced a loan in the amount of
RMB4,000,000 (equivalent to approximately HK$5,037,000)
to a wholly-owned subsidiary of the Company, the loan is
unsecured, interest-free and repayable on 25 October 2017.

As at 30 June 2014, an amount of HK$95,037,000 remains
outstanding owed by the Group to Dr. Chan.

CONTINGENT LIABILITIES

The Company has provided guarantees amounting to
HK$577,500,000 (2013: HK$528,381,000) with respect
to bank loans to its subsidiaries. A guarantee to the extent
of RMB235,000,000 (equivalent to approximately to
HK$295,912,000) (2013: RMB235,000,000 (equivalent to
approximately HK$295,066,000)) was given by the Company
in favour of a bank in respect of a term loan facility granted
to a subsidiary of a joint venture of the Company.
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CAPITAL COMMITMENTS

At 30 June 2014, the Group had outstanding capital
commitments of approximately HK$265,837,000
(2013: HK$304,165,000), which was mainly the capital
commitments for the properties under development classified
under investment property undertaken by the Group and a
joint venture attributable to the Group.

EVENTS AFTER THE REPORTING PERIOD

On 28 July 2014, Continental Jewellery (Mfg.) Limited, a
wholly-owned subsidiary of the Company, has entered into a
Sale and Purchase Agreement for the disposal of a property
at Unit P, 2/F, Kaiser Estate Phase 3, 11 Hok Yuen Street,
Hunghom, Kowloon at a consideration of approximately
HK$28,888,000. As the transaction was completed on 29
August 2014, gain or loss on disposal of such property has
not been recorded in the consolidated financial statements
for the year ended 30 June 2014.

On 28 August 2014, Master Gold Development Limited
("Master Gold"), a wholly-owned subsidiary of the Company,
as the Lender entered into a facility agreement with Wealth
Plus Developments Limited (“Wealth Plus”), a joint venture
of the Group as the borrower, for providing a facility up to
HK$78,000,000. The facility will be used as working capital
for the development of a commercial property in Shanghai.
The details of the facility agreement was set out in the
announcement of the Company dated 28 August 2014.
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NUMBER OF EMPLOYEES, REMUNERATION POLICIES
AND SHARE OPTION SCHEMES

The Group employs a total of approximately 1,035
employees with the majority in the PRC. The Group’s
remuneration to its employees is largely based on common
industrial practice. The Company has adopted a share option
scheme on 13 July 2010, under which, the Company may
grant options to eligible persons including directors and
employees. 30,000,000 share options were granted pursuant
to the scheme since its adoption and up to 30 June 2014.

As at 30 June 2014, 30,000,000 share options have
been granted to certain directors of the Company at an
exercise price of HK$0.138 each subject to the terms of the
Company'’s share option scheme. Subsequent to the year
end, 10,000,000 share options were granted to a director
of the Company at an exercise price of HK$0.121. No share
options have been exercised since the grant of the share
options. Details of movement of the share options are set out
below:

BREHE
Number of share options
R-F—-Zf§ R-ZF—ME
FHAH tA-H ~A=+H
REAER (R/R/#) T BRITEE b4 ] REANTE 2R i
Balance Exercised Balance
Date of Grant Exercisable Exercise Price asat 1 July during  asat 30 June
Name of Grantee (dd/mm/yyyy)  period per Share 2013 the Year 2014 Note
(&)
(HK$)
RELEE 19/06/2014 19/06/2014- 0.138 - - 10,000,000  FIEE1
Mr. Chan Wai Lap, Victor 18/06/2024 Note 1
BEML L 19/06/2014 19/06/2014- 0.138 - - 10,000,000  FIzH1
Ms. Chan Wai Kei, Vicki 18/06/2024 Note 1
EEEEE 19/06/2014 19/06/2014- 0.138 - - 10,000,000 PffEE1
Mr. Yam Tat Wing 18/06/2024 Note 1
BERAE 25/07/2014 25/07/2014- 0.121 - - - M
Mr. Wong Edward Gwon-hing 24/07/2024 Note 1
MHEE1 : BImBEARIEEI T Note 1: No share options have been exercised.
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Further details of which are set out in the announcements of
the Company dated 19 June 2014, 25 July 2014 and 28 July
2014.

Particulars of the Company'’s share option scheme are set out
in note 40 to the consolidated financial statements.

EXPOSURE TO FINANCIAL RISK AND RELATED
HEDGES

The Group utilises conservative strategies on its financial
risk management and the market risk had been kept to
minimum. With the exception of the UK subsidiaries, all
transactions and the borrowings of the Group are primarily
denominated in US Dollar, Hong Kong Dollar and Renminbi.
The risk of foreign exchange fluctuation is minimal. During
the year, the Group made use of foreign exchange forward
contracts in order to minimise exchange rate risk as a result
of fluctuation in British Pound. Management will continue
to monitor the foreign exchange risk exposure and will take
appropriate actions when necessary. During the year, the
Group has entered into certain foreign exchange forward
contracts.

ANNUAL GENERAL MEETING

The annual general meeting of the Company (the “AGM")
will be held on Tuesday, 2 December 2014 and the Notice
of AGM will be published and despatched in the manner
as required by the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”) in due course.
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CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement to attend and vote at
the AGM, the Register of Members of the Company will
be closed from Friday, 28 November 2014 to Tuesday, 2
December 2014, both days inclusive, during which period
no transfer of shares will be effected. In order to be eligible
to attend and vote at the AGM, all transfers accompanied
by the relevant share certificates must be lodged with the
Company'’s Share Registrar in Hong Kong, Computershare
Hong Kong Investor Services Limited at 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wan Chai, Hong Kong
for registration no later than 4:30 p.m. on Thursday, 27
November 2014.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to express my sincere
gratitude to the Group’s management and staff members
for their dedication and hard work, our customers for
their confidence and support for our products, and our
shareholders for their trust and support.

On behalf of the Board

Chan Sing Chuk, Charles
Chairman
Hong Kong, 29 September 2014
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Biographical details of the Directors and senior management
of the Group are set out as follows:

EXECUTIVE DIRECTORS

Dr. Chan Sing Chuk, Charles, BBS, JP, is the Chairman and
Founder of the Group. Dr. Chan is an Executive Director of
the Company and holds directorship in various subsidiaries
of the Company. He is responsible for strategic planning,
corporate development and investment of the Group.
Dr. Chan has over 50 years of experience in the jewellery
industry. He is currently the President of the Hong Kong
Jewellery & Jade Manufacturers Association; Honorary
Member of Diamond Federation of Hong Kong, China
Ltd.; Appointed Member and Institutional Advancement
and Outreach Committee Member of the University Court
of The HK University of Science & Technology; Member
of Product Promotion Programme Committee of the
HKTDC; Director of Hong Kong Energy and Minerals United
Association; as well as a member of other trade associations.
In community, charitable and political involvements, Dr.
Chan is the Permanent Honorary Director of Friends of Hong
Kong Association Ltd., and Member of The Association of
Chairmen of The Tung Wah Group of Hospitals. Dr. Chan
was appointed a committee member of the City of Jiangmen
Chinese People’s Political Consultative Conference since
2003; and the Founding President of Jiangmen Overseas
Chinese Enterprise Federation since 2006.

Ms. Cheng Siu Yin, Shirley, is the Managing Director and
Co-Founder of the Group. Ms. Cheng is an Executive Director
of the Company and holds directorship in various subsidiaries
of the Company. She is responsible for the daily operations,
financial management, corporate development, sales and
marketing as well as strategic planning of the Group. Ms.
Cheng has over 40 years of experience in the jewellery
industry and has been actively involved in the business
development of the Group since the beginning. Ms. Cheng
also plays an active role in the community, currently Director
of Zonta Club of Hong Kong (2014-2016), and Executive
Committee, Honorary Vice President and Council Member of
the Hong Kong Federation of Women. In addition, she was
awarded as one of the “100 Chinese Outstanding Women
Entrepreneurs” in 2006 and was a committee member of
the City of Jiangmen Chinese People’s Political Consultative
Conference. Ms. Cheng is the wife of Dr. Chan Sing Chuk,
Charles.
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Ms. Chan Wai Kei, Vicki, joined the Group in 1995. She
is an Executive Director of the Company and is responsible
for property development in Hong Kong, retail operation
and the business administration functions in the Group.
Ms. Chan graduated from University of California, Berkeley
with a Bachelor of Arts degree in Economics. Ms. Chan
is a Graduate Gemologist of the Gemological Institute of
America. She is Charter President of Zonta Club of Hong
Kong II, actively involved in the Zonta Community. She is the
daughter of Dr. Chan Sing Chuk, Charles.

Mr. Chan Wai Lap, Victor, joined the Group in 2000. He is
an Executive Director of the Company and currently manages
the daily operations of the Group activities. He is responsible
in various aspects of the Group such as sales and marketing,
product development and innovation, investment activities,
finance, as well as corporate and business development, etc.

Mr. Chan holds a number of public and honorary positions,
including as the President of Entrepreneurs’ Organization
(Hong Kong and China South Chapters); the Vice Chairman
of The Hong Kong Jewellery & Jade Manufacturers
Association; the Founding Chairman of the Youth Chapter
of the Hong Kong Young Industrialists Council; Member of
the Jewellery Advisory Committee of the Hong Kong Trade
Development Council; and the Executive Committee member
of Federation of Hong Kong Industries. He was appointed
as a committee member of the City of Jiangmen Chinese
People’s Political Consultative Conference since 2013. He is
also a Director of Hong Kong United Youth Association.

Prior to joining the Group, Mr. Chan had worked in both
banking and manufacturing industry for several years. He
has a Bachelor of Science degree with double majors in
Entrepreneurial Studies and Finance from Babson College in
Boston, Massachusetts. Mr. Chan is the son of Dr. Chan Sing
Chuk, Charles.
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Mr. Wong Edward Gwon-hing, joined the Group in 1998,
and was appointed as Executive Director of the Company
on 1 March 2014. He is also the General Manager of
Continental Jewellery (Mfg.) Limited. Mr. Wong has over
30 years experience in manufacturing, sales marketing and
management in jewellery industry. Mr. Wong is responsible
for overall development and management of Group's
jewellery business.

Mr. Yam Tat Wing, joined the Group in 2011 and was
appointed as Executive Director of the Company on 1
March 2014. He is also the General Manager — Business
Development and Mining of the Group and is responsible
for overseeing all mining and property investment operations
devising corporate strategy. Mr. Yam was educated up to
matriculation and he obtained a certificate in Personnel
Management from the Hong Kong Polytechnic (now known
as The Hong Kong Polytechnic University).

Prior to joining the Group, Mr. Yam had served in the Hong
Kong Police Force (the “Force”) for over 37 years, He was
previously Deputy Commissioner, Operations from January
2007 to March 2010. Mr. Yam has extensive experience in
leadership, public administration and crisis management.

During his career in the Force, Mr. Yam was awarded
the Silver Bauhinia Star Medal, Colonial Police Long
Service Medal with 3rd clasp, the Colonial Police Medal
for Meritorious Service, the Hong Kong Police Medal for
Distinguished Service and Chief Executives Commendation.
In August 2011, he was appointed an Affiliated Fellow of
Wu Yee Sun College of The Chinese University of Hong Kong
for a term of five years.



Annual Report 2014 “F ¥

Biographical Details of Directors and Senior Management s EEN S REEA S v BEHE

FHITES

FR%XE R-_ZT—ZTFtA+H
HEZTERIFENTEST -HAER
— NN\ ZERSAZRBAETS
BLaf - WR— AN NFERESHA
TRBMABTEELTEM FhAE
RS IXEHEER _T5K
BeoR—N\J\E - FEAEIERM
AFBERBERERAR ([RAE]) - R
—NMWAWEFZE—ANAAF FEE
EBRNAESEEBRARMAR -8
—NANFEELARKR FEEER
PEASHMARAR (AEZE
BB AR 2 B

BIAFHTES

K@ X% 4L BBS MBE: K F#+
RZEERFNA-+HBEZE
RENIERTESF - REER—F
A RBE=THAFEERKRES
B RERLEREEXB -BARE
BEEMEBEERXEE - KRTER
—REERQFZ TELRIN HEIR
Bk 2 EE B R RS RBUTT
Frz#AZEen=-1+F -HER
—NINFEEEBINETAIEE
FARAFEHT WERSBRFNITHRE
BRR_ZEZELFEREERAE

=,

BRmEEE R \F=At
REZERBYIFNTES RE
ERYREREBR=-+F&ER I
BoHEAREEER -REERS
KMRARZEIPARES BRE
ER—FENREMYREEERZNE
NCIPA-

NON-EXECUTIVE DIRECTOR

Mr. Fang Gang, was appointed as a Non-executive Director
on 15 July 2010. Mr. Fang obtained his Bachelor’'s Degree
from the School of Engineering, Xi'an Jiaotong University in
1982 and a Master's Degree from the School of Engineering,
Xi‘an Jiaotong University in 1988. He has over 20 years
experience in the metallurgical industry. In 1988, Mr. Fang
joined China Minmetals Corporation (“Minmetals”). From
1995 to 1999, Mr. Fang was with Minmetals Australia Pty
Limited. Commencing July 1999, Mr. Fang is the General
Manager of China National Metal Products Co Ltd, a wholly-
owned subsidiary of Minmetals.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yu Shiu Tin, Paul, BBS, MBE, JP was appointed as an
Independent Non-executive Director on 25 April 2005. Mr.
Yu is a businessman who has been actively engaged in the
construction business both in the public and private sectors
in Hong Kong for the last 35 years. He is a fellow member
of the Hong Kong Institute of Construction Managers. Other
than his working experience in managing a construction
company, he has also actively involved in the community
services of Hong Kong and has served several advisory
bodies of Hong Kong Government for over 30 years. He
was subsequently awarded as an unofficial Justice of the
Peace by the Hong Kong Government in the year 1989 and
awarded the Bronze Bauhinia Star by the Hong Kong Special
Administrative Region Government in the year 2007.

Mr. Chan Ping Kuen, Derek, was appointed as an
Independent Non-executive Director on 7 March 2008. Mr.
Chan has more than 30 years’ experience in logistics industry
and possess extensive experience in distribution. Mr. Chan
was a Founder and Director of various logistic companies. Mr.
Chan is a Director of a private company engaging in logistics
and forwarding.
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Mr. Sze Irons, JP was appointed as an Independent
Non-executive Director on 2 October 2008. Mr. Sze
graduated with a Bachelor’'s degree in Science from
University of Wisconsin-La Crosse, United States in 1985. Mr.
Sze has extensive experience in investment and corporate
management and is currently a Non-executive Director of
China Weaving Materials Holdings Limited (stock code:
3778), a Company listed on the Main Board of the Stock
Exchange of Hong Kong Limited (“Main Board”) and
an Executive Director of a private company, Hang Tung
Resources Holding Limited, and holds directorship in various
private companies. Mr. Sze is a member of the National
Committee and an executive member of the Beijing
Committee of the Chinese People’s Political Consultative
Conference, and currently the President of the Chinese
Manufacturers’ Association of Hong Kong. He is also elected
as a member of Election Committee of the Chief Executive of
the Hong Kong Special Administrative Region. Mr. Sze was
appointed the Justice of Peace by the Government of Hong
Kong Special Administrative Region in 2011.

Mr. Cheung Chi Fai, Frank, was appointed as an
Independent Non-executive Director and a member of
the Audit Committee of the Board on 7 April 2010. Mr.
Cheung is currently the Chief Financial Officer and Company
Secretary of China Weaving Materials Holdings Limited
(stock code: 3778), a Company listed on the Main Board. He
has over 20 years of experience in accounting, finance and
administration and has held senior positions in multinational
companies. He obtained his MBA from University of
Technology, Sydney, Australia and is an associate member of
the Hong Kong Institute of Certified Public Accountants and
a fellow member of the Association of Chartered Certified
Accountants.
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From March 2009 to July 2011, he was a part-time tutor
at the Open University of Hong Kong. From March 2004
to November 2007, Mr. Cheung was an Executive Director
of Sun Innovation Holdings Limited, a company listed
on the Stock Exchange, and was also the Chief Financial
Officer from March 2007 to February 2008. He was an
Independent Director of LJ International Inc., a company
listed on NASDAQ from June 2007 to October 2007.
From January 2001 to December 2003, Mr. Cheung was a
Director of e-Lux (Hong Kong) Limited, a subsidiary of e-Lux
Corporation, in charge of value-added telecommunications
services in Hong Kong, Taiwan and China.

SENIOR MANAGEMENT

Mr. Choi Wing Cheong, Eric (FGA, DGA, FGAHK), joined the
Group in 1987, is the Head of Group Operation. He has over
25 years of experience in application system implementation
and supply chain management in the jewellery industry.
He holds gemmologist qualification, and is a fellow of The
Gemmological Association of Great Britain, and professional
member of Gemmological Association of Hong Kong.
Currently, Mr. Choi oversees the daily operation, information
& technology, administration and human resources of the
Group. He is also in charge of the China retail operations and
the implementation of ISO Quality Management System.

Mr. Lee Yuk Keung, John, joined the Group in 1976,
is the Head of Operation of Continental Jewellery (Mfg.)
Limited. Mr. Lee has over 20 years of experience in
managing jewellery factories. He has extensive knowledge
in all production aspects as well as in logistic management.
Currently, he oversees the daily operations of the jewellery
factories in China.
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The Company is committed to maintaining a high standard
of corporate governance practices. The Board considers
shareholders can maximise their benefits from good
corporate governance.

The Appendix 14 to the Listing Rules set out the Corporate
Governance Code and Corporate Governance Report (the
“Code”) with effect from 1 April 2012. During the year
ended 30 June 2014, the Company has complied with the
Code, except for the deviations from Code Provisions A.2.1
and A.4.17 which are explained in the following relevant
paragraphs.

CORPORATE GOVERNANCE PRINCIPLES AND THE
COMPANY'S PRACTICES

A.1. The Board

An issuer should be headed by an effective board which
should assume responsibility for its leadership and control
and be collectively responsible for promoting its success by
directing and supervising its affairs. Directors should take
decisions objectively in the best interests of the issuer.

The board should regularly review the contribution required
from a director to perform his responsibilities to the issuer,
and whether he is spending sufficient time preforming them.
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BHUEBITRH
Meetings Attended / Held
—%-=%
ERZEE HMZEEE REZEE RE
- Ef g% g% BEXE
2013
Meetings of ~ Meetingof ~ Meeting of Annual
Board Audit Remuneration ~ Nomination General
= Director Meetings Committee Committee Committee Meeting
HITEE Executive Directors
REEE L o5 ATET Dr. Chan Sing Chuk, Charles, Bgs, Jp 44 - - 1n 1
g/t Ms. Cheng Siu Yin, Shirley 44 - 1n - 1
BREHTT Ms. Chan Wai Kei, Vicki 44 - - - 1
RELLE Mr. Chan Wai Lap, Victor 44 - - - 1
HEREE (RS -IF Mr. Wong Edward Gwon-hing 1”n - - - -
ZR—HZ%M) (appointed on 1 March 2014)
EEEEE (RS —IF Mr. Yam Tat Wing 1”n - - - -
ZR—HZ%MI) (appointed on 1 March 2014)
HHTEE Non-executive Director
HRlEE Mr. Fang Gang 174 - - - 1n
BUIFRITEE Independent Non-executive Directors
KRR  8es MBE AF4+  Mr. Yu Shiu Tin, Paul, BBS, MBE, Jp 44 20 17 - 17
B Mr. Chan Ping Kuen, Derek 44 20 7 1 1n
MBEERAE ATt Mr. Sze Irons, Jp 3/4 12 01 - 1
REBLAE Mr. Cheung Chi Fai, Frank 44 22 - 17 1N
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Directors are consulted to include matters in the agenda for
regular Board meetings.

Dates of regular Board meetings are scheduled at least
14 days in advance to provide sufficient notice to give all
Directors an opportunity to attend. For all other Board
meetings, reasonable notice will be given.

Minutes of the Board meetings and the Board Committee
meetings are duly kept and such minutes are open for
inspection at any reasonable time on reasonable notice by
any Director.

Minutes of the Board meetings and Board Committee
meetings have recorded in sufficient detail the matters
considered and decisions reached, including any concerns
raised by Directors or dissenting views expressed. Draft and
final versions of minutes are sent to all Directors for their
comment and records respectively.

Should Directors need independent professional advice, the
Board will appoint professional advisors to render the advice.
The costs associated with such professional services will be
borne by the Company.

According to the current Board practice, any material
transaction, which involves a conflict of interest for a
substantial shareholder or a Director, will be considered and
dealt with by the Board at a duly convened Board meeting.
Independent Non-executive Directors who have no material
interest in the transaction will be present at such Board
meeting.

The Company has arranged Directors and Officers Liability
Insurance for the Directors and Officers of the Company.
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A.2. Chairman and Chief Executive

There are two key aspects of the management of every
issuer — the management of the board and the day-to-day
management of business. There should be a clear division
of these responsibilities to ensure a balance of power and
authority, so that power is not concentrated in any one
individual.

Code Provision A.2.1 provides that the roles of Chairman and
Chief Executive Officer should be separate and should not be
performed by the same individual.

Dr. Chan Sing Chuk, Charles (“Dr. Chan") is the Chairman of
the Company. Dr. Chan oversees the direction of the Group
and also provides leadership for the Board. He ensures that
the Board works effectively and discharges its responsibilities,
and that all key and appropriate issues are discussed by the
Board in a timely manner. Dr. Chan is also responsible to
ensure that all Directors are properly briefed on issues arising
at Board meetings and that all Directors receive adequate
information, which must be complete and reliable, in a timely
manner. Dr. Chan is the husband of Ms. Cheng Siu Yin,
Shirley ("Ms. Cheng”).

Ms. Cheng is the Managing Director of the Company. She is
responsible for day-to-day management and the marketing
activities of the Group. Ms. Cheng is the wife of Dr. Chan.

Although the Company does not have a post for Chief
Executive Officer, the Board considers that there is adequate
segregation of duties within the Board to ensure a balance of
power and authority.
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A.3. Board Composition

The board should have a balance of skills, experience and
diversity of perspectives appropriate for the requirements
of the issuer’s business. It should ensure that changes to its
composition can be managed without undue disruption.
It should include a balanced composition of executive and
non-executive directors (including independent non-executive
directors) so that there is a strong independent element
on the board, which can effectively exercise independent
judgement. Non-executive directors should be of sufficient
calibre and number for their views to carry weight.

As at 30 June 2014, the Board comprises six Executive
Directors, namely Dr. Chan, Ms. Cheng, Ms. Chan Wai Kei,
Vicki, Mr. Chan Wai Lap, Victor, Mr. Wong Edward Gwon-
hing and Mr. Yam Tat Wing; Mr. Fang Gang as Non-executive
Director; four Independent Non-executive Directors, namely
Mr. Yu Shiu Tin, Paul, Mr. Chan Ping Kuen, Derek, Mr.
Sze Irons and Mr. Cheung Chi Fai, Frank. All Directors are
expressly identified by categories of Executive Directors,
Non-executive Director and Independent Non-executive
Directors, in all corporate communications that disclose the
names of Directors of the Company.

Dr. Chan is the husband of Ms. Cheng and Ms. Chan Wai
Kei, Vicki and Mr. Chan Wai Lap, Victor are the daughter and
son, respectively, of Dr. Chan and Ms. Cheng. Ms. Chan Wai
Kei, Vicki is the sister of Mr. Chan Wai Lap, Victor.

Biographies which include relationships of Directors are
set out in pages 20 to 25 of the annual report, which
demonstrate a diversity of skills, expertise, experience and
qualifications among members of the Board.

A list containing the names of the Directors and their roles
and functions is published on the websites of the Stock
Exchange and the Company at www.continental.com.hk.
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A.4. Appointment, Re-election and Removal

There should be a formal, considered and transparent
procedure for the appointment of new directors. There
should be plans in place for orderly succession for
appointments. All directors should be subject to re-election at
regular intervals. An issuer must explain the reasons for the
resignation or removal of any director.

Code Provision A.4.1 provides that Non-executive Directors
should be appointed for a specific term, subject to
re-election.

Non-executive Directors and Independent Non-executive
Directors of the Company do not have a specific term of
appointment but are subject to retirement by rotation and re-
election at the Company’s Annual General Meeting at least
once every three years in accordance with articles 115(A) and
115(D) of the Articles of Association of the Company. The
Board considers that the deviation from Code Provision A.4.1
is not material as Non-executive Directors are subjected to
retirement by rotation at least once in every three years and
re-election.

The appointment of a new Director is made on the
recommendation by the Nomination Committee of the
Company or by shareholders in a general meeting. The
nomination procedures by shareholders are published on the
website of the Company at www.continental.com.hk. Any
Director who is appointed by the Board shall hold office only
until the first general meeting after their appointment, and
shall be subject to re-election by shareholders. All candidates
must be able to meet the standards as set forth in Rules
3.08 and 3.09 of the Listing Rules. A candidate who is to
be appointed as an Independent Non-executive Director
should also meet the independent criteria set out in Rules
3.13 of the Listing Rules. To further enhance accountability
under code provision A.4.3, any further re-appointment of
an Independent Non-executive Director who has served the
Company’s Board for more than nine years will be subject
to a separate resolution to be approved by shareholders. Re-
election of Mr. Yu Shiu Tin, Paul as an Independent Non-
executive Director shall be subject to shareholders’ approval
in accordance with Code Provision A.4.3 since his term of
service has been over nine years.
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A.5. Nomination Committee

The Company has established a Nomination Committee,
with written terms of reference as set out in the Code
Provisions A.5.2 (a) to (d) and are published on the websites
of the Stock Exchange and the Company. The Nomination
Committee is responsible for formulating nomination policy,
and making recommendations to the Board on nomination
and appointment of Directors and Board succession.
The Committee will also review the size, structure and
composition of the Board. The Committee is provided with
sufficient resources enabling it to perform its duties.

The Company recognizes and embraces the benefits
of having a diverse Board to enhance the quality of its
performance. 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, 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.

A majority of the members of the Nomination Committee
are Independent Non-executive Directors. The Committee is
chaired by Dr. Chan. The other members are Mr. Chan Ping
Kuen, Derek and Mr. Cheung Chi Fai, Frank.

A.6. Responsibilities of Directors

Every director must always know his responsibilities as a
director of an issuer and its conduct, business activities and
development. Given the essential unitary nature of the board,
non-executive directors have the same duties of care and skill
and fiduciary duties as executive directors.

Every newly appointed Director of the Company is ensured
to have a proper understanding of the operations and
business of the Group and that he/she is fully aware of his/
her responsibilities under statue and common law, the Listing
Rules, applicable legal and regulatory requirements and the
business governance policies of the Group. The Company
arranged an induction with Mr. Wong Edward Gwon-hing
and Mr. Yam Tat Wing on their appointment as Directors of
the Company. The Directors are continually updated with
legal and regulatory developments, business and strategic
development of the Group to enable the discharge of their
responsibilities.
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BEEREBE_T—HFA=T The individual training record of each Director for the year
A IEFE 25 2 R 50 8 a0 ended 30 June 2014 is as follows:
T
REM R
FREE®N
BEHER H
HERTE FATAH
Reading

materials/

regulatory

updates*/

Attending Attending
= Directors seminar induction
HITEE Executive Directors
PREEZIHE L - BBS AT ML Dr. Chan Sing Chuk, Charles, BBs, JP v
BB/t Ms. Cheng Siu Yin, Shirley v
PREHE L+ Ms. Chan Wai Kei, Vicki v/

PR1E S Mr. Chan Wai Lap, Victor v

\mEREEE Mr. Wong Edward Gwon-hing v v

FEEREE Mr. Yam Tat Wing v v

FHITEE Non-executive Director

el Pt Mr. Fang Gang v

BIIPITEE Independent Non-executive Directors

IR A ST 0 BBS MBE - AF4+  Mr. Yu Shiu Tin, Paul, BBS, MBE, JP v/

ok A 5 A Mr. Chan Ping Kuen, Derek v

MESRIE A - A mt Mr. Sze lIrons, Jp v

oR RSB S A Mr. Cheung Chi Fai, Frank v/

# MEEHECEE AT R IEME # Reading materials concerning latest developments in
R OEEREEERE MK corporate governance practices, relevant legal and regulatory

developments.
BEFHERBREZZEREREZR At each Director’s first appointment and subsequent
REEZFERAARREEERAR reappointment, the Director is required to disclose to

NRISAEBETRUNEE RS the Company the number and nature of offices held in
A Be H M B R AHE - DA KPS B &Y public companies or organizations and other significant

RFE- BB RBERARAERMN commitments as well as the time involved. The Directors are
W ERIVEBMARA also required to notify the Company whenever there are

changes to the offices and commitments already disclosed.
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The Independent Non-executive Directors of the Company
are highly skilled professionals with expertise and experience
in the field of accounting, financial management and
business. All Independent Non-executive Directors take
an active role in Board meetings to bring in independent
judgement to bear on issues of strategy, policy, performance,
accountability, resources, key appointments and standards
of conducts. They scrutinize the Company’s performance
in achieving agreed corporate goals and objectives, and
monitor the reporting of performance. They also take the
lead where potential conflicts of interest arise and serve
the Audit, Remuneration and Nomination Committees.
The Company has received written confirmation from
all the Independent Non-executive Directors concerning
their independence. The Board considers all of them are
independent.

Every Director is aware that he/she should give sufficient time
and attention to the affairs of the Company.

Under the Code Provision A.6.7, Independent Non-executive
Directors and Non-executive Directors should also attend
general meetings and develop a balanced understanding of
the views of shareholders. All the Directors have attended
the 2013 AGM.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (“Model Code") as
set out in Appendix 10 to the Listing Rules as its own code
of conduct regarding securities transaction by Directors of
the Company. The Company has made specific enquiry with
all Directors and all of them have confirmed that they have
complied with the required standards as set out in the Model
Code during the year ended 30 June 2014.
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A.7. Supply of and Access to Information

Directors should be provided in a timely manner with
appropriate information in the form and quality to enable
them to make an informed decision and perform their duties
and responsibilities.

In respect of regular Board meetings, and so far as
practicable in all other cases, an agenda and accompanying
Board papers are sent in full to all Directors in a timely
manner and at least 3 days before the intended date of a
Board or Board Committee meeting.

Management is regularly reminded by the Company
Secretary that they have an obligation to supply the Board
and Board Committees with adequate information in a
timely manner to enable it to make informed decisions. The
information supplied must be complete and reliable. The
Board and each Director shall have separate and independent
access to the Company’s senior management.

All Directors are entitled to have access to Board papers,
minutes and related materials. Where queries are raised by
Directors, steps are taken to respond as promptly and fully as
possible.
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B.1. The Level and Make-up of Remuneration and Disclosure

An issuer should disclose its directors’ remuneration policy
and other remuneration related matters. The procedure
for setting policy on executive directors’ remuneration and
all directors” remuneration packages should be formal and
transparent. Remuneration levels should be sufficient to
attract and retain directors to run the company successfully
without paying more than necessary. No director should be
involved in deciding his own remuneration.

The Company has established a Remuneration Committee
with specific written terms of reference as set out in Code
Provisions B.1.2 (a) to (h) of the Code. The Remuneration
Committee, with delegated responsibility, is responsible
for annually reviewing the existing remuneration policy
including the remuneration packages of individual Executive
Directors and senior management whereas the Board as a
whole is responsible for determining the remuneration of
Non-executive Directors with recommendations from the
Remuneration Committee, if any. Terms of reference of the
Remuneration Committee are published on the websites of
the Stock Exchange and the Company.

A majority of the members of the Remuneration Committee
are Independent Non-executive Directors. This Committee is
chaired by Mr. Yu Shiu Tin, Paul. The other members are Ms.
Cheng, Mr. Chan Ping Kuen, Derek and Mr. Sze Irons.

The Remuneration Committee met once during the year
ended 30 June 2014 to discuss remuneration related matters
and review the remuneration policy of the Group.

The emoluments of the senior management by band for the
year ended 30 June 2014 is set out below:

AB
Hr B 2H A1) Number of persons
Emolument bands 2014 2013
£ 21,000,000% 7T Nil to HK$1,000,000 3 2
1,000,001 7. £ 1,500,000 7C  HK$1,000,001 to HK$1,500,000 1 1
1,500,00178 70 £2,000,000/8 7 HK$1,500,001 to HK$2,000,000 - -
2,000,0017%7C 22,500,000/ 7L HK$2,000,001 to HK$2,500,000 - 1
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Further particulars regarding Directors’ emoluments as
required to be disclosed pursuant to Appendix 16 to the
Listing Rules are set out in note 14 to the consolidated
financial statements.

The Remuneration Committee is provided with sufficient
resources, including access to independent professional
advice, to perform its duties if considered necessary.

C.1. Financial Reporting

The board should present a balanced, clear and
comprehensible assessment of the company’s performance,
position and prospects.

Management has provided sufficient explanation and
information to the Board as would enable the Board to
make an informed assessment of the financial and other
information put before the Board for approval.

The Directors acknowledge their responsibilities for keeping
proper accounting records and preparing consolidated
financial statements of each financial period, which shall
give a true and fair view of the state of affairs of the Group
and of the results and cash flow for that period. In preparing
the consolidated financial statements for the year ended
30 June 2014, the Directors have made judgements and
estimates that are prudent and reasonable, and prepared the
consolidated financial statements on a going concern basis.

A statement by the auditor about its responsibilities is
included in the Independent Auditor’'s Report on pages 56 to
58 of the annual report for the year ended 30 June 2014.

For the basis on which the Group generates or preserves
values over the longer term and the strategy for delivering
objectives, please refer to page 5 under Corporate Profile
and pages 7 to 19 under Chairman'’s Statement.
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The Board’s responsibility to present a balanced, clear and
understandable assessment extend to annual and interim
reports, other price-sensitive announcements and other
financial disclosures required under the Listing Rules, and
reports to regulators as well as information required to be
disclosed pursuant to statutory requirements.

C.2. Internal Controls

The board should ensure that the issuer maintains sound
and effective internal controls to safeguard shareholders’
investment and the issuer’s assets.

The Board has through the Audit Committee reviewed
the effectiveness of the Group's internal control system.
The Board requires management to establish and maintain
sound and effective internal controls. Evaluation of the
Group's internal controls covering financial, operational and
compliance controls and risk management functions had
been done on an ad hoc basis. Review of internal controls on
different systems will be done on a systematic rotational basis
based on the risk assessments of the operations and controls.
The Board has confirmed that there was no significant
weakness and area of improvement have been identified and
appropriate measures taken.

C.3. Audit Committee

The board should establish formal and transparent
arrangements to consider how it will apply the financial
reporting and internal control principles and maintain an
appropriate relationship with the issuer’s auditor. The audit
committee established under the Listing Rules should have
clear terms of reference.

The Company has established an Audit Committee with
specific written terms of reference which states clearly
with its authority and duties. The terms of reference of the
Audit Committee have included the duties set out in Code
Provisions C.3.3 (a) to (n) of the Code, with appropriate
modifications where necessary. The revised terms of
reference setting out the Audit Committee’s authority and its
duties and responsibilities are published on the websites of
the Stock Exchange and the Company.
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As set out in the terms of reference, the Audit Committee
is responsible for reviewing the financial reporting system
and internal control procedures, annual report, financial
statements and interim report. As required by Code Provision
C.3.7, the Audit Committee would review arrangements for
employees to raise concerns about possible improprieties
in financial reporting, internal control or other matters. The
Audit Committee would ensure that proper arrangements
are in place for fair and independent investigation of these
matters and for appropriate follow up action and acting as
the key representation body for overseeing the Company’s
relations with the external auditor.

The Audit Committee comprises four Independent Non-
executive Directors of the Company and is chaired by Mr.
Cheung Chi Fai, Frank. The Audit Committee meet with
external auditor at least twice a year.

All issues raised by the Audit Committee have been
addressed by management. The work and findings of the
Audit Committee have been reported to the Board. During
the year, no issues brought to the attention of management
and the Board were of sufficient importance to require
disclosure in the Annual Report.

The Board agrees with the Audit Committee’s proposal
for the re-appointment of BDO Limited as the Company’s
independent auditor for the year ended 30 June 2014,

For the year ended 30 June 2014, save as the auditor’s
remuneration as disclosed in note 8 to the consolidated
financial statements, the Group has paid approximately
HK$6,000 in relation to the non-audit services (including
other reporting services).

Full minutes of Audit Committee meetings are kept by the
Company Secretary. Draft and final versions of minutes
of the Audit Committee meetings are sent to all Audit
Committee members for their comments and records, within
a reasonable time after the meeting.
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The Audit Committee does not have a former partner of the
Company's existing auditor.

The Audit Committee is provided with sufficient resources,
including the advice of independent auditor, to perform its
duties.

D.1. Management Functions

An issuer should have a formal schedule of matters
specifically reserved for board approval. The board should
give clear directions to management on the matters that
must be approved by it before decisions are made on issuer’s
behalf.

The Board is responsible for formulating overall strategy,
monitoring and controlling the performance of the Group
whilst managing the Group's business is the responsibility of
the management.

When the Board delegates aspects of its management and
administration functions to the management, it has given
clear directions as to the powers of the management, in
particular, where management shall report back and obtain
prior approval from the Board before making decisions or
entering into any commitments on behalf of the Company.

The Company has established schedules of matters reserved
to the Board for Decision. The Board shall review those
arrangements periodically to ensure that they remain
appropriate to the needs of the Group.

D.2. Board Committees
Board committees should be formed with specific written

terms of reference which deal clearly with their authority and
duties.
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The Board has established an Audit Committee (particulars
are disclosed under C.3), a Remuneration Committee
(particulars are disclosed under B.1) and a Nomination
Committee (particulars are disclosed under A.5). Where
Board Committees are established to deal with matters, the
Board shall give them sufficiently clear terms of reference
to enable them to perform their functions properly. The
terms of reference of Board Committees shall require such
Committees to report back to the Board on their decisions
or recommendations, unless there are legal or regulatory
restrictions on their ability to do so.

D.3. Corporate Governance Functions

No corporate governance committee has been established
and the Board is responsible for performing the corporate
governance functions such as developing and reviewing
the Company’s policies, practices on corporate governance,
training and continuous professional development of
Directors and senior management, the Company’s policies
and practices on compliance with legal and regulatory
requirements etc. During the year ended 30 June 2014, the
Board has reviewed the Company’s policies and practices on
corporate governance.

E.1. Effective Communication

The board should be responsible for maintaining an on-going
dialogue with shareholders and in particular, use annual
general meetings or other general meetings to communicate
with them and encourage their participation.

At the 2013 AGM, a separate resolution was proposed by
the Chairman in respect of each separate issue, including the
re-elections of Directors. The attendance records at Board
meetings, Board Committee meetings and 2013 AGM are
disclosed on page 27.



N

Corporate Governance Report m (¥ E RS

ARRBRBFRG SEABKR
BB ER—EAEX2RBE-RIEIE
Pl E=2SXTRNEFEETNER
e m X /F A RINS B &

IR BB F K g B EBIRIER - &
RBERBFAE LERRERE
N ARAERZEHRRER
BT RIZRIE - AR RIRE R A AL

www.continental.com.hk » FI| & H &
FRAPBREENS WBRE AF
REMEB@ARRER -AQF A
HNARE TR AR RN I OB 2 AT A8
Ul N AR B A uh o R 1R <P AR S
E13f|7,< HERRBFREMmE A
Tﬁ%ﬁkﬁﬁ‘\ﬁﬁ%ﬂﬁl Z > R20fE
EEAMBEBEEBA-

E2. URFEFAKRR

?éf?AF%{%&%¥ﬂ¥LAT2mEﬁ
ETRORNFARET -

BiE FHAEBIE13.394) BT B
FREMERTE B EEEBIET
FITHEENRZEREARFHIAE
FON R ARE L FTARERG A
BEHFARR

MEBAFRESTEHRRERAFK
SHRERFARBETRAZE
o

BRRBAFREERE BEERG
RIRFRBEFRE% 2 &% B TIEH
REERGREEMBR AR 24
ub & #8 ik www.continental.com.hk

ko

The Company’s AGM is one of the principal channels
of communication with its shareholders. It has been the
practice, the Chairman of the Board and the Chairmen of
the Board Committees, together with the external auditor,
shall attend the AGM to answer questions of shareholders.
Apart from the direct interaction with the shareholders at the
AGM, the Company has established different communication
channels with its shareholders. We maintain a corporate
website www.continental.com.hk to publish our final and
interim results announcements, financial reports, public
announcements and other relevant shareholder information.
The announcements and the Articles of Association of
the Company are published on the websites of the Stock
Exchange and the Company. Pursuant to Code Provision
E.1.3, the Company arranges for the notice for AGM to be
sent to shareholders at least 20 clear business days before
the meeting.

E.2. Voting by Poll

The issuer should ensure that shareholders are familiar with
the detailed procedures for conducting a poll.

All the resolutions put to the vote of a general meeting
will be taken by poll, except the Chairman decides to
allow a resolution which relates purely to a procedural or
administrative matter to be voted on by a show of hands,
pursuant to the requirement under Rule 13.39(4) of the
Listing Rules.

The Chairman of the AGM will explain the detailed
procedures for conducting a poll at the commencement of
the AGM.

After the conclusion of the AGM, the poll results will be
published on the websites of Hong Kong Exchanges and
Clearing Limited and at the website www.continental.com.hk
on the business day following the AGM.
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F. Company Secretary

The company secretary plays an important roles in supporting
the board by ensuring good information flow within the
board and that board policy and procedures are followed.
The company secretary is responsible for advising the
board through the chairman and/or the chief executive on
governance matters and should also facilitate induction and
professional development of directors.

The Company Secretary is an employee of the Company
and has day-to-day knowledge of the Company's affairs.
The Company Secretary reports to the Chairman and his
appointment and removal is subject to Board approval. The
Company Secretary is accountable to the Board for matters
relating to Director’'s duties, such as by giving advice on
corporate governance development and facilitating the
professional development program of Directors. All Directors
have access to the advice and service of the Company
Secretary to ensure that Board procedures, and all applicable
law, rules and regulations, are followed. During the fiscal
year 2014, the Company Secretary has taken no less than 15
hours of relevant professional training.

Shareholders’ Rights

Pursuant to the Hong Kong Companies Ordinance,
shareholders of the Company representing at least 5% of
the total voting rights may call for an extraordinary general
meeting and put forward agenda items by sending a
written request to the Company Secretary at the Company's
registered office. Shareholders of the Company representing
at least 2.5% of the total voting rights of all the shareholders
who have a right to vote or at least 50 members who have a
right to vote on the resolution of the annual general meeting
to which the requests relate, may put forward proposal
for consideration at a general meeting of the Company
by sending a written request to the Company Secretary
at the Company’s registered office. Procedures on how
shareholders can propose a person for election as a Director
are available at the Company’s website for shareholders’
information.
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Shareholders may send their enquiries by addressing them
to the Company Secretary by post to the registered office of
the Company. Shareholders’ enquiries and concerns, where
appropriate, will be forwarded to and answered by the Board
or relevant Board Committees.

Investor Relations

There were no significant changes in the Company’s Articles
of Association during the year.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules as its own code of conduct
regarding securities transaction by Directors of the Company.

The Company has made specific enquiry with all Directors
and all of them have confirmed that they have complied with
the required standards as set out in the Model Code during
the year ended 30 June 2014.
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The Directors are pleased to present their report together
with the audited consolidated financial statements of the
Company and the Group for the year ended 30 June 2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
The principal activities of its principal subsidiaries are set out
in note 19 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The Group's profit for the year ended 30 June 2014 and the
state of affairs of the Company and of the Group at that
date are set out in the consolidated financial statements on
pages 59 to 242.

The Directors do not recommend the payment of any
dividend in respect of the year ended 30 June 2014.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and
equipment of the Group are set out in note 15 to the
consolidated financial statements.

INVESTMENT PROPERTY

Details of the movements in the investment property of the
Group are set out in note 17 to the consolidated financial
statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
sold or redeemed any of the Company’s listed securities
during the year.
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SHARE CAPITAL AND CONVERTIBLE NOTE

Details of movements in the Company’s share capital and
convertible note during the year are set out in notes 38 and
35 to the consolidated financial statements respectively.

RESERVES

Details of the movements in the reserves of the Company
and the Group during the year are set out in note 39 to the
consolidated financial statements and in the consolidated
statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

At 30 June 2014, the Company’s reserves available
for distribution amounted to HK$189,389,000 (2013:
HK$175,425,000).

FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of
the Group for the last five financial years is set out on page
244,

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions
totaling HK$137,000.
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MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for 59% of the total sales for the year
and sales to the largest customer included therein amounted
to 29%. The largest supplier and the five largest suppliers
accounted for 37% and 77%, respectively, of the Group’s
total purchases for the year.

As far as the Directors of the Company are aware, neither
the Directors, their respective associates nor any shareholders
(which, to the best knowledge of the Directors, own more
than 5% of the Company's issued share capital) had any
beneficial interest in the Group’s five largest customers and
suppliers.

DIRECTORS

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

Executive Directors:
Dr. Chan Sing Chuk, Charles, BBS, JP (Chairman)
Ms. Cheng Siu Yin, Shirley (Managing Director)
Ms. Chan Wai Kei, Vicki
Mr. Chan Wai Lap, Victor
Mr. Wong Edward Gwon-hing
(appointed on 1 March 2014)
Mr. Yam Tat Wing
(appointed on 1 March 2014)

Non-executive Director:
Mr. Fang Gang

Independent Non-executive Directors:
Mr. Yu Shiu Tin, Paul, BBS, MBE, JP

Mr. Chan Ping Kuen, Derek

Mr. Sze Irons, JP

Mr. Cheung Chi Fai, Frank
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In accordance with Articles 109, 115(A) and 115(D) of the
Articles of Association, Mr. Wong Edward Gown-hing, Mr.
Yam Tat Wing, Ms. Chan Wai Kei, Vicki, Mr. Yu Shiu Tin, Paul
and Mr. Sze Irons shall retire from office by rotation and all of
them are eligible for re-election at the AGM.

Each of the four Independent Non-executive Directors has
submitted written confirmation in respect of the factors
set out in Rule 3.13 of the Listing Rules concerning his
independence. The Board considers each of the four
Independent Non-executive Directors to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the Directors of the Company and the
senior management of the Group are set out on pages 20 to
25 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

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

SHARE OPTION SCHEME

Details of the share option scheme of the Company are set
out on page 208 and in note 40 to the consolidated financial
statements.
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DISCLOSURE PURSUANT TO RULE 13.51B(1) OF
THE LISTING RULES

The remuneration package of the following directors
have been revised after taking consideration of their
responsibilities and the prevailing market rates:

- with effect from 1 January 2014, the monthly
remuneration of Ms. Cheng Siu Yin, Shirley, Ms.
Chan Wai Kei, Vicki and Mr. Chan Wai Lap, Victor
have been revised to HK$185,000, HK$83,500 and
HK$144,000 respectively.

DIRECTORS' INTERESTS IN CONTRACTS

Save as disclosed in notes to the consolidated financial
statements, no Director had a material interest in any
contract of significance to the business of the Group to
which the Company or any of its subsidiaries was a party at
any time during the year.

DIRECTORS' INTERESTS IN COMPETING BUSINESS

Pursuant to Rule 8.10 of the Listing Rules of The Stock
Exchange of Hong Kong Limited, the Interests of Directors
of the Company in businesses which might compete with
the Group during the year ended 30 June 2014 and as at 30
June 2014 were as follows:

Dr. Chan, Director of the Company, has held interest and
directorship in companies engaged in the same businesses
of gold mining activities in Sichuan Province of the PRC and
Indonesia. Although some of the businesses carried out by
these companies are similar to those of the Group, they are
of different scale and at different locations. Therefore, the
Board is of the view that the businesses of those companies
did not compete with the businesses of the Group.

MANAGEMENT CONTRACTS

No contracts concerning the management and
administration of the whole or any substantial part of the
business of the Group were entered into or in existence
during the year.
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DIRECTORS' INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 June 2014, the interests and short positions of the
Directors and their associates in the shares, underlying shares
and debentures of the Company or any of its associated
corporations within the meaning of Part XV of the Securities
and Futures Ordinance (the “SFO") as recorded in the
register maintained by the Company under Section 352 of
Part XV 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 set out below:

AR
g#f
FARAZEERYA BRAER
Number of ordinary shares of the Company Percentage of
AR NEER RiEEE HEER the Company’ s
Personal Corporate Family Underlying @it issued share
BEEpA Name of Directors interest interest interest interest Total capital
BEE Chan Sing Chuk, Charles - 5,063,395,220 - - 5,063,395,220 99.08%
(FEE1) (Note 1)
B Cheng Siu Yin, Shirley - 5063395220 - - 5,063,395,220 99.08%
(FEE1) (Note 1)
RImE Chan Ping Kuen, Derek 200,000 - - - 200,000 0.004%
REY Chan Wai Lap, Victor 2,700,000 - - 10,000,000 12,700,000 0.249%
(Mi32) (Note 2)
REH” Chan Wai Ke, Vicki - - - 10,000,000 10,000,000 0.196%
(Mi32) (Note 2)
53 Yam Tat Wing - - 1,000,000 10,000,000 11,000,000 0.215%

(F13E3) (Note 3)  (F3E2) (Note 2)
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(continued)
fEEE
(A288)
YNGR E
& A &= Debenture
Personal (principal amount)
EEnA Name of Directors interest Corporate interest
FET
HK$'000
fREE = Chan Sing Chuk, Charles - 325,000
(Ff7E4) (Note 4)
/)N 3 Cheng Siu Yin, Shirley - 325,000
(FF7E4) (Note 4)
BIeE1 - sZ S RE 25 /A (i)BR 18 £ 82 2 /) Note 1: Such interests are held as to (i) 3,352,868,910 shares by Tamar
HRLLT2EHRBZ XA A Investments Group Limited (“Tamar Investments”), which is a
Tamar Investments Group Limited company wholly-owned by Dr. Chan and Ms. Cheng Siu Yin,
([Tamar Investments | )# A& Shirley and (i) 1,710,526,310 shares by Tamar Investments
3,352,868,910%A% 17 * X (ii) Tamar represent interest in the conversion shares under the convertible
Investments¥¥ 5 1,710,526,3100% note issued to Tamar Investments on 12 October 2011. Dr.
& EARZT—F+A+= Chan and Ms. Cheng Siu Yin, Shirley, both being Directors of
H 277 F Tamar Investments Z A #2 the Company, are the Directors of Tamar Investments.
I& =R H A HAR A () 2 s o AR
NAEEREBETRE/NFL T A
Tamar InvestmentsZ 2 % o
Mz - 2SR IEETER 2 BREY Note 2: These interests represented the interests in underlying shares
Nz AR RIMRBARR D #E a of the Company in respect of share options granted to the
Directors.
Bi3E3 : 521,000,0008% 3% 10 RN TE =1 Note 3: The 1,000,000 shares were held by Ms. Chan Siu Ying, Agnes,
EREE BRI L A - who is the spouse of Mr. Yam Tat Wing, an executive Director.
M54 : 2R A Tamar Investments AT Note 4: Such interest is held by Tamar Investments in the convertible

#£Big Bonus Limited & H i & 2 7]
WEEER=E—F+A+=
H 3172 A % % /R325,000,000
BT R EE A - Tamar
Investmentses (R 18 + f2 Z0 /N3 &
+2&%A (1R ) -

note in HK$325,000,000 principal amount (issued on 12
October 2011 under the acquisition of Big Bonus Limited and
its subsidiaries). Tamar Investments is wholly-owned by Dr. Chan
and Ms. Cheng Siu Yin, Shirley as referred in Note 1.
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DIRECTORS' INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

(continued)

Except as disclosed above, at the reporting date, none of
the Directors or their respective associates had any personal,
family, corporate or other interests or short positions in the
shares, underlying shares and debentures of the Company or
any of its associated corporations as recorded in the register
required to be kept by the Company under Section 352 of
Part XV of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in note 40 to the consolidated financial
statements, no time during the year were the rights to
acquire benefits by means of the acquisition of shares in or
debentures of the Company granted to any Director or their
respective spouse or children under 18 years of age, or were
any such rights exercised by them; or was the Company or
any of its subsidiaries a party to any arrangement to enable
the Directors or their respective spouse or children under 18
years of age to acquire such rights in any other corporate.

SUBSTANTIAL SHAREHOLDERS

At 30 June 2014, no person, other than Dr. Chan and Ms.
Cheng Siu Yin, Shirley, whose interests are set out in the
section “Directors’ interests and short positions in shares,
underlying shares and debentures” above, had registered
an interest in 5% or more of the issued share capital of the
Company that was required to be recorded pursuant to
Section 336 of the SFO.
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CONTINUING DISCLOSURE REQUIREMENTS
UNDER 13.20 AND 13.22 OF THE LISTING RULES
IN RELATION TO FINANCIAL ASSISTANCE TO
AFFILIATED COMPANIES

Based on the disclosure obligations under Rules 13.20 and
13.22 of the Listing Rules, the financial assistance, which
was made by the Group, continued to exist as at 30 June
2014. The financial assistance, in aggregate, represent
approximately 24.3% under the assets ratio as defined under
Rule 14.07(1) of the Listing Rules.

The amounts of the financial assistance as at 30 June 2014
were set out below:

rEERF BEN-EN MBEY
ZEG#E BB k)
Attributable  Shareholder's NEER Aggregate
interest held loan or Corporate Financial
by the Group Advances Guarantee Assistance
BT BT BT

HK$ HK$ HK$

Wealth Plus Developments Limited
(TWealth Plus ] ) R LB 2 ]
Wealth Plus Developments Limited

("Wealth Plus”) and its subsidiary
Pt

1. BTYBRRERIBRIERERL
KRB LS5 HERZZEBED
LEED MABERRERIR
RR% S EIRIR N 8 B R R K
Hio

2. AR FEIRTT I F Wealth Plus.2 fff
BARZEHENEEREMG T
RITHEAIR BEA R 235,000,000
7T (F8Z 72 #9295,912,0005 7T ) °
EREARERA SR ARRF-

50% 401,400,000 295,912,000 697,312,000

(BEED) (F5E2)
(Note 1) (Note 2)
Notes:
1. The shareholder’s loan or advances had been granted as

working capital for the development of the construction
site located in Yangpu District, of Shanghai in the PRC. The
outstanding shareholder’s loan or advances is interest free,
unsecured and has no fixed repayment term.

2. A guarantee to the extent of RMB235,000,000 (equivalent to
approximately HK$295,912,000) was given by the Company
in favour of a bank in respect of a term loan facility granted to
a subsidiary of Wealth Plus. The guarantee period last for five
years from the date of drawdown.
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In accordance with the requirement under Rule 13.22 of the
Listing Rules, the combined statement of financial position
of the joint venture and the Group’s attributable interests in
these affiliated companies based on their latest consolidated
financial statements available are presented below:

& AEHE

MHARRE FE 1k B HE 75

Combined Group's

statement of attributable

financial position interest

FHET FAET

HK$'000 HK$'000

EMBEE Non-current assets 1,902,832 951,416
MEBEE Current assets 86,309 43,155
mEEE Current liabilities (140,130) (70,065)
ERBEE Non-current liabilities (1,505,374) (752,687)
BETE Net assets 343,637 171,819

A RRE— R AR RS M
WEME=F—-
MEALRS

BEALRS (ERBEALR
$) 2 HERFINGA BB E W
o

B RNREERE
RIBARB R AFHERS 2B MR
BERMM NARERH AAF
EBITRABEED25%H AR
REFA-

HEBEEER

REBRZEBREHEFBRIINE
BB REMED N\ -

Further details are set out in note 21 to the consolidated
financial statements.

CONNECTED PARTY TRANSACTIONS

Details of the connected party transactions, which also
constituted as related party transactions are set out in notes
to the consolidated financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, at least
25% of the Company'’s total issued share capital was held by
the public as at the date of this report.

EVENTS AFTER THE REPORTING DATE

Details of the significant events after the reporting date is set
out in note 48 to the consolidated financial statements.
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% S B AUDITOR
MRARRIEERFRBFREG L& A resolution will be proposed at the forthcoming AGM of the

RERABRUENZEZEAE S Company to re-appoint the auditor, BDO Limited.
VIR EBARAR -

REESE For and on behalf of the Board
Ey Chan Sing Chuk, Charles

BREE 2 Chairman

BE ZET-—OFNAAZ=TNH Hong Kong, 29 September 2014
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Tel : +852 2218 8288
Fax: +852 2815 2239

25t Floor Wing On Centre
111 Connaught Road Central

www.bdo.com.hk Hong Kong
E5% : +852 2218 8288 FATHEETIR
fHH : +852 2815 2239 FKRRAD25H

www.bdo.com.hk

To the shareholders of Continental Holdings Limited
(incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of
Continental Holdings Limited (the “Company”) and its subsidiaries
(collectively referred as the “Group”) set out on pages 59 to
242, which comprise the consolidated and company statements
of financial position as at 30 June 2014, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of cash flows and the consolidated
statement of changes in equity 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 Hong Kong Companies Ordinance, Cap. 32 by operation of
the transitional and saving provisions in Schedule 11 to the Hong
Kong Companies Ordinance, Cap.622, 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.
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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 141 of the
Hong Kong Companies Ordinance, Cap. 32 by operation of the
transitional and saving provisions set out in Section 80 of Schedule
11 to the Hong Kong Companies Ordinance, Cap. 622, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.
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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 30 June 2014 and of the Group's profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance, Cap. 32.

BDO Limited

Certified Public Accountants

Yu Tsui Fong

Practising Certificate Number P05440

Hong Kong, 29 September 2014



Annual Report 2014 “F

Consolidated Statement of Profit or Loss and Other Comprehensive Income » ZR& 185 K A2 H KR

For the year ended 30 June 2014
HE_ZT—NFRA=THILFE

2014 2013
k=3 F#ET FAET
Notes HK$'000 HK$°000
W & Revenue 6 868,103 949,215
$HE R A Cost of sales (753,837) (828,895)
E A Gross profit 114,266 120,320
SHE Ko AR Selling and distribution costs (24,467) (17,527)
THER Administrative expenses (89,853) (94,847)
H fth g & I A Other operating income 11,137 2,768
"EWMEANFEZE Change in fair value of investment
property 17 14,544 84,769
AHEEZSREERE Impairment loss of available-for-sale
18 financial assets 22(b) (2,077) (10,076)
HEAHEEZSRIEZE Y Gain on disposal of available-for-sale
e financial assets - 510
IS ERAE-EFTES 2 Income arising from amortising the
WA financial guarantee liabilities 36 2,481 1,654
VARS D A B0 2 = B Share-based compensation 40 (2,114) =
&R AR Finance costs 7 (12,240) (12,405)
e EtEES Share of results of joint ventures 40,294 12,494
& FfT 45 5 BV ita 71 Profit before income tax 8 51,971 87,660
PSRt 2 Income tax expense 9 (1,232) (1,303)
F Wi Profit for the year 50,739 86,357
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2014 2013
i3 FET FET
Notes HKS$'000 HK$'000
Hith 2 HEU 25 FARFHLIR Other comprehensive income,
net of tax
HEREHMNEZHEEN Items that may be subsequently
HR: reclassified to profit or loss:
AHEECEREEY Change in fair value of available-for-sale
’AEHE """"" VR R financial assets, net (363) (8,187)
A E 2 SR EAERER Reclassification from equity to profit
EE BaENoBEER or loss on impairment of
available-for-sale financial assets 2,077 10,076
BREGINETS Bt AR Exchange difference on translation of
GEPFEIELERE foreign operations, associates and
joint ventures (2,618) 39,478
FNHME®EKE NBRFIE Other comprehensive income
for the year, net of tax (904) 41,367
FRNEEW AR Total comprehensive income
for the year 49,835 127,724
FEALFE Wi F Profit for the year attributable to:
RRBERA Owners of the Company 10 50,580 85,847
FEFRE il M 2 Non-controlling interests 159 510
50,739 86,357
FEAE N2 E I AR R Total comprehensive income for
the year attributable to:
RRAFHEB A Owners of the Company 49,676 127,214
FE1% il 2 Non-controlling interests 159 510
49,835 127,724
ARAEHE NELGER Z Earnings per share for profit
BRER attributable to the owners HK cent HK cent
of the Company 12 A BN
—HAK — Basic 0.99 1.68
—#F — Diluted 0.75 1.30
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2014 2013
Kt F#ET FETT
Notes HK$°000 HK$'000
BEERER ASSETS AND LIABILITIES
ERBEE Non-current assets
Y% HE K& Property, plant and equipment 15 115,940 116,242
T b R Land use rights 16 40,083 41,440
LB Investment property 17 581,000 543,500
FRERE Mining right 18 1,052,432 1,050,495
REE R E 2 s Interests in associates 20 = =
REERE s Interests in joint ventures 21 573,224 532,569
AfEHE Y CREE Available-for-sale financial assets 22 28,294 27,497
R AR PR RIE Long-term receivables 23 - =
RERIBEE = Deferred tax assets 37 6,109 6,109
2,397,082 2,317,852
MENEE Current assets
T8 Inventories 24 257,922 271,772
2 5 eI FIE Trade receivables 25 105,054 105,198
AR KA ZE Rk Prepayments, deposits and other
o fEGRIR receivables 14,023 13,781
IAAFERTABRZ Financial assets at fair value through
TRIEE profit or loss 26 14,309 12,079
PTEEMITE Derivative financial instruments 27 = 38
EY—EE &b HEFKIE Due from a joint venture 21 169 139
BehkBeER Cash and cash equivalents 28 78,124 37,911
469,601 440,918
REaE Current liabilities
B S ER IR Trade payables 29 (135,354) (138,132)
HEMEMRIBRERE A Other payables and accruals (36,357) (32,300)
RITERK Bank loans 30 (411,126) (336,181)
& TH S Obligation under finance leases 31 (212) (113)
FE{ R A R FIE Due to related companies 32 (2,330) (2,321)
TR R R 2 BN Loan from a controlling shareholder 34 = (10,000
CIEc) &t Convertible note 35 (4,924) =
HEERaE Financial guarantee liabilities 36 (2,481) (2,481)
TRIA R Provision for tax (4,291) (8,114)
(597,075) (529,642)
nBaEEE Net current liabilities (127,474) (88,724)
BEERTHER Total assets less current liabilities 2,269,608 2,229,128




Consolidated Statement of Financial Position m #R & B FSAR TR
As at 30 June 2014
R-ZE—NFA=1H
2014 2013
it FETT FET
Notes HK$°000 HK$'000
ERBEE Non-current liabilities
b A TH E AR Obligation under finance leases 31 (345) (104)
FEAS REE A | 5108 Due to related companies 32 (76,774) (83,903)
JEAS B 4RI IR A B FRIE Due to ultimate holding company 33 = (1,546)
R IR R bR 2 B3R Loan from a controlling shareholder 34 (95,037) (95,022)
AR SRR Convertible note 35 = (9,874)
S EREE Financial guarantee liabilities 36 (5,789) (8,270)
EENIE B & Deferred tax liabilities 37 (245,437) (245,001)
(423,382) (443,720)
BEZE Net assets 1,846,226 1,785,408
= EQUITY
N Share capital 38 442,555 51,107
i Reserves 39 1,409,567 1,740,356
AARHE ANELES Equity attributable to the owners
of the Company 1,852,122 1,791,463
JE 2 H #E = Non-controlling interests (5,896) (6,055)
B AR Total equity 1,846,226 1,785,408
REESE On behalf of the Board
PBREEE Chan Sing Chuk, Charles
o Director
B /) 3 Cheng Siu Yin, Shirley
EBZE Director
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2014 2013
Kt Fi# T FETT
Notes HK$°000 HK$'000
BEERERE ASSETS AND LIABILITIES
EREEE Non-current assets
LS PNGIP - Interests in subsidiaries 19 1,126,723 1,106,390
P RN e Interests in associates 20 = =
REeehE s En Interests in joint ventures 21 12,405 12,405
& B FE R IR Long-term receivables 23 = =
1,139,128 1,118,795
RENEE Current assets
AR KA ZE Rk Prepayments, deposits and other
A fEGRIR receivables 367 367
N ENE B Due from subsidiaries 19 85,768 89,239
A EFFAERZ Financial assets at fair value through
TREE profit or loss 26 = 7
RekReEH Cash and cash equivalents 28 61 33
86,196 89,646
REaE Current liabilities
HMENRIBERERER Other payables and accruals (949) (932)
FEAT I8 A R 5RIE Due to subsidiaries 19 (33,423) (18,813)
TARAR R 2 B Loan from a controlling shareholder 34 = (10,000)
Al AR R Convertible note 35 (4,924) =
HEEREE Financial guarantee liabilities 36 (2,481) (2,481)
Tt I8 2 s Provision for tax (1,370) (1,370)
(43,147) (33,596)
REEEEE Net current assets 43,049 56,050
BEEMTBERE Total assets less current liabilities 1,182,177 1,174,845




Statement of Financial Position m Bi& AR 3=

As at 30 June 2014

MRZZE—MFRA=+H

2014 2013
k23 FETT FET
Notes HK$°000 HK$'000
ERBEE Non-current liabilities
FES — R E A B IR Due to a related company 32 (48,086) (53,346)
TR AR IRt 2 B 3K Loan from a controlling shareholder 34 (90,000) (90,000)
BEY &S Convertible note 35 = (9,874)
HIFEREE Financial guarantee liabilities 36 (5,789) (8,270)
(143,875) (161,490)
BEZE Net assets 1,038,302 1,013,355
W EQUITY
X Share capital 38 442,555 51,107
i Reserves 39 595,747 962,248
EmAEE Total equity 1,038,302 1,013,355
REEEFE On behalf of the Board
BREE Chan Sing Chuk, Charles
EBZE Director
B /) 3 Cheng Siu Yin, Shirley
EE Director
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2014 2013
F#ET FAET
HK$'000 HK$'000
REXEBHERE Cash flows from operating activities
B P15 %51 Bl i A Profit before income tax 51,971 87,660
ERTIERFE: Adjustments for:
R R AN Finance costs 12,240 12,405
EhaEDEEE Share of results of joint ventures (40,294) (12,494)
VARR 0 7 21t 2 i M Share-based compensation 2,114 =
Yz BB RS E Depreciation of property, plant and
equipment 7,911 7,714
+ 3 {55 R e 3 B Amortisation of land use rights 1,465 1,461
FRuE R o Amortisation of mining right 1,074 668
GEEE (BERR) Provision for/(Write back of
provision for) inventories 1,196 (3,804)
Z 5 W IE R Provision for trade receivables 542 123
AIHEEZSREERE Impairment loss of
&5t available-for-sale financial assets 2,077 10,076
LEWE  WEREEL (Gain)/Loss on disposal of property,
(Wzs), /B8 plant and equipment (77) 20
WEEY 2 - BB R AR Write-off of property, plant and
equipment 675 -
M ERBEREMES 2  Income arising from amortising the
A financial guarantee liabilities (2,481) (1,654)
HEAMHEHEZEMEEY  Gain on disposal of
e available-for-sale financial assets - (510)
REMEATBEZE Change in fair value of investment
property (14,544) (84,769)
REFE W IR R B E O Reversal of provision for long-term
receivables (1,000) (967)
MEREN —MBE L RFIE  Gain on debt extinguishment
FREE 2 EBEE = arising from recognition of
amount due to a related
company (3.880) -
AR RIRERE ERE 2 Fair value loss on redemption
NHEBE option of convertible note 7 141
PTEeBMI Az AFEWE  Fair value gain on derivative
financial instruments (74) (116)
BAIRPE A Unrealised foreign exchange gain (7,580) =
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2014 2013
it F#ET FET
Notes HK$'000 HK$'000
LESSEHIZLEETN  Operating profit before working
capital changes 11,342 15,954
FEERL, /(1) Decrease/(Increase) in inventories 13,511 (10,009)
B S REWEIE (), B4 (ncrease)/Decrease in trade receivables (299) 4,193
TARNHKIE ZE R Increase in prepayments, deposits and
i JfE YR IE N other receivables (227) (2,055)
AR EG AE=RZ Increase in financial assets at fair
S RVEEE N value through profit or loss (2,237) (524)
AN o 2 S | Increase in balances with associates = 111)
JEU— AL MEFIELI  Increase in amount due from a joint
venture (30) -
5 K HE AR B & Increase/(Decrease) in trade and
FEETE B, CRd) other payables and accruals 1,257 (36,665)
PTESRT EMA /(3 h0) Decrease/(Increase) in derivative
financial instruments 112 (6)
BEES (A ZHRE Cash generated from/(used in)
operations 23,429 (29,223)
BT FLE Interest paid (10,598) (10,265)
BT RS PRC enterprise income tax paid (628) (457)
EEBFERH Hong Kong profits tax paid (4,694) (3,341)
mEEEmEL T (BA)Z Net cash generated from/(used in)
HEFEH operating activities 7,509 (43,286)
BRETHRERE Cash flows from investing activities
RNEWE HEREE Additions to property, plant and
equipment 45(a) (7,022) (5,494)
}RETTKTJ}%% Additions to mining right = (1,808)
ENEAREMEZ Additions to property under
?55)?\% EEZ/ES development classified as
investment property (18,694) (852)
HEME - -MERRELZ Proceeds from disposal of property,
Fri5 3k I8 plant and equipment 385 35
HEAHEHEZSMEEY  Proceeds from disposal of
FT{S 718 available-for-sale financial assets = 3,110
BEAHLECZEREE Purchase of available-for-sale financial
assets (1,160) (1,148)
2= A e Sk IE Receipt from long-term receivables 1,000 967
EINER T HEETE Increase in loans to a joint venture (500) (9,100)
REFBAREEFH Net cash used in investing activities (25,991) (14,290)
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2014 2013
F#ET FET
HK$'000 HK$°000
MEFHRERE Cash flow from financing activities
PEAR BR SR EA K Advance from a controlling shareholder - 5,022
EERIERE R Repayment to a controlling shareholder (10,000) (5,000)
EERKERAF Repayment to ultimate holding company (1,546) =
BE & EFIE Repayment of obligation under finance leases (275) (208)
BERAIBMEERZEHE Repayment of coupon interest of
convertible note (5,276) (4,341)
FILIRITER New bank loans 80,441 37,450
BEIIEITER Repayment of bank loans (5,532) (25,785)
R E—MEEAF Advance from a related company - 2,321
HEFBELREEFH Net cash generated from
financing activities 57,812 9,459
RERREESHEEM Net increase/(decrease) in
(iR YD) 38 cash and cash equivalents 39,330 (48,117)
FMZRERBEEH Cash and cash equivalents at the
beginning of year 37,911 85,236
SSEEREHZHE FHM  Effect of foreign exchange rate
changes, net 883 792
ERZREREEER Cash and cash equivalents at the
end of year 78,124 37,911
RERREESEZEHROIT  Analysis of balances of cash and
cash equivalents
B& MIR1T4 Cash and bank balances 78,124 37,911
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ARTERARGES
Equity attributable to the owners of the Company
i FAAE TEREE  EXRD RESR
kx  ERER R  EtEE TERE  EREE L i R2EH @it FBER  ERUE
Share Non- Capital ~ Convertble ~ Exchange  Investment Non-
Share  premium  distributable Other contribution  noteequity fluctuation  revaluation  Retained controling Total
capital - account Teserve reseve Teserve Teserve Teserve reserve profits Total  interests equity
ér  FEr  TEr  TEr  FEr  TEr TR TEn FEn TEr TEn FEn
HKS000  HKSOO0 — HKSO00  HKSUOO  HKSO00  HKSOOD  HKSO00  HKSUOOO  HKSO00  HKSOOD  HKSO00  HKSOOD
RZF-Z5tf-A2 Balance at 1 July 2012
L 51,107 391,448 273,606 (5,397) - 118,344 43812 3 78540 1,652,183 (6,565) 1,645,618
RisRERAEEZ Deemed capital contrbution arsing from
BIEHE (HE=110) debt extinguishment (note 35(2) - - = B 5735 - B - - 5735 - 5735
RERRERAALE Deemed capttal contribution from ultimate
(Hi=t=2) holding company (note 33) - - - - 6331 - - - - 6331 - 6331
AREALRS Transactions with owners - - - - 12066 - - - - 12066 - 12066
ERgh| Profit for the year - - - - - - - - B8 &5 510 86357
Et2ERE: Other comprehensive income:
FEENER BEATR  bchange diferences on tranlation of
RECEREEL foreign operations, associates and
EXZE joint ventures - - - - - - 39478 - - 39478 - 39478
AESHEEY Change in fair value of available-forsale
ATERD FR financial assets, net - - - - - - - (8,187) - (8,187) - (8,187)
RIRLEZ SREE Reclassffcaton from equity to profit or loss
HEREEREN on impaifment of avallable-forsale
AEERR financial assets - - - - - - - 10076 - 10076 - 10076
FR2ENRLER Total comprehensive income for the year - - - - - - 39478 1,889 85847 127214 510 12174
Rl AREES Amounts transferred to retained profts as
MELREEHZ arestlt of expiration of convertble note
S8 (HE=116) (note 35(a) - - - - -3 - - 2310 - - -
RZF-ZEXAZTAZ  Balance at 30 June 2013
&8 51,107 391,448 273,606 (5,397) 12,066*  116,034* 83,290* 2612*  866,697F 1,791,463 (6,055) 1,785,408
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KRAREARLES
Equity attributable to the owners of the Company
Rt FAHE TARER Eik®  REER
iz wER BRERE BE HEBE  TEEE  REGR B HE  REEA G FBRuED  ERER
Share Share Non- Capital  Convertible  Exchange Investment Non-
Share  premium option  distributable Other contribution note equity ~fluctuation revaluation  Retained controlling Total
pital  account  reserve  reserve reserve  feserve  reserve reseve  reserve profits Total interests equity

ki 23 71 ki 23 FE7 77 ki 23 71 ki 23 FE7 77 ki 23 71 ki 23
HKS000  HKSO00  HKSUOD  HKSDO0  HKSUOD  KKSUOO  HKSUDD  HKSUOO  HKSORD  HKSOOO  HKSOAD  HKSUOD  HKSOOO

RZIZ-Z5tA-BZ Balance at 1 July 2013
&8 51,107 391,448

273,606 (5,397) 12,066 116,034 8329 2612 866697 1791463 (6,055 1785408

Transfers upon the abolition of
nominal value of shares
on 3 March 2014 (note 38) 301,448 (391,448) - - - - - - - - - - -

442,555 - - 213606 (5397) 12066 116,034 8329 2612 866697 1791463 (6,05 1,785,408

H—ZBRREAHEL Deemned capital contributon arising from debt

-HBELNRERRD extinguishment from a related company
EE/BIELE ultimately held by a controling shareholder
(WE=t= (note 32(b)) - - - - - 8,869 - - - - 8,869 - 8,869
BRI BER BH Recogniton of share-based compensation
(Wamt) (note 40) - - 2114 - - - - - - - 2114 - 2114
HREAZLS Transactions with owners - - 2114 - - 8,869 - - = = 10983 = 10,983
ERET Proft for the year - - - - - - - - - 50,580 50,580 159 50,739
2 ERE Other comprehensive income:
TEENER BERIR Exchange differences on translation of
B ﬁ;&ﬁf&iz foreign operations, associates and
Joint ventures - - - = = = = (2618) - - (2618) - (2618)
Change i fair value of available-for-sale
financial assets, net - - - - - - - - (363) - (363) - (363)

Redlassification from equity to profit or
loss on impairment of avallable-for-sale

finandial assets - - - - - - - - 2017 - 2017 - 201
ENLEREER Total comprehensive income for the year - - - - - - - (2.618) 1,714 50,580 49676 159 49,835
RZB-MERAZ+EZEH Balanceat30 lune 2014 255 S aBES G NGB MEBE e 436 AT 1812 (589%) 186206
& ZERBEREREREVBEMRERF @ These reserve accounts comprise the consolidated reserves of
2R A TEE1,409,567,00078 T (=& HK$1,409,567,000 (2013: HK$1,740,356,000) in the consolidated

— =% :1,740,356,000/8 JT) ° statement of financial position.
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GENERAL INFORMATION

Continental Holdings Limited (the “Company”) is a limited
liability company incorporated and domiciled in Hong
Kong. The address of the Company’s registered office and
principal place of business is Flats M & N, 1st Floor, Kaiser
Estate, Phase Ill, 11 Hok Yuen Street, Hunghom, Kowloon,
Hong Kong. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (“Stock Exchange”).

The Company and its subsidiaries (collectively referred to
as the “Group”) are principally engaged in the following
activities:

- Design, manufacturing, marketing and trading of
fine jewellery and diamonds

- Property investment

- Mining operation

— Investment

In the opinion of the directors, the Company’s ultimate
holding company is Tamar Investments Group Limited
("Tamar Investments”), a company incorporated in the
British Virgin Islands.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is the same as the functional
currency of the Company.
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— —®RER @ 1. GENERAL INFORMATION (continued)
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The consolidated financial statements on pages 59 to
242 have been prepared in accordance with Hong Kong
Financial Reporting Standards (""HKFRSs”) which collective
terms include all applicable Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and the Hong
Kong Companies Ordinance which concern the preparation
of consolidated financial statements, which for this financial
year and the comparative period continue to be those of the
Hong Kong Companies Ordinance, Cap. 32 in accordance
with the transitional and saving arrangements for Part 9 of
the Hong Kong Companies Ordinance, Cap. 622 “Accounts
and Audit” which are set out in sections 76 to 87 of
Schedule 11 to that Ordinance. The consolidated financial
statements also include applicable disclosures as required by
the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

The consolidated financial statements for the year ended 30
June 2014 were approved for issue by the board of directors
on 29 September 2014.
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2.

ADOPTION OF HKFRSs

(a)

Adoption of new/revised HKFRSs

In the current year, the Group has applied for the
first time the following new/revised HKFRSs and
amendments issued by the HKICPA which is relevant
to and effective for the Group's financial statements

for the annual period beginning on 1 July 2013:

HKFRSs
(Amendments)

HKFRSs
(Amendments)

Amendments to
HKFRS 7

Amendments to
HKFRS 10,

HKFRS 11
and HKFRS 12

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

Annual Improvements to

HKFRSs 2009 — 2011 Cycle

Annual Improvements to

HKFRSs 2010 — 2012 Cycle

Disclosures — Offsetting
Financial Assets and
Financial Liabilities

Consolidated Financial
Statements, Joint
Arrangements and
Disclosure of Interests in
Other Entities: Transition
Guidance

Consolidated Financial
Statements
Joint Arrangements

Disclosure of Interests in
Other Entities
Fair Value Measurement
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2. ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

HKAS 27 (2011) Separate Financial Statements

HKAS 28 (2011) Investments in Associates and
Joint Ventures

HK(IFRIC) — Stripping Costs in the
Interpretation 20 Production Phase of
a Surface Mine

Except as explained below, the adoption of these
amendments has no material impact on the Group's
financial statements.

HKFRSs (Amendments) — Annual Improvements to
HKFRSs 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.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

Amendments to HKFRS 7 — Disclosures — 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 consolidated financial statements as the
Group has not offset financial instruments, nor has it
entered into a master netting agreement or a similar
arrangement.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

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.
For example, the standard introduces the concept
of “de facto” control where an investor can control
an investee while holding less than 50% of the
investee’s voting rights in circumstances where its
voting interest is of sufficiently dominant size relative
to the size and dispersion of those of other individual
shareholders to give it power over the investee.
Potential voting rights are considered in the analysis
of control only when these are substantive, i.e. the
holder has the practical ability to exercise them.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

HKFRS 10 — Consolidated Financial Statements
(continued)

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. HKFRS 10 is
applied retrospectively. The Group has changed its
accounting policy in determining whether it has
control over an investee. The adoption of HKFRS
10 does not change any of the control conclusions
reached by the Group in respect of its involvement
with other entities as at 1 July 2013.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

HKFRS 11 — Joint Arrangements

Joint arrangements under HKFRS 11 have the same
basic characteristics as joint ventures under HKAS
31. Joint arrangements are classified as either joint
operations or joint ventures. \Where the Group has
rights to the assets and obligations for the liabilities
of the joint arrangement, it is regarded as a joint
operator and will recognise its interests in the assets,
liabilities, income and expenses arising from the joint
arrangement. Where the Group has rights to the
net assets of the joint arrangement as a whole, it is
regarded as having an interest in a joint venture and
will apply the equity method of accounting, unless it
is classified as held for sale (or included in a disposal
group that is classified as held for sale). HKFRS 11
does not allow proportionate consolidation of a joint
venture arrangement. In an arrangement structured
through a separate vehicle, all relevant facts and
circumstances should be considered to determine
whether the parties to the arrangement have rights
to the net assets of the arrangement. Previously,
the existence of a separate legal entity was the
key factor in determining the existence of a jointly
controlled entity under HKAS 31. The Group has
changed its accounting policy for joint arrangements
(see note 3.5). The Group has reclassified the
investment in jointly-controlled entities to joint
venture. The investment continues to be accounted
for using the equity method and therefore this
reclassification does not have any material impact on
the financial position and the financial results of the
Group.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (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 notes 20 and
21. As the new standard affects only disclosure,
there is no effect on the Group’s financial position
and performance.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

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.

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. The standard requires
additional disclosures about fair value measurements
and these are included in note 17. Comparative
disclosures have not been presented in accordance
with the transitional provisions of the standard.
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2.

ADOPTION OF HKFRSs (continued)

(a)

Adoption of new/revised HKFRSs (continued)

HK(FRIC) — Interpretation 20 — Stripping Costs in the
Production Phase of a Surface Mine

Stripping activities carried out in the production
phase of a surface mine may give rise to two
benefits: usable ore that can be used to produce
inventory and improved access to further quantities
of material that will be mined in future periods. The
Interpretation requires that costs of stripping activity
are accounted for in accordance with the principles
in HKAS 2 Inventories to the extent that the benefit
from stripping activity is realised in the form of
inventory produced. The costs of stripping activity
that provide a benefit in the form of improved access
to ore are recognised as a non-current stripping
activity asset when certain criteria are met. This asset
will be accounted for as an addition or enhancement
to an existing asset and is classified as tangible or
intangible according to the nature of the existing
asset of which it forms part. The stripping activity
asset is measured initially at cost and subsequently in
the same way as the existing asset of which it forms
part. It is depreciated or amortised on a systematic
basis over the expected useful life of the component
of the ore body that becomes more accessible as
a result of the stripping activity. The adoption of
the interpretation has no impact on these financial
statements.
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ADOPTION OF HKFRSs (continued)

(b)

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

The following new and revised HKFRSs, potentially
relevant to the Group's financial statements, that
have been issued, but are not yet effective in the
financial year of which the consolidated financial
statements were prepared, have not been early
adopted by the Group.

HKFRSs Annual Improvements to
(Amendments) HKFRSs 2010 — 2012 Cycle?
HKFRSs Annual Improvements to
(Amendments) HKFRSs 2011 — 2013 Cycle?
Amendments to Clarification of Acceptable
HKAS 16 and Methods of Depreciation
HKAS 38 and Amortisation?
Amendments to Presentation — Offsetting
HKAS 32 Financial Assets and
Financial Liabilities'
Amendments to Recoverable Amount
HKAS 36 Disclosures for
Non-Financial Assets'
Amendments to Financial Instruments:
HKAS 39 Recognition and

Measurement — Novation
of Derivatives and
Continuation of Hedge
Accounting’
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2. ADOPTION OF HKFRSs (continued)

(b)

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

HKFRS 9 (2014) Financial Instruments®

HKFRS 14 Regulatory Deferral Accounts*

HKFRS 15 Revenue from Contracts with
Customers®

HK(IFRIC) — Levies'

Interpretation 21

L Effective for annual periods beginning on or after
1 January 2014

2 Effective for annual periods beginning on or after
1 July 2014
g Effective for annual periods beginning, or

transactions occurring, on or after 1 July 2014

2 Effective for annual periods beginning on or after
1 January 2016

3 Effective for annual periods beginning on or after
1 January 2017

& Effective for annual periods beginning on or after
1 January 2018

HKFRSs (Amendments) — Annual Improvements to
HKFRSs 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.
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2.

ADOPTION OF HKFRSs (continued)

(b)

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

Amendments to HKAS 32 — Presentation —
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.

HKFRS 9 (2014) — Financial Instruments

This standard is effective for accounting periods
beginning on or after 1 January 2018. Under
HKFRS 9 (2014), 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. A third measurement
category has been added for debt instruments — fair
value through other comprehensive income. This
measurement category applies to debt instruments
that meet the Solely Payments of Principal and
Interest contractual cash flow characteristics test and
where the entity is holding the debt instrument to
both collect the contractual cash flows and to sell
the financial assets.
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2.

ADOPTION OF HKFRSs (continued)

(b)

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

HKFRS 9 (2014) — Financial Instruments (continued)

HKFRS 9 (2014) introduced a new “expected loss”
impairment model and replaces the “incurred
loss” model in HKAS 39 Financial Instruments:
Recognition and Measurement. The impairment
model is a more “forward looking” model in that
a credit event (or impairment “trigger”) no longer
has to occur before credit losses are recognised.
For financial assets at amortised cost or fair value
through other comprehensive income, an entity will
now always recognise (at a minimum) 12 months of
expected losses in profit or loss. Lifetime expected
losses will be recognised on these assets when there
is a significant increase in credit risk after initial
recognition. HKFRS 9 (2014) also introduced a new
hedge accounting model which allows entities to
apply hedge accounting more broadly to manage
profit or loss mismatches, and as a result reduce
“artificial” hedge ineffectiveness that can arise under
HKAS 39.
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2.

ADOPTION OF HKFRSs (continued)

(b)

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

HKFRS 9 (2014) — Financial Instruments (continued)

HKFRS 9 (2014) 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 (2014) retains the
requirements in HKAS 39 for de-recognition of
financial assets and financial liabilities.

HKFRS 15 — Revenue from Contracts with Customers

The standard contains a single model that applies
to contracts with customers and two approaches
to recognising revenue: at a point in time or over
time. The model features a contract-based five-step
analysis of transactions to determine whether, how
much and when revenue is recognised. HKFRS 15
also introduces extensive qualitative and quantitative
disclosure requirements which aim to enable users of
the financial statements to understand the nature,
amount, timing and uncertainty of revenue and cash
flows arising from contracts with customers.
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2.

ADOPTION OF HKFRSs (continued)

(b)

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

HKFRS 15 — Revenue from Contracts with Customers
(continued)

An entity may adopt HKFRS 15 on a full retrospective
basis. Alternatively, it may choose to adopt it
prospectively from the date of initial application.
Transitional disclosures are different depending on
the approach adopted by the entity.

HK (IFRIC) — Interpretation 21 — Levies

HK (IFRIC) Interpretation 21 clarifies that an entity
recognises a liability to pay a levy imposed by
government when the activity that triggers payment,
as identified by the relevant legislation, occurs.

Save as the main changes described above, the
Group is in the process of making an assessment of
the potential impact of these new/revised HKFRSs
and the directors are not yet in a position to quantify
the effects on the Group’s financial statements.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

3.1

Basis of preparation

The significant accounting policies that have been
used in the preparation of these consolidated
financial statements are summarised below. These
policies have been consistently applied to all the
years presented unless otherwise stated.

The consolidated financial statements have been
prepared under historical cost basis except for
investment property and certain financial assets,
which are stated at fair values. The measurement
bases are fully described in the accounting policies
below.

In preparing the consolidated financial statements,
the directors considered the operations of the
Group as a going concern notwithstanding that
the Group's current liabilities exceeded its current
assets by approximately HK$127,500,000 as at 30
June 2014. The consolidated financial statements
were prepared based on the assumption that the
Group can be operated as a going concern and the
directors are of the view that the Group will have
sufficient working capital to finance its operations
in the next twelve months from 30 June 2014, after
taking into consideration of the followings:

(i) The Group is actively negotiating with
banks to seek for new bank borrowings.
Subsequent to year end date, the Group
obtained an additional loan facility line of
HK$29,000,000 from one of its principal
bankers;
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relationship with certain of its principal
bankers; and

(iii) The Group is actively exploring the availability
of internal source of financing. Subsequent
to year end date, as detailed in note
48(a), the Group had disposed an owner
occupied property at a total consideration of
approximately HK$28,888,000.

It should be noted that accounting estimates
and assumptions are used in the preparation of
the consolidated financial statements. Although
these estimates are based on management’'s best
knowledge and judgement of current events and
actions, actual results may ultimately differ from
those estimates. The areas involving a higher
degree of judgement or complexity, or areas where
assumptions and estimates are significant to the
consolidated financial statements are disclosed in
note 4.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

Business combination and basis of
consolidation

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

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of profit or loss and other 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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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

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 subsidiary 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 (a 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.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.2

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.
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An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor a joint arrangement. Significant influence is the
power to participate in the financial and operating
policy decisions of the investee but not control or
joint control over those policies. In consolidated
financial statements, 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.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

34

Associates (continued)

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 or losses resulting from these transactions
is eliminated against the carrying value of the
associate.

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 and the entire carrying amount of
the investment is subject to impairment test, by
comparing the carrying amount with its recoverable
amount, which is higher of value in use and fair
value less costs to sell.

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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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5

Joint arrangements

The Group is a party to a joint arrangement where
there is a contractual arrangement that confers
joint control over the relevant activities of the
arrangement to the Group and at least one other
party. Joint control is assessed under the same
principles as control over subsidiaries.

The Group classifies its interests in joint
arrangements as either:

Joint ventures: where the Group has rights to
only the net assets of the joint arrangement;
or

Joint operations: where the Group has both
the rights to assets and obligations for the
liabilities of the joint arrangement.

In assessing the classification of interests in joint
arrangements, the Group considers:

The structure of the joint arrangement;
The legal form of joint arrangements
structured through a separate vehicle;
The contractual terms of the joint

arrangement agreement; and

Any other facts and circumstances (including
any other contractual arrangements).
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.5

Joint arrangements (continued)

Joint ventures are accounted for using the equity
method whereby they are initially recognised at
cost and thereafter, their carrying amounts are
adjusted for the Group's share of post-acquisition
changes in the joint ventures’ net assets except
that losses in excess of the Group’s interest in the
joint venture are not recognised unless there is an
obligation to make good those losses. Profits or
losses arising on the transactions between the Group
and its joint ventures are recognised only to the
extent of unrelated investors' interests in the joint
venture. The investors’ share in the joint venture's
profits and losses resulting from these transactions
is eliminated against the carrying value of the joint
venture. Where unrealised losses provide evidence
of impairment of the assets transferred they are
recognised immediately to profit or loss.

Any premium paid for an investment in a joint
venture 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 investment in a joint
venture. Where there is objective evidence that the
investment in a joint venture has been impaired,
the carrying amount of the investment is tested for
impairment in the same way as other non-financial
assets.

The Company's interests in joint ventures are stated
at cost less impairment losses, if any. Results of joint
ventures are accounted for by the Company on the
basis of dividends received and receivable.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6

Foreign currency translation

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing
at the dates of the transactions. At the reporting
date, monetary assets and liabilities denominated
in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the reporting date
retranslation of monetary assets and liabilities are
recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.

In the consolidated financial statements, all
individual financial statements of foreign operations,
originally presented in a currency different from the
Group’s presentation currency, have been converted
into HK$. Assets and liabilities have been translated
into HK$ at the closing rates at the reporting date.
Income and expenses have been converted into
HK$ at the exchange rates ruling at the transaction
dates, or at the average rates over the reporting
period provided that the exchange rates do not
fluctuate significantly. Any differences arising from
this procedure have been recognised in other
comprehensive income and accumulated separately
in the exchange fluctuation reserve in equity.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.6

3.7

Foreign currency translation (continued)

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

Property, plant and equipment

Property, plant and equipment other than
construction in progress, are stated at cost, which
comprise purchase price and any directly attributable
costs of bringing the asset to its working condition
and location for its intended use, less accumulated
depreciation and any impairment losses (note
3.11). Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will
flow to the Group and the cost of the item can be
measured reliably. All other costs such as repairs and
maintenance are charged to profit or loss during the
financial period in which they are incurred.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.7

Property, plant and equipment (continued)

Other than mining structures, depreciation is
calculated on the straight-line basis to write off the
cost of each asset over its estimated useful life. The
principal annual rates used for this purpose are as
follows:

Leasehold land Over the lease terms

Factory buildings Over the term of the leases
or estimated

useful lives of 25 years,
whichever is shorter
Commercial buildings Over the term of
the leases or estimated
useful lives of 33 years,
whichever is shorter
Leasehold improvements Over the term of
the leases or estimated
useful lives of 4 years,
whichever is shorter

Plant and machinery 10% - 33%

Furniture, fixtures and equipment 17%
Motor vehicles 25%
Depreciation on mining structures is provided to
write off the cost of the mining structure using units-

of-production method based on the total proven and
probable mineral reserves of the ore mines.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.7

3.8

Property, plant and equipment (continued)

The depreciation method, assets’ residual values
and useful lives, are reviewed and adjusted, if
appropriate, at each reporting date. The gain or loss
on retirement or disposal of an asset of property,
plant and equipment is determined as the difference
between the sale proceeds and the carrying amount
of the asset and is recognised in profit or loss on
disposal.

Construction in progress is stated at cost less
impairment losses. Cost comprises direct costs
of construction. No depreciation is provided for
in respect of construction in progress until it is
completed and ready for its intended use.

Assets held under finance lease are depreciated
over their expected useful lives on the same basis
as owned assets, or where shorter, the term of the
relevant lease.

Mining right

Mining right is stated at cost less accumulated
amortisation and any impairment losses and are
amortised on the units-of-production method based
on the total proven and probable reserves of the ore
mines.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.9

Investment properties

Investment properties are land and/or buildings
which are owned or held under a leasehold interest
to earn rental income and/or for capital appreciation.
These include land held for a currently undetermined
future use and property that is being constructed or
developed for future use as investment property.

When the Group holds a property interest under
an operating lease to earn rental income and/or
for capital appreciation, the interest is classified
and accounted for as an investment property on
a property-by-property basis. Any such property
interest which has been classified as an investment
property is accounted for as if it were held under a
finance lease.

On initial recognition, investment property is
measured at cost, including any directly attributable
expenditure. Subsequent to initial recognition,
investment property is stated at fair value, unless it
is still in the course of construction or development
at the reporting date and its fair value cannot
be reliably determined at that time. Fair value is
determined by external professional valuers, with
sufficient experience with respect to both the
location and the nature of the investment property.
The carrying amounts recognised at the reporting
date reflect the prevailing market conditions at the
reporting date.

Gains or losses arising from either changes in the
fair value or the sale of an investment property are
included in profit or loss in the period in which they
arise.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.10

3.1

Land use rights

Land use rights represent up-front payments made
to acquire land held under an operating lease. They
are stated at costs less accumulated amortisation
and any accumulated impairment losses, if any. The
determination if an arrangement is or contains a
lease and the lease is an operating lease is detailed
in note 3.17. Amortisation is calculated on a
straight line basis over the term of the lease/right
of use except where an alternative basis is more
representative of the time pattern of benefits to be
derived by the Group from use of the land.

Impairment of non-financial assets

Property, plant and equipment, land use rights,
mining right, interests in subsidiaries, associates and
joint ventures are subject to impairment testing.
They are tested for impairment whenever there are
indications that the assets’ carrying amount may not
be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs to sell, and
value in use. In assessing value in use, the estimated
future cash flows are discounted to their present
value using a pre-tax discount rate that reflects
current market assessment of time value of money
and the risk specific to the asset.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.1

Impairment of non-financial assets (continued)

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level. Any impairment loss is charged pro-rata
to the assets in the cash-generating unit, except that
the carrying value of an asset will not be reduced
below its individual fair value less cost to sell, or
value in use, if determinable.

An impairment loss is reversed if there has been
a favourable change in the estimates used to
determine the asset’s recoverable amount and
only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would
have been determined, net of depreciation or
amortisation, if no impairment loss had been
recognised.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12

Financial assets

The Group’s accounting policies for financial assets
are set out below.

Financial assets are classified into the following
categories:

- Financial assets at fair value through profit or
loss

- Loans and receivables

- Available-for-sale financial assets

Management determines the classification of its
financial assets at initial recognition depending on
the purpose for which the financial assets were
acquired and where allowed and appropriate, re-
evaluates this designation at each reporting date.

All financial assets are recognised when, and
only when, the Group becomes a party to the
contractual provisions of the instrument. Regular
way purchases of financial assets are recognised on
trade date. A regular way purchase is a purchase
of a financial asset under a contract whose terms
require delivery of the asset within the time frame
established generally by regulation or convention in
the marketplace concerned. When financial assets
are recognised initially, they are measured at fair
value, plus, in the case of investments not at fair
value through profit or loss, directly attributable
transaction costs.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12

Financial assets (continued)

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred.

At each reporting date, financial assets are reviewed

to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial asset.

(@

Financial assets at fair value through profit or
loss

Financial assets at fair value through profit or
loss include financial assets held for trading
and financial assets designated upon initial
recognition as at fair value through profit or
loss.

Financial assets are classified as held for
trading if they are acquired for the purpose
of selling in the near term, or it is part of a
portfolio of identified financial instruments
that are managed together and for which
there is evidence of a recent pattern of short-
term profit-taking. Derivatives, including
separated embedded derivatives, are also
classified as held for trading unless they are
designated as effective hedging instruments
or financial guarantee contracts.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12

Financial assets (continued)

()

Financial assets at fair value through profit or
loss (continued)

Where a contract contains one or more
embedded derivatives, the entire hybrid
contract may be designated as a financial
asset at fair value through profit or loss,
except where the embedded derivative does
not significantly modify the cash flows or
it is clear that separation of the embedded
derivative is prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit or
loss if the following criteria are met:

- the designation eliminates or
significantly reduces the inconsistent
treatment that would otherwise
arise from measuring the assets or
recognising gains or losses on them
on a different basis; or

- the assets are part of a group of
financial assets which are managed
and their performance is evaluated
on a fair value basis, in accordance
with a documented risk management
strategy and information about the
group of financial assets is provided
internally on that basis to the key
management personnel; or

ul
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3.12

Financial assets (continued)

()

(ir)

Financial assets at fair value through profit or
loss (continued)

- the financial asset contains an
embedded derivative that would
need to be separately recorded.

Subsequent to initial recognition, the
financial assets included in this category are
measured at fair value with changes in fair
value recognised in profit or loss.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payment that are not quoted in an
active market. Loans and receivables are
subsequently measured at amortised cost
using the effective interest method, less
any impairment losses. Amortised cost is
calculated taking into account any discount
or premium on acquisition and includes fees
that are an integral part of the effective
interest rate and transaction cost.
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3.

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.12 Financial assets (continued)

(i) Available-for-sale financial assets

Available-for-sale financial assets include

non-derivative financial assets that are
either designated to this category or do
not qualify for inclusion in any of the other
categories of financial assets. All financial
assets within this category are subsequently
measured at fair value. Gain or loss arising
from a change in the fair value excluding any
dividend and interest income is recognised
in other comprehensive income and
accumulated separately in the investment
revaluation reserve in equity, except for

impairment losses (see the policy below)
and foreign exchange gains and losses on
monetary assets, until the financial asset is
derecognised, at which time the cumulative
gain or loss is reclassified from equity to
profit or loss. Interest calculated using the
effective interest method is recognised in

profit or loss.

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair
value cannot be reliably measured and

derivatives that are linked to and must
be settled by delivery of such unquoted
equity instruments, they are measured at
cost less any identified impairment losses
at each reporting date subsequent to initial

recognition.
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At each reporting date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual
financial assets includes observable data that comes
to the attention of the Group about one or more of
the following loss events:

o significant financial difficulty of the debtor;

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

o it becoming probable that the debtor will
enter bankruptcy or other financial re-
organisation;

o significant changes in the technological,
market, economics or legal environment that
have an adverse effect on the debtor; and

o a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.
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3.

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.12 Financial assets (continued)

Impairment of financial assets (continued)

Loss events in respect of a group of financial assets

include observable data indicating that there is a

measurable decrease in the estimated future cash

flows from the group of financial assets. Such

observable data includes but not limited to adverse

changes in the payment status of debtors in the

group and, national or local economic conditions

that correlate with defaults on the assets in the

group.

If any such evidence exists, the impairment loss is

measured and recognised as follows:

0] Financial assets carried at amortised cost

If there is objective evidence that an

impairment loss on loans and receivables

carried at amortised cost has been incurred,

the amount of the 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).

The amount of the loss is recognised in profit

or loss of the period in which the impairment

occurs.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12

Financial assets (continued)

Impairment of financial assets (continued)

()

(ir)

Financial assets carried at amortised cost
(continued)

If, in subsequent period, the amount of
the impairment loss decreases and the
decrease can be related objectively to an
event occurring after the impairment was
recognised, the previously recognised
impairment loss is reversed to the extent
that it does not result in a carrying amount
of the financial asset exceeding what the
amortised cost would have been had the
impairment not been recognised at the date
the impairment is reversed. The amount of
the reversal is recognised in profit or loss of
the period in which the reversal occurs.

Available-for-sale financial assets

When a decline in the fair value of an
available-for-sale financial assets has been
recognised directly in equity and there is
objective evidence that the asset is impaired,
an amount is removed from equity and
recognised in profit or loss as impairment
loss. That amount is measured as the
difference between the asset's acquisition
cost (net of any principal repayment and
amortisation) and current fair value, less
any impairment loss on that asset previously
recognised in profit or loss.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.12

Financial assets (continued)

Impairment of financial assets (continued)

(i)

Available-for-sale financial assets (continued)

Reversals in respect of investment in equity
instruments classified as available-for-
sale are not recognised in profit or loss.
The subsequent increase in fair value is
recognised in other comprehensive income.
Impairment losses in respect of debt
securities are reversed if the subsequent
increase in fair value can be objectively
related to an event occurring after the
impairment loss was recognised. Reversal of
impairment losses in such circumstances are
recognised in profit or loss.

For available-for-sale equity investment that
is carried at costs, the amount of impairment
loss is measured as the difference between
the carrying amount of the financial 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 losses are not reversed in
subsequent periods.
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= EEERBRME 3. SUMMARY OF SIGNIFICANT

(%) ACCOUNTING POLICIES (continued)

313 #=FE 3.13 Inventories
17 & THiR K 7N B Al B3R )% Inventories are stated at the lower of cost and
BE2BIEE AR BRI net realisable value. Cost is determined using
INEETFHEEEE - f+ the weighted average basis and, in the case of
BURK i 2 BIPK i 2 AR Al work in progress and finished goods, comprises
BIEEEME BEEST direct materials, direct labour and an appropriate
Rzt Bl o Bt 2 ®E B proportion of overheads. Net realisable value is
A #RFERERE based on the estimated selling prices in the ordinary
EBEER 2 AT EER course of business less any estimated costs to be
EEEBGEKER R HE incurred to completion and disposal.
iEAE 2 et AT E

314 BHEeRBELZEH 3.14 Cash and cash equivalents
Re KR FHBBRIT Cash and cash equivalents include cash at banks and
ReRFHEEE- in hand.

315 =@EE 3.15 Financial liabilities
AEEZzSREERER The Group's financial liabilities include trade
5 T FRIE - B TR payables, other payables and accruals, amount
BRETER - RS due to ultimate holding company, amounts due
PERR A RIFRIE « PR RAE to related companies, convertible notes, finance
NAFRIE - AR EIR guarantee liabilities, loan from a controlling
HEEREE  ERRER shareholder, obligation under financial leases and
R ZER  BEHEER bank loans.
EARIRITER
EREBEIRAEEXA Financial liabilities are recognised when the Group
TEEHNEX 2T becomes a party to the contractual provisions

R o PR A S A8 5
XERBAREBEEK
Rz Gt HE (2R
3.23) MR e

of the instrument. All interest related charges
are recognised in accordance with the Group’s
accounting policy for borrowing costs (see note
3.23).
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15

Financial liabilities (continued)

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount
is recognised in profit or loss.

0] Bank loans

Bank loans are recognised initially at fair
value, net of transaction costs incurred. Bank
loans are subsequently stated at amortised
cost; any difference between the proceeds
(net of transaction costs) and the redemption
value is recognised in profit or loss over the
period of the borrowings using the effective
interest method.

Bank loans are classified as current liabilities
unless the Group has an unconditional right
to defer settlement of the liability for at least
twelve months after the reporting date.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15

Financial liabilities (continued)

(ir)

Convertible notes that contain liability and
equity components, and early redemption
options derivative

Convertible notes issued by the Group that
contain liability, conversion option and early
redemption option (which is not closely
related to the host contract) are classified
separately into respective items on initial
recognition. Conversion option that will be
settled by the exchange of a fixed amount of
cash for a fixed number of the Group’s own
equity instruments is classified as an equity
instrument. At date of issue, the fair value of
a similar liability with similar early redemption
option is determined (the “combined
instrument”). The difference between the
fair value of the convertible notes and
the fair value of the combined instrument
representing the conversion option for the
holder to convert the notes into equity is
included in convertible note equity reserve.
The initial carrying amount of the liability
component is determined after deducting
the fair value of the early redemption
option from the fair value of the combined
instrument.
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3.

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.15 Financial liabilities (continued)

(i) Convertible notes that contain liability and

equity components, and early redemption

options derivative (continued)

In subsequent periods,

the liability

component of the convertible notes is carried

at amortised cost using the effective interest

method. The early redemption option is

measured at fair value with changes in fair

value recognised in profit or loss.

The equity component, representing the

option to convert the liability component

into ordinary shares of the Group, will

remain in the convertible note equity reserve

until the embedded conversion option is

exercised (in which case the balance stated

in the convertible note equity reserve will

be transferred to share capital). Where the

conversion option remains unexercised at the

expiry date, the balance stated in convertible

note equity reserve will be released to the

retained profits. No gain or loss is recognised

in profit or loss upon conversion or expiration

of the conversion option.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.15

Financial liabilities (continued)

(ir)

(i)

(iv)

Convertible notes that contain liability and
equity components, and early redemption
options derivative (continued)

Transaction costs that relate to the issue of
the convertible notes are allocated to the
liability, equity and early redemption option
components in proportion to the allocation
of the gross proceeds. Transaction costs
relating to the equity component are charged
directly to equity. Transaction costs relating
to the early redemption option are charged
to profit or loss immediately. Transaction
costs relating to the liability component
are included in the carrying amount of the
liability portion and amortised over the
period of the convertible notes using the
effective interest method.

Finance lease payables

Finance lease payables are measured at
initial value less the capital element of lease
repayments.

Other financial liabilities

They are recognised initially at their fair value

and subsequently measured at amortised
cost, using the effective interest method.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.16

3.17

Derivative financial instruments

Derivative financial instruments, in individual
contracts or separated from hybrid financial
instruments, are initially recognised at fair value on
the date the derivative contract is entered into and
subsequently remeasured at fair value. Derivatives
that are not designated as hedging instruments are
accounted for as financial assets or financial liabilities
at fair value through profit or loss. Gains or losses
arising from changes in fair value are taken directly
to profit or loss for the year.

Lease

An arrangement, comprising a transaction or a
series of transactions, is or contains a lease if the
Group determines that the arrangement conveys a
right to use a specific asset or assets for an agreed
period of time in return for a payment or a series of
payments. Such a determination is made based on
an evaluation of the substance of the arrangement
and is regardless of whether the arrangement takes
the legal form of a lease.

Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which do
not transfer substantially all the risks and rewards of
ownership to the Group are classified as operating
leases.

~l
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.17

Lease (continued)

Assets acquired under finance lease

Where the Group acquires the use of assets under
finance lease, the amounts representing the fair
value of the leased asset, or, if lower, the present
value of the minimum lease payments, of such assets
is included in fixed assets and the corresponding
liabilities, net of finance charges, are recorded as
obligations under finance leases.

Subsequent accounting for assets under finance
lease agreements corresponds to those applied to
comparable acquired assets. The corresponding
finance lease liability is reduced by lease payments
less finance charges.

Finance charges implicit in the lease payments are
charged to profit or loss over the period of the leases
so as to produce an approximately constant periodic
rate of charge on the remaining balance of the
obligations for each accounting period. Contingent
rentals charged to profit or loss in the accounting
period in which they are incurred.

Assets leased under operating leases as the lessees

The total rental payable under operating leases is
recognised in profit or loss on a straight line basis
over the term of the relevant lease. Lease incentives
received are recognised in profit or loss as an integral
part of the aggregate net lease payment made.
Contingent rental are charged to profit or loss in the
accounting period in which they are incurred.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.17

3.18

Lease (continued)

Assets leased under operating leases as the lessees
(continued)

The up-front payments are amortised over the lease
period on a straight-line basis and the amortisation
is charged to profit or loss. Lease incentives received
are recognised as an integrated part of the total
rental expense, over the term of the lease.

Provisions and contingent liabilities

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

All provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.

Xe)
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.18

3.19

Provisions and contingent liabilities (continued)

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

Contingent liabilities are recognised in the course
of the allocation of purchase price to the assets
and liabilities acquired in a business combination.
They are initially measured at fair value at the date
of acquisition and subsequently measured at the
higher of the amount that would be recognised in
a comparable provision as described above and the
amount initially recognised less any accumulated
amortisation, if appropriate.

Share capital

The Hong Kong Companies Ordinance, Cap.622
came into operation on 3 March 2014. Under the
Ordinance, shares of the Company do not have
nominal value. Considerations received or receivable
on the issue of shares on or after 3 March 2014 are
credited to share capital. Commissions and expenses
as allowed under S.148 and S.149 of the Ordinance
are deducted from share capital.
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3.

SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (continued)

3.20 Revenue recognition

Revenue comprises the fair value of the

consideration received or receivable for the sale of

goods, net of rebates and discounts. Provided that

it is probable that the economic benefits will flow to

the Group and the revenue and costs, if applicable,

can be measured reliably, revenue is recognised as

follows:

(i) sale of goods, when the significant risks

and rewards of ownership have been

transferred to the buyer, provided that

the Group maintains neither managerial

involvement to the degree usually associated

with ownership, nor effective control over

the goods sold. This is usually taken at the

time when the goods are delivered and the

customer has accepted the goods;

(ii) interest income, on a time-proportion basis

using the effective interest method; and

(iii) dividend income, when the shareholder’s

right to receive payment is established.

3.21 Employee benefits

Retirement benefits

Retirement benefits to employees are provided

through defined contribution plans.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.21

Employee benefits (continued)

Retirement benefits (continued)

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme"”) under the Mandatory
Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on a
percentage of the employees’ relevant income and
are charged to profit or loss as they become payable
in accordance with the rules of the MPF Scheme. The
assets of the MPF Scheme are held separately from
those of the Group in an independently administered
fund. The Group's employer contributions vest fully
with the employees when contributed into the MPF
Scheme.

Prior to the MPF Scheme becoming effective, the
Group operated a defined contribution retirement
benefits scheme (the “Prior Scheme”) for those
employees who were eligible to participate in this
scheme. The Prior Scheme operated in a similar way
to the MPF Scheme, except that when an employee
left the Prior Scheme before his/her interest in the
Group’s employer contributions vested fully, the
ongoing contributions payable by the Group were
reduced by the relevant amount of the forfeited
employer’s contributions.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.21

Employee benefits (continued)

Retirement benefits (continued)

The employees of the subsidiaries which operate
in the People’s Republic of China except Hong
Kong and Macau (“Mainland China”) are required
to participate in a retirement benefits scheme (the
“RB Scheme"”) operated by the local municipal
government. These subsidiaries are required to
contribute a certain percentage of their payroll to the
RB Scheme to fund the benefits. The only obligation
of the Group with respect to the RB Scheme is to
pay the ongoing required contributions under the
RB Scheme. Contributions under the RB Scheme are
charged to profit or loss as they become payable in
accordance with the rules of the RB Scheme.

Contributions are recognised as an expense in profit
or loss as employees render services during the
year. The Group’s obligations under these plans are
limited to the fixed percentage contributions payable
to these plans.

Short-term employee benefits

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

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.22

Share-based compensation

All share-based payment arrangements granted
after 7 November 2002 and had not vested on
1 January 2005 are recognised in the financial
statements. The Group operates equity-settled share-
based compensation plans for remuneration of its
employees and other eligible participants.

All employee services received in exchange for
the grant of any share-based compensation are
measured at their fair values. These are indirectly
determined by reference to the equity instruments
awarded. Their value is appraised at the grant date
and excludes the impact of any non-market vesting
conditions (for example, profitability and sales
growth targets).

All share-based compensation is recognised as an
expense in profit or loss over the vesting period
if vesting conditions apply, or recognised as an
expense in full at the grant date when the equity
instruments granted vest immediately unless the
compensation qualifies for recognition as asset, with
a corresponding increase in the share option reserve
in equity. If vesting conditions apply, the expense is
recognised over the vesting period, based on the
best available estimate of the number of equity
instruments expected to vest. Non-market vesting
conditions are included in assumptions about the
number of equity instruments that are expected to
vest. Estimates are subsequently revised, if there is
any indication that the number of equity instruments
expected to vest differs from previous estimates.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.22

3.23

Share-based compensation (continued)

At the time when the share options are exercised,
the amount previously recognised in reserve will
be transferred to share capital. After vesting date,
when the vested share options are later forfeited or
are still not exercised at the expiry date, the amount
previously recognised in share option reserve will be
transferred to retained profits.

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset
are capitalised during the period of time that is
required to complete and prepare the asset for its
intended use. A qualifying asset is an asset which
necessarily takes a substantial period of time to get
ready for its intended use or sale. Other borrowing
costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset
for its intended use or sale are being undertaken.
Capitalisation of borrowing costs ceases when
substantially all the activities necessary to prepare
the qualifying asset for its intended use or sale are
completed.

ul
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.24 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year.

Deferred tax is calculated using the liability method
on temporary differences at the reporting date
between the carrying amounts of assets and
liabilities in the financial statements and their
respective tax bases. Deferred tax liabilities are
generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available
to be carried forward as well as other unused
tax credits, to the extent that it is probable that
taxable profit, including existing taxable temporary
differences, will be available against which the
deductible temporary differences, unused tax losses
and unused tax credits can be utilised.
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An exception to the general requirement on
determining the appropriate tax rate used in
measuring deferred tax amount is when an
investment property is carried at fair value under
HKAS 40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amounts
on these investment properties are measured using
the tax rates that would apply on sale of these
investment properties at their carrying amounts at
the reporting date. The presumption is rebutted
when the investment property is depreciable and
is held within a business model whose objective is
to consume substantially all the economic benefits
embodied in the property over time, rather than
through sale.

Deferred tax assets and liabilities are not recognised
if the temporary differences arising from initial
recognition of assets and liabilities in a transaction
that affects neither taxable nor accounting profit or
|loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on interests in
subsidiaries, associates and joint ventures, except
where the Group is able to control the reversal of
the temporary differences and it is probable that
the temporary differences will not reverse in the
foreseeable future.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.24 Accounting for income taxes (continued)

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset is realised, provided
they are enacted or substantively enacted at the
reporting date.

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

Current tax assets and current tax liabilities are
presented in net if, and only if,

(a) the Group has the legally enforceable right to
set off the recognised amounts; and

(b) intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.25

Financial guarantee contract

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payment
when due in accordance with the terms of debt
instrument.

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised
as deferred income. Where the consideration
is received or receivable for the issuance of the
guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to
that category of asset. Where no such consideration
is received or receivable, an immediate expense is
recognised in profit or loss on initial recognition of
any deferred income.

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised in accordance with note 3.18 if
and when it becomes probable that the holder of
the guarantee will call upon the Group under the
guarantee and the amount of that claim on the
Group is expected to exceed the current carrying
amount, i.e. the amount initially recognised less
accumulated amortisation, where appropriate.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.26

3.27

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.

Segment reporting

The Group identifies operating segments and
prepares segment information based on the regular
internal financial information reported to the chief
operating decision-maker i.e. the executive directors
for their decisions about resources allocation to the
Group'’s business components and for their review of
the performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major line of business.

The Group has identified the following reportable
segments:

- Design, manufacturing, marketing and
trading of fine jewellery and diamonds

- Property investment
- Mining operation

- Investment
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.27

Segment reporting (continued)

Each of these operating segments is managed
separately as each of the product and service lines
requires different resources as well as marketing
approaches. All inter-segment transfers, if any, are
carried out at arm’s length prices.

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSs, except that the share of
results of associates and joint ventures accounted
for using the equity method, certain finance costs,
income tax expense and corporate income and
expenses which are not directly attributable to the
business activities of any operating segment, are not
included in arriving at the operating results of the
operating segment.

Segment assets include all assets but cash and
cash equivalents, deferred tax assets, interests in
associates and interests in joint ventures. In addition,
corporate assets which are not directly attributable
to the business activities of any operating segment
are not allocated to a segment, which primarily
applies to the Group’s headquarter.

Segment liabilities exclude bank loans, amount due
to ultimate holding company, loan from a controlling
shareholder, financial guarantee liabilities, provision
for tax, deferred tax liabilities and corporate
liabilities, which are not directly attributable to the
business activities of any operating segment.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.28 Related parties

(a)

A person or a close member of that person’s

family is related to the Group if that person:

(ii)

(iii)

has control or joint control over the
Group;

has significant influence over the
Group; or

is a member of key management
personnel of the Group or the
Company'’s parent.

An entity is related to the Group if any of the

following conditions apply:

(iif)

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).

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).

Both entities are joint ventures of the
same third party.
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3.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

3.28 Related parties (continued)

(b)

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

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

(v) The entity is a post-employment
benefit plan for the benefit of 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:

(ii)

(iif)

that person’s children and spouse or
domestic partner;

children of that person’s spouse or domestic
partner; and

dependents of that person or that person’s
spouse or domestic partner.
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4,

CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

Estimation of impairment losses of available-for-sale
financial assets

For available-for-sale financial assets, a significant or
prolonged decline in fair value below cost is considered to
be objective evidence of impairment. Judgement is required
when determining whether a decline in fair value has been
significant and/or prolonged. In making this judgement, the
historical data on market volatility as well as the duration
and extent to which the fair value of specific investment
is less than its cost are taken into account. The Group also
takes into account other factors, such as industry and sector
performance and financial information regarding the issuer/
investee.

ul
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AND JUDGEMENTS (continued)

Provision for impairment of receivables

The policy for the provision for impairment of receivables
of the Group is based on the evaluation of collectability
and ageing analysis of accounts and on management’s
judgement. A considerable amount of judgement is required
in assessing the ultimate realisation of these receivables,
including the current creditworthiness, the collateral security
and the past collection history of each customer. The
management of the Group reassesses the estimation at the
reporting date.

When the Group’s management determines the customers
are uncollectable, they are written off against the provision
made. If the financial conditions of customers of the Group,
on whose account provision for impairment has been made,
were improved and no impairment of their ability to make
payments were noted, reversal of provision for impairment
may be required.

Provision for inventories

In determining the amount of allowance required for
obsolete and slow-moving inventories, the Group would
evaluate ageing analysis of inventories and compare the
carrying value of inventories to their respective net realisable
value. A considerable amount of judgement is required
in determining such allowance. If conditions which have
impact on the net realisable value of inventories deteriorate,
additional allowances may be required.
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AND JUDGEMENTS (continued)

Valuation of mining right

The directors use their judgement in selecting an appropriate
valuation technique for the Group’s mining right so as to
assess whether there are any indicators of impairment at
each reporting date. The fair value of the mining right is
estimated by independent professional valuer based on
recent comparable transactions undertaken in the Mainland
China which generally represent the best estimate of
the market value. Any changes in economic conditions
and mineral prices and the availability of comparable
transactions may materiality affect the estimation of the fair
value of mining right.

Amortisation of mining right and depreciation of
mining structures

Mining right and mining structures are amortised/
depreciated on the units of production method based
on the total proven and probable mineral reserves of the
ore mines. The directors of the Company exercised their
judgement in estimating the total proven and probable
reserves of the ore mines.

Estimate of current tax and deferred tax

The Group is subject to taxation in various jurisdictions.
Significant judgement is required in determining the amount
of the provision for taxation and the timing of payment
of the related taxation. There are many transactions and
calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. Where the
final tax outcome is different from the amounts that were

s BT AR E BB Fr e MR initially recorded, such differences will impact the income
ETI TR - tax and deferred tax provisions in the periods in which such

determination are made.

~l
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AND JUDGEMENTS (continued)

Estimate of current tax and deferred tax (continued)

Deferred tax assets relating to certain temporary differences
are recognised as management considers it is probable
that future taxable profit will be available against which
the temporary differences can be utilised. Where the
expectation is different from the original estimate, such
differences will impact the recognition of deferred tax assets
and income tax expenses in the periods in which such
estimate is changed. The outcome of their actual utilisation
may be different.

Fair value measurement

A number of assets and liabilities included in the Group's
consolidated financial statements require measurement at,
or disclosure of, fair value.

The fair value measurement of the Group’s financial
and non-financial assets and liabilities utilises market
observable inputs and data as far as possible. Inputs used in
determining fair value measurements are categorised into
different levels based on how observable the inputs used in
the valuation technique utilised are:

. Level 1: Quoted prices in active markets for
identical items (unadjusted);

o Level 2: Observable direct or indirect inputs
other than Level 1 inputs;

. Level 3: Unobservable inputs (i.e. not derived

from market data).
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CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (continued)

Fair value measurement (continued)

The classification of an item into the above levels is based
on the lowest level of the inputs used that has a significant
effect on the fair value measurement of the item. Transfers
of items between levels are recognised in the period they
occur.

The Group measures the following items at fair values:

o Investment property
o Available-for-sale financial assets
o Financial assets at fair value through profit or loss

For more detailed information in relation to the fair value
measurement of the items above, please refer to note 17
and note 46.5 to the consolidated financial statements.

SEGMENT INFORMATION

The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker that
are used to assess performance and allocate resources.

The chief operating decision-maker has been identified as
the Company’s executive directors. The executive directors
have identified the Group's four business lines as operating
segments as further described in note 3.27.

O
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H

e aBER @) 5. SEGMENT INFORMATION (continued)
(@ EBoH (@)  Business segment
Rt HEEER
RENFEHRER S RBEH RE &
Design, manufacturing,
marketing and trading
of fine jewellery
and diamonds Property investment  Mining operation Investment Consolidated

2014 201§ 2014 2\01 § 2014
TEr  FEr  FET TR TEn
HKSO00  HKSO00  HKSO0D  HKSO00  HKS 000

ZO1§ 2014 2‘0@ 2014 ZOW §
FEr  TEr  FEr  Fér  TEn
HKS000 — HKSU00  HKST00  HKSO00  HKS 000

L Segment revente;
BETNAER/  Sdestolierence fom
REENREE  etemal prtes BGE0 936099 ; SU3 M 218 26 8813 %9s
Az Seqment results 1699 24740 14506 84659  (10241) (15610 1882 (7385 23031 86402

DRI BER 2 5E Share-based compensation
RARRR Unallocated expenses
BHEREERY  Income arsing from amortising the
) finandil guarantes liabilties

BENA  Fnance costs
EEAZLEEE  Share of esuls of jont vetures

(2.114) -
(290 (3202

2481 1,654
(8921)  (9689)
4024 1249

BEERAER  Profit before income tax 51911 87660
At HEEER
RENFEEHRER S RREH RE &
Design, manufacturing,
marketing and trading
of fine jewellery
and diamonds Property investment  Mining operation Investment Consolidated
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
fér  TEr Fér  TEr  Fén  TEr Fér  TEr FEn TiEr
HKSU00  HKSO00  HKSOD  HKSU00  HKSO00  HKSOOD  HKSU00  HKSUO0  HKSOD  HKS 000
AHEE Segment assets 419493 436918 581,057 543604 1165376 1161620 42933 39814 2208859 2181956
RAEREZES  Interests in joint ventures 5324 530,569
ReRBELEE  Cashand cash equivalents 81U 391
ELWEEE  Deferredtaxassets 6109 6,109
AARAFEE  Unalocated corporate assets 367 25
AELME Total asets 2,866,683 2,758,770
AiaE Segment liabilties 155472 163480 5,706 1768  406% 46806 53473 53761 255347 265815
BTER Benk loans M1 336181

ERSAEHERE  Due to ulimate holding company
h

W
PARIRRIREZE30 Loan from a controling

shareholder
UBERER Finandial guarantee fabiites
RERE Provision for tax
EEHEAE Deferred tax liabilies
AAEDARE  Unallocated coporate iabites
BREEE Totalliabltes

- 15

95,037 105022
8210 10751

4291 8114
w5431 245,001
949 932

1020457 973,362
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I SEER @ 5. SEGMENT INFORMATION (continued)
(@) HXBoE (&) (@)  Business segment (continued)
Rt g £ER
ERGRENRER ESE FRER #e Ba
Design, manufacturing,
marketing and trading
of fine jewellery
and diamonds Property investment  Mining operation Investment Consolidated
2014 2013 2014 2013 2014 2013 2014 2013 2014 2013
fér AT fEr  TEr  fEr TEr  fEr  fEr FEr FEn
HKSO00  HKSOO0  HKSO0D  HKSOOD  HKSO0D  HKSOOD  HKSO00  HKSO00  HKSD00  HKS 000
EEAHER:  Othersegment information:
ER ) Depreciaion of property,
REE plant and equipment 6110 (97) - - (80 (1739 - N 111 AT
THERERSE  Amortisation of
[and use rights (109) (110) - - (1356 (135) - - (1465 (1461)
RN Amortisaton of mining rght - - - -0 (66) - -0 (66)
REMELTEZ  Change infairvalue of ivestment
. property - - US4 8476 - - - - 154 8479
DER-FEE  Gahon debt extinguishment
DEAFEHES  arising flom recogniton of
EREYE amount due to a reated
company - - - - 3880 - - - 380 =
TESBTAZ  Fairvalue gain on derivative
ATk financil nstruments T 116 - - - - - - 7 116
IATEFABE  Fairvalue gain on financal
LEMARL assets at far value through
2TEYE profit orloss - - - - - - 243 M
TRHZEEE  Fairvalue loss on redemption
EEEZATE  option of convertible notes
B - - - - m - (19 M 4
HENE BER  Gainlloss) on disposal of
RE NS/ property, plant and equipment
(E%) ] - - - - (20 - - m (20)
WemzE BER  Witeoff of property,
& plant and equipment (675) - - - - - - -6 -
HETREEZ  Gainon disposal of
SREEZNE  avalable-forsale
financial assets - - - - - - - 510 - 510
THEEZEREE Impaiment loss of
REFE avalable-forscle
financial assets - - - - - - 0 (10076)  @011) (10,076)
REENFERE  Reversel of provison for
& long-term receivables 1,000 %7 - - - - - - 1000 %7
ZHRUGUERRE  Povision for trade receivables ) (13 - - = = - - () 1y
BE(BE)/  (Provison for)Wite back of
AfERD provision for inventories (1.19%) 380 - - - - - - (119) 3804
HEMA Inerest income - - - - - - MM’ m W
flERR Interest expenses - - - - B3 ) - - B3 )
B Adaltons to non-curtent
DHEE Seqents assets 4461 2883 18,6% &2 3131 48 - - %286 8579
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5. SEGMENT INFORMATION (continued)

(b) Geographical information

The Group's segment revenue from external
customers and its non-current assets (other than
financial instruments and deferred tax assets) are
divided into the following geographical areas.

15 o
REIMARERZWER
Revenue from
external customers
2014 2013
F#ET FET
HK$'000 HK$'000
BB (EBEFT1EM) Hong Kong (place of domicile) 148,263 160,374
JEEM North America 232,563 233,983
BUM B R Europe and Middle East 444,890 527,675
H b [R Other locations 42,387 27,183
a5t Total 868,103 949,215
ERBEE
Non-current assets
2014 2013
FET FET
HK$'000 HK$'000
B (EBFATEH) Hong Kong (place of domicile) 593,063 553,698
A United Kingdom 5,933 5,433
IEipN 75 Mainland China 1,763,641 1,725,043
E i [@ Other locations 42 72
BE Total 2,362,679 2,284,246
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5.

SEGMENT INFORMATION (continued)

(b)

Geographical information (continued)

The revenue information above is based on the
location of the customers. The geographical location
of the non-current assets (other than financial
instruments and deferred tax assets) is based on the
physical location of the assets.

The executive directors determine the Group is
domiciled in Hong Kong, which is the location of the
Group's principal office.

Information about major customers
Revenue from each of the major customers, which

amounted to 10% or more of the total revenue, is
set out below:

2014 2013

FET FEIT

HK$000 HK$'000

B H* Customer A * 245,294 320,541
BRZ* Customer B * 111,219 112,647
* REREFERFZ @ The revenue from these major customers was

W2 HE B R
Rot B EER
HEH AR
2EHHE-

all derived by the business segment engaging in
design, manufacturing, marketing and trading of
fine jewellery and diamonds.
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6. REVENUE

Revenue, which is also the Group's turnover, represents

the net invoiced value of goods sold, after allowances for

returns and trade discounts, interest income, and dividend

income from investments.

An analysis of the Group'’s revenue is as follows:

2014 2013

FET FE T

HK$’000 HK$ 000

SHE B m Sale of goods 848,601 936,099
HE SR Sale of gold ores 17,339 10,464
FEUA Interest income 128 203
K& Z B A Dividend income from investments 2,035 2,449
868,103 949,215
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7. FINANCE COSTS

2014 2013
FET FAET
HK$°000 HK$ 000
FERAX: Interest charges on:
RITE K™ Bank loans*
— BN A FABE — wholly repayable within five years
BEZBITER 9,209 8,676
PEAR AR SRR 2 Interest expenses on loan from
BER M ERXE a controlling shareholder 1,389 1,575
BEMEEREZ Finance charges on obligation
BMEER under finance leases 45 14

FES BRE X B SRR
EEZRBENEMAX

AR SRR 2 FEER A B
Fx (ME=1T5)

Imputed interest expenses arising from

amounts due to related companies 5,533 2,717
Imputed interest expenses on

convertible note (note 35) 326 3,802

REBERA
B REMREAMEZ
RITERA S

Total borrowing costs 16,502 16,784
Less: Bank loan interest capitalised in
investment property (note 17)

(MEE++) (4,262) (4,379)
12,240 12,405
* BIRITERZREKRE 8 @ This represents the finance costs on bank loans, including

BRBER B mﬁﬁ%zz
HEEERBH HAIZ
ERBERBELZ EHER
%‘é T—EA=+H

B HARERERK
XZ?EHE X2 F B A
#99,209,000/% T (= —=
4 : 8,676,000/ 7T) °

term loans which contain a repayment on demand clause
in accordance with the agreed scheduled repayments
dates set out in the loan agreements. For the year ended
30 June 2014, the interest on bank loans which contain a
repayment on demand clause amounted to approximately
HK$9,209,000 (2013: HK$8,676,000).

ul
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(o))

I\~ BRETEBAELET 8. PROFIT BEFORE INCOME TAX
2014 2013
F#ET FET
HK$000 HK$ 000
AN 5= EBR PTG 0 Al e ) 48 The Group's profit before income tax is

Bk, (GFA)ATIEE#EE:  arrived at after charging/(crediting):

1% ELRD B & Auditor’s remuneration 1,234 1,019
T b FARERE S (BiRE+75)  Amortisation of land use rights

(note 16) 1,465 1,461
RS (B 0) Amortisation of mining right (note 18) 1,074 668
BEEHTFERKA Cost of inventories sold 726,705 807,941
M- WERZETE Depreciation of property, plant and

(M#E+H) equipment (note 15)

—BEBE — owned assets 7,698 7,616
—HEEE — leased assets 213 98
7,911 7,714
CEHELHRIEF Y Minimum lease payments under
HEBEK operating leases on land and
buildings 4,652 6,555
FERE(BERRD)* Provision for/(Write back of provision
for) inventories* 1,196 (3,804)
MERIEN —RBELQGFIA  Gain on debt extinguishment arising

FrEE & 2 B8 E B Iz from recognition of amount due to

(MsFE=+=(b)) a related company (note 32(b)) (3,880) =
ARAFEFTABZEZ Fair value gain on financial assets at fair

SREEz NFEWE value through profit or loss (2,237) (524)
Al R IR B R 2 2 Fair value loss on redemption option of

NEEESE (BHE=1+5) convertible notes (note 35) 7 141
MESRITAZ AFEKES Fair value gain on derivative

—REAEEED financial instruments

— forward currency contracts (74) (116)
FEN (W), EE Net foreign exchange (gain)/loss (8,223) 980
HEMZE - HERZ#E L (Gain)/Loss on disposal of property,

(W), K18 plant and equipment (77) 20
X 7 B Government grants # (293) (446)
H 5 W R IA Provision for trade receivables 542 123
£ B pE W R TE B 8 ) Reversal of provision for long-term

receivables (1,000) (967)
WEEY 2 - BB R R Write-off of property, plant and
equipment 675 -
& FRAZTFERE(BER * Provision for/(Write back of provision for) inventories for
B) JhEt ARG B R EAM the year was included in “cost of sales” on the face of
2HEKERZ [#HE KA the consolidated statement of profit or loss and other
A o comprehensive income.
# BF#EBEZEAWEIMT # Government grants are mainly received from ;TP T [&
BT RSB RER 2 FKIE KO AR D for one of the Group's subsidiaries in respect
UE T R AR &R B — A B A of business activities carried on in this area. There are no
AEZRETEFED -5 unfulfilled conditions or contingencies related to these
A B I MR B AT & M sk sk grants.
REIH -
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N> EHRX 9. INCOME TAX EXPENSE

BEMNESHIIAEREERES Hong Kong profits tax has been provided at the rate of
EEHE 2 AT FE R Bl m FI I 7 = 16.5% (2013: 16.5%) on the estimated assessable profits
16.5% (ZZE—=%:16.5%) arising in Hong Kong during the year. Taxes on profits
ST o H i 3 [B B SR g K 2 ¢ assessable elsewhere have been calculated at the applicable
THIR RS B S TE PR 2 A rates of tax prevailing in the jurisdictions in which the Group
BERRFERCTESE W operates, based on existing legislation, interpretations and
BzEa AR RITEN  Z practices in respect thereof.

BB o

2014 2013
F#ET FET
HK$°000 HK$ 000
BVER#R 18 Current tax
B Hong Kong 635 2,217
a2 PRC 572 720
NEFEERETR Under/(Over)-provision in prior years
(ERREE) 291 (1,436)
1,498 1,501
REFIBE (FE=1+1) Deferred tax (note 37)
KEE Current year (266) (198)
FiS i X 5 Total income tax expense 1,232 1,303
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H

N BEHRX @) 9. INCOME TAX EXPENSE (continued)
ST 7 2 B & wtm M @ A T Reconciliation between income tax expense and accounting
= qu 2R profit at applicable tax rates:
2014 2013
F#ET FAET
HK$'000 HK$'000
bR BT 1S 554 A i Al Profit before income tax 51,971 87,660
B B 45 250 Al s A1 356 28 Tax on profit before income tax,
BEERZE16.5% calculated at the statutory rate of
ZE-=F:165%)FE 16.5% (2013: 16.5%) 8,575 14,464
REAMAEE R EE Effect of different tax rates of
MEARTNRBE 2 subsidiaries operating in other
jurisdictions 50 (774)
JEHEECEXBEZMIEHE  Tax effect of share of results of
joint ventures (6,649) (2,062)
TRAIB A 2 G E Tax effect of non-deductible expenses 2,135 3,995
IR IR A 2 TS o & Tax effect of non-taxable income (4,351) (13,477)
REZEBAMN ?IEE%RIE Tax effect of prior years' tax losses
E51E 2 TS s & utilised this year (1,537) (371)
RERHBEB 2 HETE  Tax effect of tax losses not recognised 2,712 964
RAEREREZF2MIEFE  Tax effect of temporary differences not
recognised 6 -
NEFEBETR/ Under/(Over)-provision in prior years
(EBERB ) 291 (1,436)
FRAEHRX Income tax expense for the year 1,232 1,303

+ - KRR ANELZH 10. PROFIT ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

RRRHEE AELERSE & F Of the consolidated profit attributable to the owners of the
50,580,000 T (=& — = Company of HK$50,580,000 (2013: HK$85,847,000), a
£ :85,847,0008 ) * AR profit of HK$13,964,000 (2013: HK$4,650,000) has been
AVBHRECERE 2 E N A dealt with in the financial statements of the Company.

13,964,000 7T (—ZE —=F:
4,650,000/ 7T, ) °
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11. DIVIDENDS

The directors do not recommend any payment of dividends
in respect of the year ended 30 June 2014 (2013: Nil).

12. EARNINGS PER SHARE

The calculations of basic and diluted earnings per share
TE: attributable to the owners of the Company are based on the
following data:

2014 2013
FET FET
HK$’000 HK$'000
RRARHEE ARMERT Profit attributable to the owners of
the Company 50,580 85,847
AR EE Z EEF SRS Imputed interest expenses on
convertible notes 326 3,802
AR 05 R O] 8 2 4 Fair value loss on redemption options
ANFEEE of convertible notes 7 141
RETAT R RE 2 EER T & Profit attributable to owners of the
Fl 2 K AT A AR 15 B ] Company before imputed interest
BREEQTEEENZ expenses on convertible notes and
RNAEER AEIE T fair value loss on redemption options
of the convertible notes 50,913 89,790
2014 2013
Number of shares
B # B
AU ESRERRBR 2 Weighted average number of ordinary
TmAR I 192K shares for the purpose of basic
earnings per share 5,110,656,270 5,110,656,270
AR EE S &2 & Effect of dilutive potential ordinary
HE BN 2 2 (M5EG))  shares in respect of convertible notes
(note (ii)) 1,710,526,316 1,814,115,840
AU ESRESRA 2 Weighted average number of ordinary
T AR I T 9 2 shares for the purpose of diluted
earnings per share 6,821,182,586 6,924,772,110

(o)
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(ii)

REBEZZT—NE A=+
HIEFE - #MHHxﬁﬁxé%
I B I 4 B AR R AR A MET
£ BITEERESHRR
BEEE

REBEEZE-_Z—HTNEK_-FT
—=FXA=1+HItFE:
BREERN ST IERAE
A RIHEE A E RN T
50,580,000 L (= —=
£ :85,847,000/8 7T) (&R
AEARBRIT B ZEZ
EENERAX KA BRKE
BEREEEATEEE.
A (4niE A ) A8 38 B A R B
A AR RARAR ETT(F s g
# 7 %2 (8150,913,0007%
7t (ZZF— =4 :89,790,000
L) ) ) RERENKH
BEETEBRMETF
£ #16,821,182,586/% ( =
T — =4%:6,924,772,110
BE) (BN & P& & A & A&t
HAR R A 2 &Rk
5 #15,110,656,270/% ( =
T — =%:5110,656,270
A% 3 F AR A AT AR =
BRETEIERZZE
1,710,526,316/% (=& —=
4 :1,814,115,8400% ) £
) o

12. EARNINGS PER SHARE (continued)

Notes:

(i) For the year ended 30 June 2014, the computation of
diluted earnings per share did not assume the exercise of
the share options as the exercise of the share options was

anti-dilutive.

(ii) For the years ended 30 June 2014 and 2013, the amount
of diluted earnings per share is based on the profit for
the year attributable to owners of the Company of
HK$50,580,000 (2013: HK$85,847,000) and adjusted to
reflect the imputed interest expenses on the convertible
notes and fair value loss on the redemption options of
convertible notes, where applicable, after adjustments
to reflect the effect of deemed exercise or conversion
of convertible notes, which was HK$50,913,000 (2013:
HK$89,790,000) and on the adjusted weighted average
of 6,821,182,586 (2013: 6,924,772,110) ordinary shares
outstanding during the year, being the weighted average
of number of ordinary shares of 5,110,656,270 (2013:
5,110,656,270) used in basic earnings per share calculation
and adjusted for the effect of deemed exercise or
conversion of convertible notes existing during the year of

1,710,526,316 (2013: 1,814,115,840).
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+=-REFEPIHZ (8 13. EMPLOYEE BENEFIT EXPENSES
HEEME —MsE (INCLUDING DIRECTORS’
+M) EMOLUMENTS - NOTE 14)
2014 2013
FET FET
HKS$°000 HK$'000

TIE #4 ZAEEWHZE  Wages, salaries, allowances and

benefits in kind 89,021 86,628

BRIRETEI LR Retirement scheme contributions 8,591 8,502
VABR 10 7% B0t 2 3 B Share-based compensation 2,114 =
99,726 95,130

+M - EEMERANES 14. DIRECTORS’ REMUNERATION AND

AT Z FEM EMOLUMENTS OF FIVE HIGHEST PAID
INDIVIDUALS
(@ E=FEE (a) Directors’ emoluments
BEEMBAURBEEQ Directors’ remuneration disclosed pursuant to the
A& (F B A 05622 Listing Rules and Section 78(1) of Schedule 11 to the
) MREBT(NEAHR Hong Kong Companies Ordinance, Cap. 622 which
EETEBRRUEE (B requires compliance with Section 161 of the Hong
& A S832E ) E1611{K Kong Companies Ordinance, Cap. 32 is as follows:
BR2EEMENT:
2014 2013
FET FET
HK$'000 HK$'000
ik Fees 300 300
Fa R REYAZE  Salaries, allowances and benefits
in kind 9,564 7,257
TE4T Bonus 580 1,550
RRET B 5K Retirement scheme contributions 403 339
VARS D A& HE 2 sk B Share-based compensation 2,114 -
12,961 9,446
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—
N

T EEZEMERAMNES 14.

FATZEFHEM &

(@) ES=HM (&)

FRAENKENSESZ

DIRECTORS’ REMUNERATION AND
EMOLUMENTS OF FIVE HIGHEST PAID
INDIVIDUALS (continued)

(a) Directors’ emoluments (continued)

The emoluments paid or payable to each of the

R directors during the year were as follows:
BE_S-ME&EAAS+ALEE
Year ended 30 June 2014
E R4 BIRATE DT
g RENIH el #R  ERZHEM @t
Salaries,
allowances Retirement
and benefits scheme  Share-based
Fees in kind Bonus  contributions compensation Total
FET FET FET FET FET FET
HK$000 HKS'000 HKS'000 HK$000 HKS'000 HKS'000
WrES: Executive directors:
) Chan Sing Chuk, Charles - 3,600 100 174 - 3,874
g\i Cheng Siu Yin, Shirley - 2,190 200 99 - 2,489
R=E Chan Wai Kei, Vicki - 981 130 44 705 1,860
BRiEY Chan Wai Lap, Victor - 1,689 150 76 705 2,620
BARE (FHE0) Wong Edward Gwon-hing (note () - 436 - 5 - am
i (F1E) Yam Tat Wing (note () - 668 = 5 704 1371
FHES Non-executive director:
il Fang Gang 100 - = - - 100
BiFsmES: Independent non-executive
directors:
RBR Yu Shiu Tin, Paul 50 - - - - 50
R Chan Ping Kuen, Derek 50 - - - - 50
e Sze Irons 50 - = - - 50
Kini# Cheung Chi Fai, Frank 50 - - - - 50
@t Total 300 9,564 580 403 2,114 12,961
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4 EEMERANES 14.
AT ZEFHM

(@) E=HM (&)

DIRECTORS’ REMUNERATION AND
EMOLUMENTS OF FIVE HIGHEST PAID
INDIVIDUALS (continued)

(a) Directors’ emoluments (continued)

BE_Z—=F"A=+HLFE
Year ended 30 June 2013

Eo A= RIKEHE
Hwe RENNZ TE4L R Fobr
Salaries,
allowances Retirement
and benefits scheme
Fees in kind Bonus  contributions Total

FET FET FET FET FET
HK$ 000 HK$'000 HK$'000 HK$000 HK$ 000

HTES: Executive directors:
REE Chan Sing Chuk, Charles - 3,600 300 174 4,074
3 Cheng Siu Yin, Shirley - 1,560 600 70 2230
=331 Chan Wai Kei, Vicki - 792 250 36 1,078
BRiEN Chan Wai Lap, Victor = 1,305 400 59 1,764
FHTES: Non-executive director:
F Fang Gang 100 = - = 100
BifymEs: Independent non-executive

directors:
RER Yu Shiu Tin, Paul 50 - - - 50
R i A Chan Ping Kuen, Derek 50 - - - 50
iy Sze Irons 50 = - - 50
KB Cheung Chi Fai, Frank 50 = = = 50
Bt Total 300 7,257 1,550 339 9,446
REBEE-_ZT—=%,H During the year ended 30 June 2013, one of the

=tHLFE HF—F
EEIMILER %Eaﬂ
—E——FKk=Z

FRA=ZTHILEFEZ
BN - 7= 2049196,00078
TLoBRFIEBEEIN FA
MEEENENRENE
ER & 2 K25 -

FR AEBEYERES
S EATF B E R IA S
PAINAARER IR 2 82 Rhak
BERLfR(E -

directors, Mr. Fang Gang, waived his emoluments
for the years ended 30 June 2011 and 2012 which
amounted to approximately HK$196,000. Saved as
disclosed, there was no other arrangement under
which a director waived or agreed to waive any
remuneration during the years.

During the year, no emoluments were paid by the
Group to the directors as an inducement to join, or
upon joining the Group, or as compensation for loss
of office.
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0 HERRMEREE
EERAAFRITE
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14. DIRECTORS’' REMUNERATION AND
EMOLUMENTS OF FIVE HIGHEST PAID
INDIVIDUALS (continued)

(a)

(b)

Directors’ emoluments (continued)

Note:

(i) Wong Edward Gwon-hing and Yam Tat Wing were
appointed as executive directors of the Company
with effect from 1 March 2014.

Five highest paid individuals

The five highest paid individuals during the year
included three (2013: three) directors at office for
the whole year, details of whose emoluments are set
out above. The remaining two non-directors were
eventually appointed as directors of the Company
during the year, details of their emoluments of being
non-directors (2013: two non-directors), highest paid
individual are as follows:

2014 2013
F#T FHET
HKS$'000 HK$'000

e EEK Salaries, allowances and
EWH = benefits in kind 2,184 3,204
TE4T Bonus 135 250
IRORET B Retirement scheme contributions 20 30
2,339 3,484
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+M - EEMERANES 14. DIRECTORS’ REMUNERATION AND
AT ZHEM @ EMOLUMENTS OF FIVE HIGHEST PAID
INDIVIDUALS (continued)

(b) FHNUEREHFAL(E) (b)  Five highest paid individuals (continued)
FEF 2R T ALTME The number of non-directors, highest paid
M EEN T Y& E 2 A individuals whose emoluments fell within the
Hr following bands is as follows:
AE
Number of individuals
2014 2013
= 21,000,000 7T Nil to HK$1,000,000 1 -
1,000,001/ 02 HK$1,000,001 to HK$1,500,000
1,500,000/ 7T 1 1
2,000,008 T E HK$2,000,001 to HK$2,500,000
2,500,0007% 7T - 1
2 2
FRN RSB MR During the year, no emoluments were paid by
TE=F WA &e the Group to the two (2013: two) highest paid
AT EREES individuals as an inducement to join, or upon joining
IIASKA IIA AR &R B R 2 the Group, or as compensation for loss of office.
RSk R AR
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(@)

T % - BERRE 15. PROPERTY, PLANT AND EQUIPMENT —
—KHE GROUP
BFREE BE  GE-RE
HELH EE 3 REES RiE  RERRE ERIR a5
Furniture,
fixtures and
Buildings and equipment
Leasehold leasehold Mining Plantand ~ and motor  Construction
land improvements  structures  machinery vehicles  in progress Total
AT AT TET AT AT TFET AT
HKS 000 HK$ 000 HK$ 000 HKS 000 HK$ 000 HKS 000 HK$ 000
RZF-ZERR=TH  At30June 2012
A Cost 6,160 96,358 41,391 59,812 56,431 1114 267,266
ZEHERRME Accumulated depreciation and
impairment (2,816) (50,545) (13) (51,077) (47,378) = (151,829)
REZE Net carrying amount 334 45813 41378 8,735 9,053 1114 115437
BEZF-Z£RXA=TAH Yearended 30 June 2013
LER
ENREFE Opening net carrying amount 3344 45813 41378 8735 9,053 7,114 115437
/T‘E Additions = 768 = 444 1,730 2977 5919
e Disposals - - - - (55) - (55)
2A/(iH) Transfer infout) - - 1,734 = 685 (2,419 =
neE Depreciation (102) (3423) (28) (1378) (2,783) - (7,114)
B Exchange realignment - 957 1,170 24 133 151 2,655
ERREFE Closing net carrying amount 3242 4,115 44,254 8,045 8,763 7823 116,242
RZF-ZEXAZTH  At30June2013
A Cost 6,160 98,801 44,294 61512 59,587 7823 28177
ZEHERRME Accumulated depreciation and
impairment 2,918) (54,686) (40) (53,467) (50,824) - (161,93)
REFE Net carrying amount 3242 44,115 44,254 8,045 8,763 7823 116,242
BEZF-MERA=TH Yearended 30 June 2014
LER
FNEEFE Opening net carmying amount 3,242 44115 44254 8,045 8,763 7823 116,242
NE Additions - 1491 1,256 - 3048 1,797 7592
HE /i DisposalsWiitten off - (439 - - (544) - (983)
g1/ () Transfer infout) - - 813 = - 813 -
e Depreciation (102) (3.464) @) (1,000) (3.299) = (7.911)
EHHAZ Exchange realignment - 732 127 20 % 23 1,000
ERREFE Closing net carrying amount 3,140 42,435 46,403 7,065 8,067 8,830 115,940
RZF-MEAR=TH  At30June2014
Cost 6,160 99,758 46,490 61,629 59,423 8,830 282,290
ZHHERRME Accumulated depreciation and
impairment (3,020) (57,323) (87) (54,564) (51,356) = (166,350)
REFE Net carrying amount 3,140 42,435 46,403 7,065 8,067 8,830 115,940
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+&

- I - BB RERE
—A&EE &)

R=_ZT—HWFEXA=1+H &&E
B AR M F B 4 %5 918,166,000
Bt (ZZT—=4%:19,385,000
BIL)ZETHELHMREFE
WEF (FAASEERZ —
MIBITEERE 2 ER (M
=t)-

R=ZZT—WFESA=1+H A
Y BB RERE 2 AEBRR
H1{E3,182,0008 L (=2 —=
4 13,285,000/ 0) Z A E L
MEFMRBES WAPHEE
B o

R-T—MEXA=1+H &
ZEAERERERERERE
2 A EBH6850008 T (- =
— =4 :328,00087C) 2 & HE

s T fERE - AEE

ARER T IfE A2 S R
NEEMEE  HREFEZ
BT

15.

16.

PROPERTY, PLANT AND EQUIPMENT -
GROUP (continued)

At 30 June 2014, the Group's certain leasehold land
and buildings with aggregate net carrying amounts of
approximately HK$18,166,000 (2013: HK$19,385,000)
were pledged to secure general banking facilities granted to
the Group (note 30).

At 30 June 2014, the Group's leasehold land and buildings,
included in property, plant and equipment, with a net
carrying amount of HK$3,182,000 (2013: HK$3,285,000)
are situated in Hong Kong and are held under a medium-
term lease.

At 30 June 2014, the carrying amount of motor vehicles
includes an amount of HK$685,000 (2013: HK$328,000) in
respect of assets held under finance leases.

LAND USE RIGHTS - GROUP

The Group’s interests in land use rights represented prepaid
operating lease payments and the movements in their net
carrying amounts are analysed as follows:

2014 2013

FET FET

HKS$'000 HK$°000

FYREFE Opening net carrying amount 41,440 41,824
FARHHEEA Amortisation charge for the year (1,465) (1,461)
bE 5 S Exchange realignment 108 1,077
FREEFE Closing net carrying amount 40,083 41,440
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16.

LAND USE RIGHTS - GROUP (continued)

The analysis of the net carrying amounts of the Group's
interests in land use rights according to lease periods are as
follows:

2014 2013
F#ET FET
HK$°000 HK$'000
REBLAINFE : Outside Hong Kong, held on:

A+FUERBES Long-term lease of over 50 years 240 246

TERTFHRBHEE Medium-term lease of between
10 to 50 years 39,843 41,194
40,083 41,440

R-ZZE—WESA=F+H XK
SERM{ER%1,413,000%8 7T
— T — =4 : 1,449,000/ 7T )
z%%ﬁiiﬂzﬁﬁﬁﬁée%&%ﬁﬁﬁ &=
RAEEER 2 —RRITEER
B2BEER(ME=T) -

REWME-F&EE

AEERKEHERF ARRE
T FEREEZAMBEYEER
SERRERBERKIREY X
R zFBEmE iﬂﬁéﬁﬁ’\$@
BAGEWRNENERER

BR o

17.

At 30 June 2014, the Group's certain land use rights with
aggregate carrying amounts of HK$1,413,000 (2013:
HK$1,449,000) were pledged to secure general banking
facilities granted to the Group (note 30).

INVESTMENT PROPERTY — GROUP

All of the Group's property interests held under operating
leases to earn rentals, for capital appreciation purposes or
property that is being constructed or developed for future
use as investment property are measured using the fair value
model and are classified and accounted for as investment

property.



Annual Report 2014 “F
Notes to the Consolidated Financial Statements m %25 B8RS Mzt

For the year ended 30 June 2014
HE_ZT—NFRA=THILFE

T+t REWEX-TEH 17. INVESTMENT PROPERTY - GROUP
(%) (continued)
RERE BISARR R 25 2 FREE Movements of the carrying amounts presented in the
BEBLA T consolidated statement of financial position can be

summarised as follows:

2014 2013
F#ET FAT
HK$'000 HK$°000
FYRAEE Carrying amount at the beginning
of the year 543,500 453,500
NE Additions 18,694 852
BRI Z SRITERFE Bank loan interest capitalised (note 7)

(FEEL) 4,262 4,379
NHEFAEMG W FERR Net gain from fair value adjustments 14,544 84,769
FREREE Carrying amount at the end

of the year 581,000 543,500
RZTE-—MEA=+H & As at 30 June 2014, included in investment property

AFREMHEZERLLFE A
27,151,000 T (ZE —=F:
22,889,000/ 7T, ) ©

R-ZZT—MNFESNA=+H %
BEYMERB LT EME
ET([EETDREFEE
EEFBARGKBEGHES
581,000,000 L (=& — =
£ : 543,500,000/ 7T ) ° Fl &r it
BOZTRENBRBERIER 25
BN (BERENSN BEE
A BB KAS BN - WET
RERBARABRLERIERBE
2o K T EE R - B EF i Em E
4 7 A EW 514,544,000/ 7T
(== — =14 :84,769,000/5 7T )
ERAFANEZ-

was interest capitalised of HK$27,151,000 (2013:
HK$22,889,000).

Investment property was valued at 30 June 2014 by
Chung, Chan & Associates (“CCA"), an independent
firm of chartered surveyors, at HK$581,000,000 (2013:
HK$543,500,000) on re-development basis by adopting the
residual site method. The residual site method is determined
by deducting the estimated total cost of the development
including costs of construction, professional fee, finance
cost, associated costs and an allowance for developer’s
risk and profit from the gross development value. A fair
value gain on revaluation of HK$14,544,000 (2013:
HK$84,769,000) arising therefrom was credited to profit or
loss for the year.

\e)
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17. INVESTMENT PROPERTY - GROUP

(continued)

The fair value of the Group's investment property is a level

3 recurring fair value measurement. A reconciliation of the

RAFELEHRERAT opening and closing fair value balance is provided below:
2014
FET
HK$'000
FUEEER Opening balance (level 3 recurring fair value)

(FIEREMUERTFE) 543,500
NE Additions 18,694
BN 2 RITERFE Bank loan interest capitalised (note 7)

(P7EL) 4,262
BEYHERNTEZED Change in fair value of investment property 14,544
FEREER Closing balance (level 3 recurring fair value)

($3BREMHLTH) 581,000
MERFIFEET ABZEZ  Change in unrealised gains or losses for the year included

FRARSHU K EIEZEE)  in profit or loss for assets held at the end of the year 14,544

N EFAETA BRIREMES
Ao Em (REERAR

The fair value measurement is based

on the above

investment property’s highest and best use, which does not

differ from their actual use.
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++t - BENE - FEE
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TREHRABNMETRENSE
RNFEZEFR -

EXRE
BEzaAE £

BERRER  WRRAEWER
16,0002
18,000/ 7T ' 7
XRZEME
£21,0008TE
35,0005 7T

BERT b5 BF7R2,00087T
BEREM
BERR

FARAERE 18%
GEPARTS
GlEES

BFHREBAD AFER
= e BT REREMBERRAR
= AFERE - FE RAERKR
BEME 2@ NBERS  AF
BERE-

FARGERMLEZES-

R-ZE—WENA=+H &&E
[ BR ™ {£581,000,0007 7t ( —
T — =4 : 543,500,000 7T ) 2
REYMECHER (EALAEE
BEZRTEE 2ER(HE
=t)-

R-ZE—MFERA=1TH K&
B2 RBEMELNEE  WAK
HHEERSE-

17.

INVESTMENT PROPERTY — GROUP

(continued)

The following table gives information about how the fair
value of the investment property is determined.

Significant
unobservable inputs Range
Price per square foot HK$16,000 to HK$18,000 for

office premises and HK$21,000
to HK$35,000 for commercial
and retail premises

Estimated construction and other ~ HK$2,000 per square foot
professional costs to completion

Estimated profit margin required to ~ 18%
hold and develop the investment

The higher the price per square foot is, the higher the fair
value is. The higher the estimated construction and other
professional costs are, the lower the fair value is. The higher
estimated profit margin required to hold and develop the
investment is, the lower the fair value is.

There were no changes to the valuation technique during
the year.

As at 30 June 2014, the Group's investment property
with a carrying amount of HK$581,000,000 (2013:
HK$543,500,000) was pledged to secure a bank borrowing
granted to the Group (note 30).

At 30 June 2014, the Group's investment property is
situated in Hong Kong and is held under long-term lease.
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+/\ - REE-FEE 18. MINING RIGHT - GROUP

2014 2013

FET FET

HKS$'000 HK$'000

FYRREFE Opening net carrying amount 1,050,495 1,020,524
E N Addition - 1,808
FREHEE A Amortisation charge for the year (1,074) (668)
P& 5 S Exchange realignment 3,011 28,831
FREEFE Closing net carrying amount 1,052,432 1,050,495
BEm4AE Gross carrying amount 1,054,505 1,051,490
R Accumulated amortisation (2,073) (995)
BREDFE Net carrying amount 1,052,432 1,050,495
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19. INTERESTS IN SUBSIDIARIES -

P/ /N| COMPANY
2014 2013
Fi#ET FET
HK$'000 HK$'000
FEETMRRAD - A A Unlisted shares, at cost 122,076 122,076
RIEHE Deemed capital contribution 173,710 173,710
BRRH B AR ZFRE Loan form part of the net investment
—&Hn 2 BB in subsidiaries* 424,148 424,148
VERIZEE Provision for impairment (30,237) (30,237)
689,697 689,697
JiE s B BB A B SR IE ! Due from subsidiaries* 539,026 518,693
DERIERBEELZ Provision against amounts due from
JiE U Ff /BB R R FRIA 2 B subsidiaries classified as
non-current assets (102,000) (102,000)
437,026 416,693
1,126,723 1,106,390
DEARBEEZ Due from subsidiaries classified
N NI E =R as current assets” 210,498 212,461
DERRBEE B Provision against amounts due from
(S ENCIE 3 subsidiaries classified as
current assets (124,730) (123,222)
85,768 89,239
NEAEREBAEZ Due to subsidiaries classified
ANl EPNGIE e as current liabilities* (33,423) (18,813)
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19. INTERESTS IN SUBSIDIARIES -
COMPANY (continued)

The movement on the provision for impairment of amounts

AT due from subsidiaries are as follows:
2014 2013
F#ET FET
HK$'000 HK$000
FEEER Balance at the beginning of the year 225,222 215,125
BERRESE Impairment losses recognised 1,508 10,097
FRAERR Balance at the end of the year 226,730 225,222
* B * The loan is repayable at the discretion of the Company but

ARRAIMBEERREEE
M AR AT B IR KA

R R KRERER A
it - 75 A R IR AR A A B BB
REZFRE —FBDRIE -

anp
[\YAy

W B A R 2 4R T
R RBERGE AR
FIARRTZEAREE
TRIEBRERERZ ER
B /& A B 3K 7885,768,0007%
7L (=& —=%F : 89,239,000
PETT) K JE BT BB A Bl 3K IE
33,423,000 L (= ZE—=
£ :18,813,000/87T ) °

the repayment of the loan is neither planned nor likely in
the foreseeable future. Therefore, the amount is treated as
part of the net investment in subsidiaries.

& The balances with subsidiaries are unsecured, interest-
free and not repayable within the next twelve months
from the reporting date, except for the amounts due from
subsidiaries of HK$85,768,000 (2013: HK$89,239,000)
and amounts due to subsidiaries of HK$33,423,000 (2013:
HK$18,813,000) which are repayable on demand.
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19.

COMPANY (continued)

INTERESTS IN SUBSIDIARIES -

Particulars of the principal subsidiaries as at 30 June 2014

MEARZFFRMAT : are as follows:
AL/
ARSI BiRm/ R FEL
Place of BRTRAFE ERAM
incorporation/ Particulars of Percentage of
&% registration and paid-up registered/ equity attributable £ E£H
Name operations issued share capital to the Company Principal activities
E# R
Direct  Indirect
EREfRARAR B EER20ET 100 - BRESRITE
Amco Jewelry Limited Hong Kong Ordinary shares of HK$20 Diamond trading and
polishing
Brangredi Limited Bk EERIET - 100 HEEHES
Hong Kong Ordinary share of HK$1 Jewellery trading
CJ. (UK) Limited* B 1,000/ BIREE 128 2 B R - 100 HEAHHE
United Kingdom 1,000 ordinary shares of GBP1 each Jewellery wholesaling
ENERERAT A LERI00BT - 100 ERES
Conti Diamond Limited Hong Kong Ordinary shares of HK$100 Diamond trading
Continental Investment B TBR100,0005 7T 100 - RERER
Company Limited Hong Kong Ordinary shares of HK$100,000 Investment holding
ERGE (IM)ARAR E AR B R 435,000,000 T - 100 HEEHRE
Mainland China Paid up capital of HK$35,000,000 Jewellery manufacturing
ENFEEHHARRAR i L37210,000,000% T 100 - KEAHRERME
Continental Jewellery (Mfg.) Hong Kong Ordinary shares of HK$10,000,000 Jewellery manufacturing
Limited and wholesaling
BN ERRAT A EERET - 100 MERE
Continental Property Hong Kong Ordinary shares of HK$2 Property investment
Holdings Limited

ul
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T KB ARZER - 19. INTERESTS IN SUBSIDIARIES -
V. /NI IE ) COMPANY (continued)
ML/
A RS EHE BiEm/ K AENR
Place of BETRAFE ERENI
incorporation/ Particulars of Percentage of
&% registration and paid-up registered/  equity attributable =~ EE£H
Name operations issued share capital to the Company Principal activities
E# i
Direct  Indirect
Continental Universe Limited AERAHE JREREEIRT 2 EBR 100 - RERRK
British Virgin Islands 2 ordinary shares of US$1 each Investment holding
DCGS Management Service BB 38 1%10,000,000% T - 100 REER/TREEERE
Limited Hong Kong Ordinary shares of HK$10,000,000 Investment holding/
providing management
services
EEREARAA A E43M50,000% T 100 - REER
Diamond Creation Limited Hong Kong Ordinary shares of HK$50,000 Investment holding
Golden Creation Jewellery EE L41,000,005%8 7T - 80 LEEHES
Limited Hong Kong Ordinary shares of HK$1,000,005 Jewellery trading
HEEORARLR EE 6,000,000 100 - RERRK
Ming Xiu Diamond Cutting Hong Kong Ordinary shares of HK$6,000,000 Investment holding
Factory Limited
A \TBEERAR! E AR B8R B 721,000,000% T - 100 RERORBERE
Mainland China Paid up capital of US$21,000,000 Mining and exploration of

mineral reserves

REER (BM)ERAR! PERRE B &R B7A11,000,000% 7T - 100 BEREHRITE
Mainland China Paid up capital of HK$ 11,000,000 Diamond trading and
polishing
IFmEYRERRAR" PERRE B HRAART,050,0007T - 100 REEMHLE
Mainland China Paid up capital of RMB7,050,000 Jewellery wholesaling
Patford Company Limited BE EB%10,000% T - 100 #ERE
Hong Kong Ordinary shares of HK$10,000 Property investment
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Th - RHB AR ZHEmE - 19. INTERESTS IN SUBSIDIARIES -
AT #) COMPANY (continued)
AL/
MRS EHERR/ K AENR
Place of BETRAFE ERANI
incorporation/ Particulars of Percentage of
4 registration and paid-up registered/  equity attributable =~ FEXH
Name operations issued share capital to the Company Principal activities
E# EE3
Direct  Indirect
Realford Company Limited Bk EER10,000% T - 100 #%ERE
Hong Kong Ordinary shares of HK$10,000 Property investment
ERRERRAR BB LRRIET - 100 WERE
Well Friendship Investment Hong Kong Ordinary share of HK$1 Property investment
Limited
Yett Holdings Limited RBENHE 100l S REEIETT 2 LRE 100 - REER
British Virgin Islands 100 ordinary shares of US$1 each Investment holding
Master Gold Development RBENHE 1REEIET ERE = 100 RAEER
Limited British Virgin Islands 1 ordinary share of US$1 each Investment holding

6 R B AREZ M 2 I B A & Wholly foreign-owned enterprise registered in the
e Mainland China.

: BREMERR—ABREE " Limited liability company — joint venture between domestic
AEE& e investors and Taiwan, Hong Kong or Macau investors.

i FHBEE L EERSFTAIE @ Not audited by BDO Limited or other BDO member firms.
BHARARRMEERZ The aggregate net assets of this subsidiary not audited by
Bk B AR ZE - FERL BDO amounted to approximately 1% of the Group's total
EEERIZHNBRAREE net assets.

FERBEAREEEFE
HREHN % °
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+h - RMBAR Z#EE—
Y /NINE-))

EERR LRMIIARRINE
RAE B EFAREAIEKAR
SEEEFEZRARD -E=
RAy MR EMM B AR 2 5F
FeERREBBRILE -

RN FER -F—=FXA
=+8 KB A T EEIT{E M
B

= RBEAR TR
AEBEEAAR

19.

20.

INTERESTS IN SUBSIDIARIES -
COMPANY (continued)

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

As at 30 June 2014 and 2013, none of the subsidiaries had

issued any debt securities.

INTERESTS IN ASSOCIATES — GROUP
AND COMPANY

K ¥ YN
Group Company
2014 2013 2014 2013

FET TAET FET TET
HK$'000  HK$'000  HK$'000  HK$'000

JELETMRM LA  Unlisted shares, at cost = = 9,385 9,385
L& EFE Share of net assets 6,034 6,034 = =
VRIERE Provision for impairment (6,034) (6,034) (9,385) (9,385)
A& A A
Group Company
2014 2013 2014 2013
FET FET FET FET
HK$'000 HK$'000 HK$'000 HKS$'000
JE U B 2 1 B FXIE Due from associates 1,259 1,259 = =
B B Provision for impairment (1,259) (1,259) = =
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“t+ - RBEARZERE - 20. INTERESTS IN ASSOCIATES — GROUP
REBEBRERE ) AND COMPANY (continued)

REZE_FT—NFR= =4 There was no movement in impairment losses in respect of
NA=THILEEE- ﬁ?’ﬁr‘éﬂﬁl amounts due from associates during the years ended 30
ERNFIREBZREBEHNES June 2014 and 2013.
@J o
EWRIB T EEIT R ERIRE The amounts due are unsecured, interest-free and repayable
KB o on demand.
B EEERAECAEEEE The summarised financial information of the Group's
B N a2 I E R g T principal associate extracted from its management accounts

are as follows:

2014 2013
Fi&ET FET
HK$'000 HK$ 000
R7NA=+H As at 30 June

EMBEE Non-current assets 298 288
MENEE Current assets 8,926 12,059
EMEBEE Non-current liabilities = -
mBEE Current liabilities (388) (581)

BHEANA=THLEE For the year ended 30 June
&S Revenue 3,660 7,015
FRN(EE),wmF (Loss)/Profit for the year (1,337) 1,155
HE 2wl Other comprehensive income 29 854
2R ARE Total comprehensive income (1,308) 2,009
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“t+ RBEARZER - 20. INTERESTS IN ASSOCIATES — GROUP
FEERERT #) AND COMPANY (continued)
RZE—WFASA=+H FZ Particulars of the principal associate as at 30 June 2014 are
BERRZFBIT as follows:
AL/

EHERM/ A RS S REEEL

BEITRAFE Place of FrERESA DL

Particulars of incorporation/ Percentage of
&8 paid-up registered/ registration and ownership interest ~ TEEH
Name issued share capital operations attributable to the Group Principal activities
LEENMEHARAR BHRRAARSY,093 2447 EIRE 36 REEHRERYE
General Jewellery (Shanghai) Paid up capital of Mainland China Jewellery manufacturing

Company Limited* RMB9,093,244 and wholesaling
* FEBEB L EERETRIE a Not audited by BDO Limited or other BDO member firms.
BHRAERRRR I EREZ
HAbpk B A RZzE e

BEERA LA E AT The above associate of the Company which, in the opinion
FEXEFANRMLEEQARES of the directors, principally affected the share of associates’
AN EE LS AR EE results for the year or formed a substantial portion of the
FEZBRHL D EFZRR W share of net asset of the associate by the Group. To give
REHEMEENR) 2 FIETER details of other associates would, in the opinion of the
RIEAMN IR directors, result in particulars of excessive length.
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TtEZER 21. INTERESTS IN JOINT VENTURES -
3| Rz

VYN GROUP AND COMPANY
AEE P /N
Group Company
2014 2013 2014 2013

F#T TAET FET TETT
HK$’000  HK$'000  HK$'000  HK$'000

EIEEEFE Share of net assets 159,419 119,264 = =
RIEH—HEE Deemed capital
TEHE contribution to a
joint venture* 12,405 12,405 12,405 12,405
27 —fHE% Loan to a joint venture
hEZEX 401,400 400,900 - =

573,224 532,569 12,405 12,405

B —HEECEZER The loans to a joint venture are unsecured, interest-free
B 2 B RBANREEH ;i f and not repayable within twelve months from the reporting
TZEAARERE- date.
# BRAGERTIRIEH —FEa & s The balance represented the deemed capital contribution
TCEZEENBARZH to a wholly-owned subsidiary of a joint venture,
B HERARRRZA A representing the fair value of the financial guarantee
HEITZRITEERE (M&F contract provided by the Company to a bank for the
= 175) RERTTIE (L B 7% & banking facility entered by that company (note 36).
REHZATE
AEHE
Group
2014 2013
FET FAET
HK$°000 HK$ 000
e — & &b 3ERIB Due from a joint venture 169 139
FRAREREER RENEAR The amount due is unsecured, interest-free and repayable
ESREMR - on demand.
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“t—REELEZER 21. INTERESTS IN JOINT VENTURES -
—REERAE R GROUP AND COMPANY (continued)
(%)
RZE—WEAA=1TH £ Particulars of the principal joint ventures as at 30 June 2014
BEDCEZFHBOT: are as follows:
ML/ REEEL
A RS S FrERESRN L
Place of
BEITRARE incorporation/ Percentage of
&8 Particulars of registration ownership interest T E£%
Name issued share capital and operations  attributable to the Group Principal activities
Wealth Plus Developments 50,0008t &R EE 17T 2 L@k RERAHE 50 REER
Limited 50,000 ordinary British Virgin Islands Investment holding
shares of US$1 each
ERERARAA EER10,00087T i 50 BRES
Multi-Minerals Limited Ordinary shares of Hong Kong Trading of mineral ores
HK$10,000

REBEREG &1 ZEWealth Plus
Developments Limited (7 % &
RRESEMKIRRESE
B BUERAK) RERER
ERAF (RBEB M R
B BN BB ) I E50%
BHm(ZTE—=F:50%) °
Wealth Plus Developments
Limited X [EfE &R B R A R 2
FEXBORNAKREZERKE
FES aHNRHERAEH
REHZEECERHIEEF
BEFTHER 2 # 4 - T Wealth Plus
Developments Limited % 1EB#& &
RERAFEEZHELHEELH
BEZENRHEEEREEREZ
B -RBEABUBHRELERZE
11595 ZEEELHRBEREE
3 WEERERENGE
s ABR o

The Group has 50% (2013: 50%) interests in joint
ventures, Wealth Plus Developments Limited, a separate
structured vehicle incorporated in the British Virgin Islands
and operating in Hong Kong, and Multi-Minerals Limited,
a separate structured vehicle incorporated and operating
in Hong Kong. The primary activities of Wealth Plus
Developments Limited and Multi-Minerals Limited are
investment holding and trading of mineral ores respectively.
The contractual arrangement provides the Group with only
the rights to the net assets of these joint arrangements,
with the rights to the assets and obligation for the liabilities
of the joint arrangement resting primarily with Wealth Plus
Developments Limited and Multi-Minerals Limited. Under
HKFRS 11, these joint arrangements are classified as joint
ventures and have been accounted for in the consolidated
financial statements using the equity method.
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= REELHEZER 21. INTERESTS IN JOINT VENTURES -

—REERAKAF GROUP AND COMPANY (continued)
(&)

REBE 2 EEKRNEG & FWealth The summarised financial information of Wealth Plus
Plus Developments Limited & Developments Limited and its wholly-owned subsidiary
&M B2 A ([Wealth Plust (“Wealth Plus Group”), a material joint venture of the
B ) 2 Bt 7% & B Z DA ) B 5 Group, and reconciliation to the carrying amount included in
AREEERE MBS 2 REE the Group's consolidated financial statements are as follows:
ZERRAAS

Wealth Plus & &
Wealth Plus Group

2014 2013
F#T FETT
HK$'000 HK$'000
WANBA=+H As at 30 June
IEREEE Non-current assets 1,902,832 1,340,231
mENE E Current assets 86,309 30,730
EMEBAE Non-current liabilities (1,505,374) (1,065,153)
mENaE Current liabilities (140,130) (42,481)
sFA LA ZIER - Included in the above amounts are:
ReEMRESEH Cash and cash equivalents 38,314 3,153
nEemasE (TeFEE S K Current finandial liabilities
H fth fE 5 5RIH) (excluding trade and other payables) (30) =
JERBEE (T EEEM Non-current liabilities (excluding
JE{S FR T8 K ) other payables and provision) (1,505,374) (1,065,153)
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- REELEZHERA 21. INTERESTS IN JOINT VENTURES -
—AEERAQF GROUP AND COMPANY (continued)
(&)
Wealth Plus & &
Wealth Plus Group
2014 2013
FET FET
HK$'000 HKS$'000
BEANA=THLEE For the year ended 30 June
e Revenue - -
F N Al Profit for the year 80,588 24,988
B2 mikas Other comprehensive income (278) 27,830
2HEEBEE Total comprehensive income 80,310 52,818
FTAEMFIAZIEE ¢ Included in the above amounts are:
e R H Depreciation and amortisation (176) (188)
MEIA Interest income = -
FEMXZ Interest expense = _
P15 i 2 Income tax expense (36,510) (12,322)
HAEEREELEZ Reconciled to the Group's interests
e in the joint venture
EECEZEEFE Net assets of the joint venture 343,637 263,327
REEZERAE Group's effective interest 50% 50%
AEBERLEEREEEFE Group's share of net assets of
the joint venture 171,819 131,664
HER: Represented by:
e ECEEEFE Share of net assets of the joint venture 159,414 119,259
RIEHEEDELE Deemed capital contribution to the
joint venture 12,405 12,405
AREE Carrying amount 171,819 131,664
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“t+— -MEELEZES 21. INTERESTS IN JOINT VENTURES -

—REERAERF GROUP AND COMPANY (continued)
(&)
AEBFERGEGEZHBE Financial information of the joint venture that is immaterial
- to the Group:

2014 2013
F#ET FET
HK$'000 HK$°000

FERGEEZREE Carrying amount of immaterial
joint venture 5 5
F R Al Profit for the year = =
H 2 E ks Other comprehensive income = =
EHERE AR Total comprehensive income = =

"+ AItHEZERME 22. AVAILABLE-FOR-SALE FINANCIAL
E-A&EE ASSETS - GROUP
2014 2013
F#ETT FET
HK$°000 HK$'000
ERAIEE R AFE: Listed equity investments, at fair value:
B Hong Kong 13,444 13,559
Eauiwlm (FizE@)) Elsewhere (note (a)) 10,619 9,707
24,063 23,266
FEEMRRAIZE - AR Unlisted equity investments,
(Bt3E©) at cost (note (c)) 11,339 11,339
VERIEEE Provision for impairment (7,108) (7,108)
4,231 4,231
5T Total 28,294 27,497
B ZmE Market value of listed investments 24,063 23,266
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(o))

—_+=-

(a)

AEHEZEME
E-KE&EEBE #)

RZZE—ZTFHA=H"'&
ArEl—HEEZEREA
AIERERBR AR ([E
[Bh]) E2Famous Key Holdings
Limited ([Famous Key | -
—HEREBEXESEM
K ZBRAA BHAR
ARTESFRE=ZEFEL
(TlRBL2E#HE)T
7 B & W& LAmFamous
Key i & 22,239,873
& Macarthur Minerals
Limited ([MMS 1) B& 3 °
@ B - =B 75 EEMinmetals
Mining Corporation Limited
(IMinmetals | » —ER &
BHMKZz BRAR)ET
YR —MMEEHZHE AR
Minmetals{ #53,144,6540%
MMSA& 15 © Minmetals® == J5
Ml S TR AR R R IEBITE
TR i 2 R R
Gz EEBR_——4%F
= A=+ H & BMRFamous
Key & Minmetals% 77 A 4 i%
= AT (E3.0500 7T (48
5 7024.3545% 7t ) 52 Ak U B
5,384,527k MMSE& 15 & 4
FIBER M EE=+TH - MMS
R—ERMERZREZES
REGMEMZBNAT H
F 2 EB RN EIR
k% AEBERR = #EA
HO[R o

RN (=T —=F:/85N)
Z EMRAZEMEFAKX
B Tk ERRA  AHKIE
BN EMRAKRECHE

I A F R B S RO E S
182,077,000 L (=T —=
£ : 10,076,000/ 7T ) °

22. AVAILABLE-FOR-SALE FINANCIAL
ASSETS - GROUP (continued)

Notes:

(a)

On 3 June 2010, Trade Bloom Holdings Limited (“Trade
Bloom"), an indirect wholly-owned subsidiary of the
Company, entered into a sale and purchase agreement
with Famous Key Holdings Limited (“Famous Key”), a
company incorporated in the British Virgin Islands with
limited liability and wholly-owned by Dr. Chan Sing
Chuk, Charles (“Dr. Chan”), an executive director of the
Company, to acquire an aggregate of 2,239,873 shares
of Macarthur Minerals Limited (“MMS"”) from Famous
Key. On the same date, Trade Bloom also entered into
another sale and purchase agreement with Minmetals
Mining Corporation Limited (“Minmetals”), a company
incorporated in Hong Kong with limited liability, to acquire
3,144,654 shares of MMS from Minmetals. Mr. Fang Gang,
a director of Minmetals, has also been a non-executive
director of the Company. Having satisfied the terms and
conditions of the aforesaid agreements, the acquisitions
of the 5,384,527 shares of MMS were completed on 30
March 2011 at the market price of Canadian dollars 3.05
(equivalent to HK$24.354) by the issue of convertible notes
to Famous Key and Minmetals as detailed in note 35.
MMS is an Australian company listed on the Toronto Stock
Exchange in Canada and its principal activity is exploration
and development of an area with significant prospective
iron-ore located in Western Australia.

There was a significant decline in the market values of
listed equity investments in overseas (2013: overseas)
during the year. The directors consider that such a decline
indicates that the listed equity investments have been
impaired and an impairment loss of HK$2,077,000 (2013:
HK$10,076,000) has been recognised in profit or loss for
the year.
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"+ At HEZEME 22. AVAILABLE-FOR-SALE FINANCIAL

E-AEE ASSETS — GROUP (continued)
Bt (&) Notes: (continued)
© IE E TR ANIE & THIR AR (© The unlisted equity investments are stated at cost less
EREREEER REER provision for impairment as they do not have quoted
BRAKRE N ERIERTIS®R market prices in an active market and the range of
B BEAFECEEMBEH reasonable fair value estimates is so significant and
BEREEFZHEHEEE the probability of the various estimates is significant.
ANBt - EFERBAFE Accordingly, the directors are of the opinion that the
TREAIEMFAE - RBEZ fair value cannot be reliably measured. There was no
T-MER T —=FA movement in provision for impairment in respect of
=tTRIEFE FIELTR unlisted equity investments at cost during the years ended
AR E IR 2 AR 30 June 2014 and 2013.
—t+= - RPEBWEIR - 23. LONG-TERM RECEIVABLES - GROUP
AEBRAKQF AND COMPANY
AER VN
Group Company
2014 2013 2014 2013

W FET TAT FET THET
Notes  HKS$'000  HK$'000  HK$'000  HK$'000

HGL R Promissory notes (@) 11,449 11,449 5,743 5,743
EMRHEERFIE  Other long-term
receivables (b) 700 1,700 - -
12,149 13,149 5,743 5,743
DERIEEZ ] Provision for
impairment (12,149) (13,149) (5,743) (5,743)
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“+= - REEBYWEIE - 23. LONG-TERM RECEIVABLES - GROUP
ZK% &zt/l} H AND COMPANY (continued)
()
REAEW IR E R 2 Z B0 The movement on the provision for impairment of long-term
S & receivables are as follows:
AE VNN
Group Company
2014 2013 2014 2013
ks Fi#ET FAT Fi#ET FAET
Notes  HKS$'000 HK$'000 HK$’000 HK$'000
F R Balance at the
beginning of
the year 13,149 14,116 5,743 5,743
# O EBE Impairment losses
reversed (b) (1,000) (967) - -
FREERR Balance at the
end of the year 12,149 13,149 5,743 5,743
Htat - Notes:
(@) RZZE—WmFA=+A (a) Out of the promissory notes of HK$11,449,000 as at 30
A #011,449,0008 L (=& June 2014 (2013: HK$11,449,000), HK$7,828,000 (2013:
— =4 :11,449,000/7T) Z HK$7,828,000) is secured, interest-free and repayable
=R 0 7,828,000 7T by 15 annual instalments commencing on 1 October
(ZE2—=%:7,828, OOO;E, 2001. The remaining balance of HK$3,621,000 (2013:
75) E*ﬁ}fﬁ?ﬁﬁ %8 K/Em HK$3,621,000) is unsecured, interest-free and repayable by
—F+A—HEn +£ 13 annual instalments commencing on 15 March 2003. In
Eﬁ&?ﬁ o H $23,621,0007% 7T view of default in repayment of the promissory notes, a full
(ZZF—=%:3,621,000/% impairment was made in prior years.
L) REEE RS RAR
—EE=F=RATHHES
TEFER - ENERER
AHER ERUNEFERE
2 ERE
(b) R-ZE—WNFEXA=1+8" (b) As at 30 June 2014, the balance represents a shareholder’s

a%zﬁﬁ?ﬁ@%*ﬁﬁ%ﬁfﬁﬁﬁ
7]2700,0008 T (=2 —=
£ :1,700,0005 7T ) IR &
HoRHRBEAERS EIRA
RAR-_BE—RFENA=F
AEZ -ZERZEIEE AT
ZHBRBRIE BERAE
FEEHEZARE -REE
—T—NmWEANA=THL
FECZWRELRIBKE
31,000,000 L (= —=
#:967,000870) - WR1B
PR R A MR IE R E
B &% [8]1,000,0007 7T ( —
T — =4 :967,000/7T) °

loan of HK$700,000 (2013: HK$1,700,000) advanced to
an investee company which is interest-free, unsecured
and repayable on 30 June 2015. In view of poor financial
performance of the investee company, a full impairment
was made in prior years. An amount of HK$1,000,000
(2013: HK$967,000) was repaid by the investee company
and a reversal of provision for impairment of long-term
receivables of HK$1,000,000 (2013: HK$967,000) is
recognised in profit or loss for the year ended 30 June
2014.
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—+m- FE-AKH 24. INVENTORIES - GROUP
2014 2013
FET FAET
HK$°000 HK$ 000
R % Raw materials 115,130 138,058
FBUAK Work in progress 5,475 5,050
BUAK Sh Finished goods 137,317 128,664
257,922 271,772
“+h- BEHEWEE- 25. TRADE RECEIVABLES — GROUP
AEE
2014 2013
FET FET
HKS$'000 HK$°000
B 5 YRR Trade receivables 133,328 133,023
W IR E R Less: provision for impairment of

receivables (28,274) (27,825)
B 5 WA — 55 Trade receivables — net 105,054 105,198
AEE-RZBITRENRERE The Group normally grants credit terms to its customers
BPZEE BERRHELEEF according to industry practice together with consideration
MEE R 2 EEBRIR -84 of their creditability, repayment history and years of
ERAREREREERE A&H establishment. Each customer has a maximum credit
IR I8 B R E R R IR AR R limit. The Group seeks to maintain strict control over its
B BB RIER S REEE outstanding receivables. Overdue balances are regularly

TERETTEE - reviewed by senior management.
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“+5 - BESEWEIE-
AEE @)

REE B MR BERRIBHE
R A8 5 RKGRIAZ ARk

25. TRADE RECEIVABLES — GROUP (continued)

An ageing analysis of trade receivables, net of provision, as

at the reporting date, based on the date of recognition of

DHTER the sale, is as follows:
2014 2013
F#ET FET
HKS$'000 HK$'000
0—30H 0 - 30 days 33,837 30,808
31—60H 31— 60 days 21,366 24,194
61—90H 61 — 90 days 23,752 23,400
90H A E Over 90 days 26,099 26,796
105,054 105,198

BRPFE46 3FTMEEE SN - IR
SEAAREEF DAL ZH
AEZEREFAMNS  WEEF
EERR-

Save as disclosed in note 46.3, there is no concentration of

credit risk with respect to trade receivables, as the Group

has a large number of customers which are internationally

dispersed.
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“+hH - B5REEIE- 25. TRADE RECEIVABLES — GROUP (continued)
EE @)
REZEB  HIREBERE SRR The ageing analysis of the Group's trade receivables as at
BEHR 2 & 5 R MGRIE 2 BRIR the reporting date, based on due date and net of provision,
DHTAR : is as follows:
2014 2013
F#ET FAT
HK$'000 HK$°000
AN BRI R RE Neither past due nor impaired 70,072 67,183
# HI0—30H 0 — 30 days past due 18,561 11,131
B HI31—60H 31 - 60 days past due 6,705 10,763
#H61—90H 61— 90 days past due 4,223 6,327
#HA91—180H 91 - 180 days past due 4,230 8,222
#H1181—365H 181 — 365 days past due 810 884
#HA365H MA £ Over 365 days past due 453 688
105,054 105,198

BE SRR BT R 2 B 5 RN
R E TR L Tt
TRES:

EEHMERREZ B S EKFIA
WEERBEANEEAR RIFERC
BZTRAEP REBELR
EEERE BRNEEERYE
BEREH BERDEETEH
Yo Bl - B b R R A A B SRR
WERE - AEEYECAH
BRBEZEZBEFAFEE
MERmEERIEMEE

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for whom
there was no recent history of default.

Trade receivables that were past due but not impaired
related to a large number of diversified customers that
had a good track record with the Group. Based on past
experience, the management believes that no impairment
allowance is necessary in respect of these balances as
there has not been a significant change in credit quality
and the balances are still considered fully recoverable. The
Group did not hold any collateral as security or other credit
enhancements in respect of trade receivables that are past
due but not impaired.
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“+5 - BESEWEIE-
AEE @)

B 5 RWHIR 2R ERER T ER
BB FRIEAKER B
Bl E 5 RYRIAZ EWE
ERBERLT REBESEER
B 5 EUGRIEME - B 5 WK
HRERBZESHIT

25. TRADE RECEIVABLES — GROUP (continued)

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which
case the impairment loss is written off against trade
receivables directly. The movement in the provision for
impairment of trade receivables is as follows:

2014 2013

F#ET FAET

HK$'000 HK$°000

FEERR Balance at the beginning of the year 27,825 27,702
BRI EREE Impairment losses recognised 542 123
bE X Z 50 Exchange difference 89 -
B Amount written off (182) =
FRAERR Balance at the end of the year 28,274 27,825

REGEH ARBZEZEK
IR (A 5 e BB R R
18 - ERIRE < B 5 W FIR S
RERYBENRZES -

ARPEERR NEEH &
R —FRWKE 2z B 5 RKFIR
ZAFERARAETEENE
2 AARSEHENERER
Elp

At each reporting date, the Group's trade receivables were
individually and collectively determined to be impaired. The
individually impaired trade receivables relate to customers
that were in default or delinquency in payments.

The directors of the Company consider that the fair values
of trade receivables which are expected to be recovered
within one year are not materially different from their
carrying amounts because these balances have short
maturity periods on their inception at the reporting date.



Annual Report 2014 “F
Notes to the Consolidated Financial Statements m %25 B8RS Mz

For the year ended 30 June 2014
HE_Z—NFRA=THILFE

“+5 - UAEEFSANER 26. FINANCIAL ASSETS AT FAIR VALUE

ZEMEE-FKE THROUGH PROFIT OR LOSS - GROUP
L& N AND COMPANY
AEM NS
Group Company
2014 2013 2014 2013

FET TAET FET TETT
HK$'000  HK$'000  HK$'000  HKS$'000

BB EMRAFES - Listed equity securities
A in Hong Kong,
at market value 14,309 12,072 - -
AMAAR R Redemption option of
fEO == convertible note
(fE=+A) (note 35) - 7 - 7
14,309 12,079 - 7
FRAESF ATFEIZER Fair value of the listed equity securities have been
REEBEERTIZ M TE determined by reference to their quoted market prices at the
REETE ° reporting date in an active market.
AT EGTABR Z EREER Financial assets at fair value through profit or loss are
FEREMBERAKLEEB—E presented within the section on operating activities as part
2 AREEESEEH D of changes in working capital in the consolidated statement
of cash flows.
NAFEGFAERZEMEEZ Changes in fair value of financial assets at fair value through
NHEET ABRA 2 HML profit or loss are recorded in other operating income in
A o profit or loss.
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H

—t+t - TEEMIA- 27. DERIVATIVE FINANCIAL
EH INSTRUMENTS — GROUP
2014 2013
FETT FAET
HKS$'000 HK$°000
REIEHES K+ Forward currency contracts* - 38
* RZE—=FSA=1H &H * As at 30 June 2013, the forward currency contracts were
BB EHNARSETE R—FR denominated in British Pounds and maturity was less than one
EIHA - year.
N RERREEH - 28. CASH AND CASH EQUIVALENTS -
REERAELF GROUP AND COMPANY
ReRBFRBREUATHD Cash and cash equivalents include the following
components:
AEE VN
Group Company
2014 2013 2014 2013

F#ET FET FET FET
HK$'000  HK$'000  HK$'000  HKS$'000

He MIRITHER Cash and bank balances 78,124 37,911 61 33
RITIR @R T B RITF R R R Cash at banks earn interest at floating rates based on daily
BUEBAIE bank deposit rates.

RRARESZRE BRIRESZA The directors of the Company considered that the fair values
TEEERAETEEAER of the cash at banks are not materially different from their
EAEBRERMATIE- carrying amounts because of the short maturity period on

their inception.
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—HIN - HERREEH— 28. CASH AND CASH EQUIVALENTS -

FEBRARF

(%)

RZE—WFENA=+H &%
BEAARE(TARE])EESZ
IR & MIR1T 45 88 49 56,943,000
BIL (ZF— =1 : 6,638,000/
JT) ' B ARIEE T A B oARE
ZRITHEF LFE - ARKEN
JEAEREB B - IRIEHE
ABE SN E Il (R 17 J A5 0 - S (B
RNEERRE NEEABA
BREEITINE R 2 RITEHA

GROUP AND COMPANY (continued)

As at 30 June 2014, the Group had cash and bank
balances denominated in Renminbi (“RMB") amounting
to approximately HK$6,943,000 (2013: HK$6,638,000),
which were deposits with banks in Mainland China or held
in hand. RMB is not a freely convertible currency. Under the
Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement and Sales and Payment
of Foreign Exchange Regulations, the Group is permitted to
exchange RMB for foreign currencies through banks that are
authorised to conduct foreign exchange business.

R SR -
Zt+h - BHEMEIE- 29. TRADE PAYABLES - GROUP
TEE
2014 2013
F#ET T
HK$000 HK$°000
=) N Trade payables 135,354 138,132

B 518 (508 2 15 B 1 B e B
7R (R 4 8 7 T 15 5 2 KT R
A-REHA AEERERE
B2 B 5 I T EE S B T
mF

The credit terms of trade payables vary according to the
terms agreed with different suppliers. The ageing analysis of
trade payables of the Group as at the reporting date, based
on the invoice dates, is as follows:

2014 2013

F#T T

HK$000 HK$000

0—30H 0 - 30 days 43,621 49,041
31—60H 31 - 60 days 35,866 25,636
61—90H 61 — 90 days 19,021 24,932
90H A k£ Over 90 days 36,846 38,523
135,354 138,132

BHRNREBREHLEE A
t EERREHEMNFAZER
EEEE QA FERE-

Trade payables are short term in nature and hence, the
directors consider the carrying amount of trade payables are
considered to approximate to their fair values. 18

ul
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(o))

=+ RITEH -FKEH 30. BANK LOANS - GROUP
RITERREBEZDTAT The analysis of the carrying amount of bank loans is as
follows:
2014 2013
F#ET FET
HK$000 HK$°000
il R=Ri Current liabilities
2, R—FEARNEEZ Portion of loans from banks due for
RITERE S repayment within one year
—BHER — Guaranteed 77,425 53,681
— B IR & A R — Secured and guaranteed 125,000 90,000
202,425 143,681
AR —FRERETEE Portion of loans from banks due for
BEREBRIEZ repayment after one year which
RITEREHH contain a repayable on demand
clause
—BER — Guaranteed 4,601
—BERRBER — Secured and guaranteed 204,100 192,500
208,701 192,500
411,126 336,181
At 30 June 2014, the bank loans were scheduled to repay as

EHAER ZZD—F follows:
2014 2013
F#ET FAET
HK$'000 HK$'000
RITER: Bank loans:

AR—FNEE Repayable within one year 202,425 143,681
ARE_FEE Repayable in the second year 207,340 192,500

ERE=ZEFAF Repayable in the third to
(BRRERMT)ER fifth years, inclusive 1,361 =
411,126 336,181
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=1+ RITEF—KEH 30. BANK LOANS — GROUP (continved)

(&

MBI AE R R PTR] L&
KB AREE B FeHEMNR

BRERGZFE-

R-E—NFER-_F—=F,7
= tH AEEZRTEERE
BT AITE B TR -

@ AXE&EBKM@MEY
581,000,000/ 7t ( =&
— =% :543,500,000/%
TC) 2B W HE 2 R TE
(M)

by X&BEKE@TMEILD
18,166,0008 T ( =&
— =%:19,385,000/%
TIZHETHRETZ
AR (MsE+HR)

(© AN E B EM®@MEY
1,413,000 (=2 —=
£ 11,449,000/ 7T) 2
o 2 A TE AR (B
FEIN)

d) ARBMEHZRARER:

€ ARF-FIEEENE
RAZ BB R

() RRIESERBETRER
7B BT R & B 2 42
e

ANEB VBT EZRITER
402,941,000 L (ZF—=4F:
323,731,000/ 70 ) 2 )% 8) & Fi| =&
NF1.46%%E2.46% (Z T —=
FNF1.67%%E2.90%) - AR
B ER1TE 7X8,185,000/8 7T (==
— =% :12,450,000/8 7T ) 2 2 &)
ENERI% (ZBE—=F :NTF
7%%8.54% ) °

The amounts due are based on the scheduled repayment
dates set out in the loan agreements and ignore the effect
of any repayment on demand clause.

At 30 June 2014 and 2013, the Group's banking facilities
were secured/guaranteed by the followings:

(@) legal charges over the Group’s investment
property with carrying values of approximately
HK$581,000,000 (2013: HK$543,500,000) (note
17),

(b) legal charges over the Group's leasehold land and
buildings with carrying values of approximately
HK$18,166,000 (2013: HK$19,385,000) (note 15);

(0 legal charges over the Group’s land use rights with
carrying values of approximately HK$1,413,000
(2013: HK$1,449,000) (note 16);

(d) corporate guarantees executed by the Company;

(e) ordinary shares of an indirect wholly-owned
subsidiary of the Company; and

(f) guarantees from the Government of the Hong Kong
Special Administrative Region, under the Special
Loan Guarantee.

The bank loans of the Group denominated in HK$ of
HK$402,941,000 (2013: HK$323,731,000) have floating
interest rates ranging from 1.46% to 2.46% (2013:
1.67% to 2.90%) per annum. The RMB bank loans of
HK$8,185,000 (2013: HK$12,450,000) have floating
interest rates at 7% (2013: ranging from 7 % to 8.54%)
per annum.
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o]

=t+— BHERERE— 31. OBLIGATION UNDER FINANCE LEASES

AEHE - GROUP

AEERELREEXEBHEER
B-R_T—MFRA=1TH"
REREHE 2 RREEHEN

The Group leases motor vehicles for its normal operating
business. As at 30 June 2014, the total future minimum
lease payments under finance leases and their present values

HBEENREBRERT were as follows:

=REE =RHEE ®EHE REHEE
FHRERE REEt] AFRE N

Present Present
value of the Total  value of the Total
minimum minimum minimum minimum
lease lease lease lease
payments payments payments payments
FET FET FAT FET
HKS$000 HK$'000 HK$000 HK$000
—FR Within one year 212 238 113 120
—FERERER After one year but within two years 345 376 104 106
557 614 217 226
R RF B R % B Less: Total future interest expenses = (57) = (9)
MEREBHE Present value of lease obligations 557 557 217 217
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BHRERR
HE-FEER
VN

32.

DUE TO RELATED COMPANIES -
GROUP AND COMPANY

AEE ARNFE
Group Company
2014 2013 2014 2013
FET FET FET FET
HKS$'000 HK$000 HK$'000 HK$000
B B= Current liabilities
FETBIE A Al Z0IA (Pt E(a)) Due to related companies (note (a)) 2,330 2,321 = -
ERBEE Non-current liabilities
FETRdE AR 5/E (M (b)) Due to related companies (note (b)) 76,774 83,903 48,086 53,346

Kiat -
(a

B —MEERERE
441,000 70 (ZE—=%:
439,000/ 7T ) A& &K
EERR_-_ZFT—HFWNA
—+—HA(ZE—=%F:=
T—NENA=+—H)Z
HEE- S —EEMN—TEA
X &) 381,889,000/ 7T
—F— =4%:1,882,000/%
L) BEEF RSB RRZ
Z—RFERA-+RB (=
T—=F:"FT—NFHA
—+73H)EEEE-

R-ZE—WFENA=+=
H —HEBEQABE—2
A& 58 A R¥27,250,0007C
($H2:1234,313,000/8 7T) 2
BEZIHEAEERE-F
—+FRA=+—H-B&
BB A FEEREEZ &
HKABZEZBEERR =
T-—NENA-+=HBH
IR (& 75 (B 53,880,000
BLe LMl EBEE
WHEERBE—_Z—NF
NAZTRHIEFEEEET
MR B —RIRE D AR
18 7 B T (828,688,000 7T
(=Z—=4:30,557,000/
L) BEEF RSB RRZ
ZE—++FRA=+—H(=
T—=F:"F—hHFHA
=+—RH)3HEE - HE@
BHEATSFENZE6.15%
T —=%:6.15% )&t
:;{'o

Notes:

(a

An amount due to a related company of HK$441,000
(2013: HK$439,000) is unsecured, interest-free and
due for repayment on 21 April 2015 (2013: 21 April
2014). Another amount due to a related company of
HK$1,889,000 (2013: HK$1,882,000) is unsecured,
interest-free and due for repayment on 26 May 2015
(2013: 26 May 2014).

On 23 June 2014, a related company renewed the
maturity date of the debt due of the principal amount of
RMB27,250,000 (equivalent to HK$34,313,000) to 31
May 2017. Gain on debt extinguishment of HK$3,880,000
was resulted from the difference between fair value of the
renewed debt and amortised costs of the original debt on
23 June 2014. The gain on debt extinguishment of the
said amount was then recognised in profit or loss during
the year ended 30 June 2014. The carrying amount of
the amount due to a related company of HK$28,688,000
(2013: HK$30,557,000) is unsecured, interest-free and due
for repayment on 31 May 2017 (2013: 31 May 2015). Its
carrying amount was calculated using a market interest rate
of 6.15% (2013: 6.15%) per annum.

O



Notes to the Consolidated Financial Statements m %15 B RS S HizE

For the year ended 30 June 2014
HE_Z-—MFEA=THILFE

o

=+ ERREAR

HE-XEER
V. N/N=INE )

Hrat: (%)

(b)

(%)

RZTE—=F+=A=+
H - B3 2 BlFamous Keyi%
— £ N4 %858,170,0007 T
JRAS BB AT 2 AR AR (R BT 5
=T h#E— ) meE
EZEBEZIHBERES
E—+tF=A=+—H-E
BEBZAFERAREEZ
BHEA ARz ZEEHR
T—=F+-"F=-t+BHHER
& 755 18 Ik 258,869,000/
Too bR 2 EHIEE K
mHEBRIEZBAEARLEE
BRI Mz kE AR T m
AR ERPRIE R 4FH - K
REIMITESTREL A
ZHENRZESEAN

BN —MEEARFIEZ R
T 848,086,000/ 7T (=&
— =% 153,346,000/ 70) A&
ELF RERR T —+
FZA=+—HB(Z2—Z=
F:ZE—NFAA=1ARH)
FEER - EEmENRA
NS ERERT AT %t E o

32. DUE TO RELATED COMPANIES -
GROUP AND COMPANY (continued)

Notes: (continued)

(b)

(continued)

On 20 December 2013, Famous Key, a related company,
renewed the maturity date of the debt due of the principal
amount of HK$58,170,000 to 31 March 2017, which
was originally arisen from a convertible note as further
detailed in note 35(a). Gain on debt extinguishment
of HK$8,869,000 was resulted from the difference
between fair value of the renewed debt and amortised
costs of the original debt on 20 December 2013. The
gain on debt extinguishment of the said amount was
then treated as a deemed capital contribution from the
related company, which is ultimately held by Dr. Chan, the
controlling shareholder. Dr. Chan, an executive director
of the Company, is also a beneficial owner of this related
company.

The carrying amount of the amount due to a related
company of HK$48,086,000 (2013: HK$53,346,000)
was unsecured, interest-free and due for repayment on
31 March 2017 (2013: 30 September 2014). Its carrying
amount was calculated using a market interest rate of
7.17% per annum.
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=1+= - BmE&ERAR 33. DUE TO ULTIMATE HOLDING

ME-AEH

REE= —E/\H +HI1E
FE- Eﬁa—w HIELZ
Eﬁﬁfﬁé%,aatoooﬂ%m%aﬁ%
IR ARG EMBIBELS
BB RAERBRELE -

R-ZE—=FXA=1H &X
Iﬁi%ﬂ}fﬁﬁ RERBANGE
B ARRT—EARNERE

REEZE-_T—NFA=1+HL
FE - ASEEREEEEN®
%g¢1 L\ﬂﬁAIE\O

COMPANY - GROUP

During the year ended 30 June 2013, the carrying amount
of the amount due to ultimate holding company of
approximately HK$6,331,000 was waived by the ultimate
holding company. The said amount was recognised as a
capital contribution from shareholder in the consolidated
statement of changes in equity.

As at 30 June 2013, the amount due was unsecured,
interest-free and not repayable within the next twelve
months from the reporting date.

During the year ended 30 June 2014, the Group had early
repaid the amount due to ultimate holding company.
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=+ ERIRERM®ZE 34. LOAN FROM A CONTROLLING

A—KEBRKA SHAREHOLDER - GROUP AND
= COMPANY
.3 AR
Group Company
2014 2013 2014 2013

FET FET FET FET
HK$'000 HK$ 000 HK$'000 HKS$000

nEaR Current liabilities

ERBRRRRZER Loan from a controlling shareholder = 10,000 = 10,000
FRBafk Non-current liabilities

PERBRRRE 2 EX Loan from a controlling shareholder 95,037 95,022 90,000 90,000
RZZE—MOFEA=+H KE As at 30 June 2014, a loan of HK$90,000,000 (2013:
=+ # it —2£90,000,0007% 7T ( = HK$100,000,000) is advanced from Dr. Chan and is
T — = £ : 100,000,000 7T ) 2 unsecured, interest-bearing at 1.5% per annum and due for
ERCZERAEERMT RERN repayment on 30 September 2017 (2013: HK$90,000,000
K1 5% B MR —_E—+FNA repayable on 30 June 2015 and HK$10,000,000 repayable
= +HEHBEE(ZE—=%F: on demand). Another loan of RMB4,000,000 (2013:
90,000,000 T HR = — A 4F RMB4,000,000) (equivalent to HK$5,037,000 (2013:
NH =+ B {E# %10,000,000 HK$5,022,000)) is also advanced from Dr. Chan and is
BITEERER) S—FAR unsecured, interest-free and due for repayment on 25
#4,000,000T (ZE—=4: October 2017 (2013: 25 October 2014).

AR #4,000,0007T) (HEER
5,037,000 L (=& — =4
5,022,000 7T) ) 2 B 575 B bR
BLa ZERRERR &
BERZE—+F+HA=+HH
—E—=F:Z“Z—NF+A
Z+HA)FHEE-
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(a)

IR E R - Ak
B R A

BUEMMSER 5 24T
ZABRBREE

SRANFY R =+ — FrEfa
RAARFEBNR T ——
F=ZA=Z+H2HM
Famous Key ([ AJ#2i% 2=
A ) EMinmetals ([ A]
MIREEB ) BT A& HE
#3185 1A 58,170,000/ 7T
81,667,000/ JT 2 7] #
fi% = 1% (8 17 W BEMMSAR
2 RAB - AT R ZIEA
KA R EEBTY AT
BIRERERARMDIARE
0427 T 81T WA EET
HHAEET A fEmE B 3
Eﬁo

MIAEREBE—_T—F
ANAZTBRLEEEETZ
ARRERM S RHRF
EABER AR E
HA B BRI ERE PR R DA B AR
0.4275 TS AT B AR
R = (MIEFHD)
BIRAKR DT EERK R
BB RRELRE
Brz®%Z2HANER
8% 5 B 2 B2 (AT BE R
A AR A AR AR E R A
BRZEE2EACEEE
100% 2 {E & & [Bl FT A Al
BRERE-

35. CONVERTIBLE NOTES - GROUP AND
COMPANY

(a)

Convertible notes issued in relation to
acquisition of shares of MMS

As detailed in note 22, the consideration in relation
to the acquisition of the shares of MMS was satisfied
by the issuance of convertible notes to Famous Key
(“Convertible Note A”) and Minmetals (“Convertible
Note B") of principal amount equivalent to
approximately HK$58,170,000 and HK$81,667,000
respectively on 30 March 2011 by the Company. The
Convertible Note A and Convertible Note B were
issued at a zero coupon rate and at a conversion
price of HK$0.42 per conversion share which will be
mature two years from the date of the issue.

In respect of all the convertible notes issued during
the year ended 30 June 2011, the noteholders had
the right to convert, the whole but not in part, of
the principal amount of the convertible notes into
the ordinary shares of the Company of HK$0.42
each at any time prior to the maturity date of the
convertible notes. At any time after the date of the
issue of all the convertible notes and before the
fifth business days before the date of maturity, the
Company may redeem all of the convertible notes at
a price being equal to 100% of the face value of the
full principal amount of the convertible notes.
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(a)

B RAAT @)

U BB MMIS AR 40 FT 3% 4T
ZABRRERE (&)

RETABREKRREES
Al ANEBE 5 Rl M
Minmetals & — %% J& 37 72
B 32 15720,000,0007% 7T &
61,667,000/ oI & © 1E
%T%ﬁﬁﬁ;‘,—‘%}fsz%ﬁiﬁ
Bl&-@BEER=
F=H=+H3%7 _Hﬁl&
BB MEFRAWE
3,144,654 MMSAZ 5 B
B ETARSREE-
ALt U7 BB MMISRR 1 15 4%
RABITA MR ERAR
IR & 881,667,000/ IT
Z T ER o

RZE——F=A=+
H + 2~ B][AFamous Key
2172 F{E50,518,0007%5
TZEEBABRRKRER
A {ERIEE2,239,873%
MMSAR 3 2 (X (B o IR
EEAN_E——%F=AH
=tHZAFEHRBN
B (HERDFSEITRIZAM
BRAR ([FEEIT])#E
1TidME -

35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(a)

Convertible notes issued in relation to
acquisition of shares of MMS (continued)

Prior to the issue of the Convertible Note B, the
Group had deposited a sum of HK$20,000,000
and a sum of HK$61,667,000 to Minmetals and
an independent lawyer respectively which served as
the intended redemption of the Convertible Note
B. Despite of the issuance of the Convertible Note
B on 30 March 2011, the directors considered that,
in substance, the acquisition of 3,144,654 shares
of MMS was indeed settled by cash consideration.
Therefore, the acquisition of shares of MMS was
deemed to be satisfied by the issuance of the
Convertible Note A and cash consideration of
HK$81,667,000.

On 30 March 2011, the Company issued a zero
coupon Convertible Note A with fair value of
HK$50,518,000 to Famous Key as the consideration
of the acquisition of 2,239,873 shares of MMS. The
fair value of the Convertible Note A as at 30 March
2011 was valued by an independent professional
valuer, LCH (Asia-Pacific) Surveyors Limited (“LCH").
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(a)

ARIRRR - A&
B RARNE #)

U BB MMSER 10 FT 82 1T
ZUBBRRE (&)

BEBIN=ZZT——F=
H:+EIZ/AWEEE%IJ.%§
THAMIBR S mEERT
HoTHEED 2 AFEH
FI5& 17 R W EEMMS AR 9
E B RE4E B FER B
EEBRNGTE - RUE
MMSHZ D& B » AR E

BAZ R ”?15,\;:1%%@3*;
TR (MEEFHE AR

BMEEBRAB R SERZ
‘) c R FERZE
BETABCREmTIE R #8
R AR o

AR RBEALZ OTE A
o BERD kgD

35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(a)

Convertible notes issued in relation to
acquisition of shares of MMS (continued)

The fair value of the liability component as at 30
March 2011 was calculated using discounted cash
flow method by LCH. The fair value of the derivative
component was calculated using Binomial Option
Pricing Model on the acquisition date of the shares
of MMS and as at year end date by LCH. As at the
acquisition date of shares of MMS, the difference
between the fair value of the Convertible Note A
and the fair value of the combined instrument,
representing conversion option for the holder to
convert the Convertible Note A into equity, was
included in shareholders’ equity as convertible note
equity reserve.

The carrying values of the derivative component,
liability component and equity component of the

ZHEREELD D Convertible Note A are as follows:
AEBRALNF
Group and Company
HEEEE a&Hy B @t
Redemption Liability Equity
option  component  component Total
FET FET F#T FET
HKS'000 HKS'000 HK$'000 HK$'000
RZT—ZF Net carrying amounts
+tA—R2 at 1July 2012
REFE 19 (54,889) (2,310) (57,180)
FE HHEFEY Imputed interest expenses = (3,281) = (3,281)
ATEES Fair value change (19) = = (19)
PAE|EREFEE AR Transferred to retained profits
il upon expiration - - 2,310 2,310
RBHER Exchange for new loan = 52,435 = 52,435
FE%EEME  Deemed capital contribution arising
e E from debt extinguishment = 5,735 = 5,735
RZE—=% Net carrying amounts
~NAZTAZ at 30 June 2013
RRFE = = = -

ul
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B RAAT @)

U BB MMIS AR 40 FT 3% 47
ZAMRRE (&)

REBEE-_ZT—=FxA
=t+AHLFE EREHE
FA sz #93,281,0008 7T &
REBzmPER  WERA
BRI B B AR
ERAZEBERDERE
BX 4 Fl|£8.05%# & o

BETRERZRAZ K
PR BMBREBRAREA
58,170,000/ 7T 2 [# A 8
BRAeR-_ZT—=%=A4
=+HEH AEEET

S Ao REIE B - Famous
KeyR BT & Z KR EH
FEABEFT+AEA
REZITRBRERAZ AR
58,170,000/ 7T ° A —
TE—=F=ZA=+H"
Famous Keyh§ & A # iz =

RAZ MR HE -
RILFERATRREEAS

58,170,000/ 7T R BIE R
S {E52,435,000/% 7T 2
THBEEIERN T —=
FZAZTHHBERS
(B z55,735,000%8 75 ° £
e ER B EREE
%18 YEFamous KeyH & iz
# - fiFamous Key/Jh FR#%E
PR PRI T R ARIEH
AR EEATER D Z
A Y{EE1E19,00078 7T H
BREE_ZT—=5A
=T HIEFERBETE
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35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(a)

Convertible notes issued in relation to
acquisition of shares of MMS (continued)

Imputed interest expenses of approximately
HK$3,281,000 had been recognised in profit or
loss for the year ended 30 June 2013 and were
calculated using the effective interest method by
applying the effective interest rate of 8.05% per
annum to the liability component of the Convertible
Note A.

Pursuant to the terms of Convertible Note A, which
amounting to approximately HK$58,170,000
would be due and payable by the Group on
the maturity date falling on 30 March 2013. On
the maturity date, Famous Key agreed not to
demand the repayment of the principal amount
of the Convertible Note A of HK$58,170,000 for
another 18 months commencing immediately after
the maturity date. The conversion option of the
Convertible Note A was waived by Famous Key on
30 March 2013.

Gain on debt extinguishment of HK$5,735,000
was resulted from derecognition of the principal
amount of convertible note of HK$58,170,000
and exchange of new straight debt of a fair value
of HK$52,435,000 on 30 March 2013. The gain
on debt extinguishment of the said amount was
then treated as a deemed capital contribution from
Famous Key, which was ultimately held by Dr. Chan,
the controlling shareholder. The fair value loss of
the derivative component of the Convertible Note A
of HK$19,000 was then recognised in profit or loss
during the year ended 30 June 2013.
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(b)

AR RIR - A&
B RARNA #)

Fi Uk BE Big Bonus Limited
REHE A 7 (%478 [Big
Bonus& B |) FrEg 1T 2 ®
BREE

RZZEZAF+— A
=+ H ' ANA A EBenefit
Well Investments Limited
([Benefit Well | » —fR
HEELES MK
ZARAR BERELT
ME2EHBIILE
EnE((EEH=E]) -
LAUSEEBIg Bonus Limited
N EHKTEB AT (45 [Big
Bonus& [ | - A 275
73 7E HP B K B B ER & B
RIBEREB) 2100%E
B 17 IR AN K Benefit Well
FriR it 2 IR B R - 1R 1R
EEmERABRA=Z
ThFE+—A=+HZ
xR iEEIE
2 #81X & 7/2738,000,000
BT ANE 2 KE
113,000,0007% 7T & 3% B
%177 & $§325,000,000
BT Z AR R ([F]
BREIRC ) RFEITE I
1,764,705,8800% 7N & 58
300,000,000/ 7t 2 X &
BHZF - RZETNF
T—A=+H KA aEHE
Benefit Well5T S 75 #h
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Benefit Well (FEE A7
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35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(b)

Convertible note issued in relation to
acquisition of Big Bonus Limited and its
subsidiaries (collectively “Big Bonus Group”)

On 20 November 2009, the Company entered into
a sale and purchase agreement (“S & P Agreement”)
with Benefit Well Investments Limited (“Benefit
Well”), a company incorporated in the British Virgin
Islands with limited liability and indirectly wholly-
owned by Dr. Chan, to acquire 100% of the
issued share capital of Big Bonus Limited and its
subsidiaries (collectively “Big Bonus Group”), which
are principally engaged in mining and exploration
of mineral reserves in the Mainland China, and the
shareholder’s loan from Benefit Well. Pursuant to the
S & P Agreement and the supplemental agreement
dated 30 November 2009, the total consideration
for the aforesaid acquisition is HK$738,000,000
which is to be satisfied by cash consideration of
HK$113,000,000, issuance of convertible note with
principal amount of HK$325,000,000 (“Convertible
Note C”) and issuance of a total of 1,764,705,880
consideration shares with principal amount of
HK$300,000,000. On 30 November 2009, the
Company entered a supplemental agreement
(“Supplemental Agreement”) with Benefit Well to
amend and clarify certain terms and conditions,
including issuing the Convertible Note C to Tamar
Investments instead of Benefit Well, as detailed in
the Supplemental Agreement.
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35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(b)

Convertible note issued in relation to
acquisition of Big Bonus Limited and its
subsidiaries (collectively “Big Bonus Group”)
(continued)

The Convertible Note C was issued at interest rate
of 1.5% per annum, payable in arrears on 30 June
in each year, at a conversion price of HK$0.19 per
conversion share (“Conversion Shares”) which will
be mature 3 years from the date of the issue. At any
time after the date of the issue of the Convertible
Note C and before the fifth business day before
the date of maturity, the Company may redeem all
or part of the Convertible Note C at a price being
equal to 100% of the face value of the part of
the principal amount of the Convertible Note C
proposed to be redeemed together with interest
accrued thereon up to and excluding the date of
redemption. If and to the extent that there shall be
any outstanding principal amount of the Convertible
Note C at the date of maturity, the Convertible Note
C is deemed to be automatically converted into the
Conversion Shares.

On 12 October 2011, the Company issued the
Convertible Note C, which will mature on 11
October 2014 with fair value of HK$127,619,000
to Tamar Investments as part of the consideration of
the acquisition of Big Bonus Group. The fair value
of Convertible Note C as at 12 October 2011 was
valued by an independent professional valuer, BMI
Appraisals Limited (“BMI").
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35. CONVERTIBLE NOTES — GROUP AND
COMPANY (continued)

(b)

Convertible note issued in relation to
acquisition of Big Bonus Limited and its
subsidiaries (collectively “Big Bonus Group”)
(continued)

The fair value of the liability component of the
Convertible Note C as at 12 October 2011 was
calculated using discounted cash flow method by
BMI and the effective interest rate was 5.437% per
annum. The fair value of the derivative component
was calculated using Binomial Option Pricing Model
on the acquisition date of Big Bonus Group and as
at reporting date by BMI. The difference between
the fair value of the Convertible Note C and the
fair value of the liability component, represented
the conversion option for the holder to convert
Convertible Note C into equity, was included in
shareholders’ equity as convertible note equity
reserve.

O
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(b)

B RANT @

U8 Big Bonus Limited (b)
REKE A7 (%78 [Big

Bonus& &) FrE¢ 1T 2 7

BRREE (&)

Al B R IR C 2 07 A &P

o BEED kgD

COMPANY (continued)

Convertible note issued in relation to
acquisition of Big Bonus Limited and its

subsidiaries (collectively “Big Bonus Group”)

(continued)

The carrying values of the derivative component,

liability component and equity component of the

ZBREEAR - Convertible Note C are as follows:
AEERANH
Group and Company
EEEEE afEHs BEDS Mt
Redemption Liability Equity
option  component  component Total
FE#T FET Fi#xT FET
HKS$'000 HKS'000 HK$'000 HK$'000
RZF——FtHA—H Netcarying amounts at
ZIREFE 1 July 2012 129 (13,694) (116,034) (129,599)
ESH B Y Imputed interest expenses = (521) = (521)
EREHX Repayment during the year - 4,341 = 4,341
NEEZE Fair value change (122) = = (122)
RZF—ZF"A=1H Net carrying amounts at
RZF—=%tHA—H 30June2013and
ZIREFE 1 July 2013 7 (9,874) (116,034) (125,901)
S FI B Y Imputed interest expenses = (326) = (326)
FREX Repayment during the year - 5,276 - 5,276
AT EEE Fair value change 7 = = W)
RZF—MENA=1H Net carrying amounts at
ZEREFHE 30 June 2014 - (4,924) (116,034) (120,958)
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=15 IRBRER-XE 35. CONVERTIBLE NOTES - GROUP AND

&ZKIL}E.I (%) COMPANY (continued)

(b)  FilkEEBig Bonus Limited (b)  Convertible note issued in relation to
REKE AR (4% [ Big acquisition of Big Bonus Limited and its
Bonus5 & |) FrE4T 2 7] subsidiaries (collectively “Big Bonus Group”)
BIREE () (continued)
R EMARR - FlR S The above transaction constituted a very substantial
BK—IEETEANZ WEE acquisition and connected transaction under the
FIEREER S EE Listing Rules. More details were disclosed in the
BEARBBHA=S— Company's circular dated 25 January 2010 and in
TF—AZ+RRAZBEK various Company’s announcements made on 11
EARRABIDRNRZF— February 2010, 30 April 2010, 19 November 2010,
TFE_A+—H ZF— 19 May 2011 and 12 October 2011.

ZTENA=1+H  —T—
TE+—A+hB -=F
——FRA+HBER=-F
—F&+A+-_BFEF2

NEREE-

+75 - BBEREE-K 36. FINANCIAL GUARANTEE LIABILITIES -

KERAAE GROUP AND COMPANY
2014 2013
F#ET FAET
HK$'000 HK$000
mEafE Current liabilities

—IBEREE — Financial guarantee liabilities 2,481 2,481

ERBEE Non-current liabilities
—IBEREE — Financial guarantee liabilities 5,789 8,270
8,270 10,751

o
=
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EBEREARQT &)

%—”—:¢+—HAE'$

RAl—EHEEREZEE
WEBRARIFFIASEAA
R #470,000,0007T (FHER 4
582,800,000/ 7T ) Z RITIEE Bl
BRI MIRITIR BTS2
REK - BRABBITEREL
HEARBT AL ABAF -ZER
SRR —HATHRERE
ER 5 BE#E—TFHBRAH
BRZE——F+—ANBZRE
NI E o

FRAL—HeErEZE
BEWNBAREREERME TR
TZMBER ARREBTE
EREVKRELBRHAZAFE
4 A R 19,879,000 (48 ZE R
12,405,000/ 7T ) + BIARVE¥ —FH
EECELE (ME=1+—)H
BERAELE 2 #ES Z%ﬁ
B R LB EGRE

ﬁ%%#%%maﬁwﬁﬁﬁ
EREB -RIETEZRLBH
% BB RERAGSEBITER
EREARNEHEZHA -

GROUP AND COMPANY (continued)

On 8 November 2012, the Company, entered into an
agreement in favour of a bank in relation to the provision
of a financial guarantee contract of a banking facility in
a principal amount of RMB470,000,000 (equivalent to
approximately HK$582,800,000) entered by a wholly-
owned subsidiary of a joint venture. The guarantee period
lasts for a total of five years from the date of grant of the
bank loan. This transaction constituted a disclosure and
major transaction of the Company and further details was
disclosed in the announcement dated 8 November 2012.

In relation to the aforesaid financial guarantee granted to
a bank over the repayment of a loan by a wholly-owned
subsidiary of a joint venture, the fair value of the financial
guarantee contract at the date of grant of approximately
RMB9,879,000 (equivalent to HK$12,405,000), representing
a deemed capital contribution to a joint venture (note 21),
had been adjusted to the carrying amount of the interests
in joint ventures and simultaneously, the said amount
was recognised as financial guarantee liabilities in the
consolidated and company statements of financial position.
Subsequent to the grant date of the bank loan, the financial
guarantee liabilities were amortised to income over the bank
loan guarantee period.
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(BfE) —FKH
Y /N

ATRRHERREHRAZEE
EIERIR (BE) /BfE URR

GROUP AND COMPANY

The following are major deferred tax (assets)/liabilities
recognised at the reporting date and the movements during

REERBEFEZE the current and prior years:
WE- -BER
R it
ERER
PR
ATERAE
Fair value
adjustment
on property,
plant and
equipment, i U
land use REME HIEEE
rightsand  Accelerated Provision
*5E mining tax for @it
Group right depreciation  receivables Total
FET FET FET FET
HKS 000 HK$'000 HKS$000 HK$'000
i Sk oS R S Balance at 1 July 2012
fEen 238,431 (244) (5,849) 232,338
[E A% Exchange realignment 6,752 = = 6,752
RERBRER Credited to profit or loss for the year (182) (16) = (198)
RZFE—=%£7"A=+HE Balance at 30 June 2013 and
“F-=EtRA—HZ&H 1July2013 245,001 (260) (5,849) 238,892
B 5 52 Exchange realignment 702 - - 702
RERBRER Credited to profit or loss for the year (266) - - (266)
RZZE—MERA=1+HZ Balance at 30 June 2014
o33 245,437 (260) (5,849) 239,328
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=+ BRERBEEE 37. DEFERRED TAX ASSETS/(LIABILITIES) -
(BR) F&EK GROUP AND COMPANY (continued)
r: Y/NCINE )
T RBEERHEETE 22BN The following amounts, determined after appropriate
RE AR TR AR - offsetting, are shown in the consolidated statement of
financial position:

AEHE

Group
2014 2013
F#ET FET
HK$'000 HK$'000
RIEFRIBEE Deferred tax liabilities 245,437 245,001
EIEFIBE E Deferred tax assets (6,109) (6,109)
239,328 238,892

AREBHXEHRBERED
112,058,000/ 7T (ZF—=4F:
97,148,000/ 7T ) * 251 IHE1E
AIAREHEEZERIBERZ
NAZ AR RERT @A o T
KA BEAE AR R FE R B i F A AR
ZEARBAMIEEE Bk
MZEEERRELENBEE -
R B A #5418 [E54853,896,0007% 7T

— T — =4 : 44,677,000 7T )
HREEZT—NF (B1EZF)
ZNE BEAEIER - E R B
TH B 18 0] M (R R AL eE o

VNN
AZE-IEFRNA=1TH AR

B EAE R E AR B RN IR
BE(ZT—=%:8)-

The Group has tax losses of approximately HK$ 112,058,000
(2013: HK$97,148,000) that are available for offsetting
against future taxable profits of the companies which
incurred the losses. Deferred tax assets have not been
recognised in respect of these losses as it is not probable
that future taxable profits will be available against which
these unused tax losses can be utilised. Unused tax losses
of HK$53,896,000 (2013: HK$44,677,000) will expire in
various dates up to and including 2019. Other unused tax
losses may be carried forward indefinitely.

Company

As at 30 June 2014, the Company did not have any
significant unprovided deferred tax liabilities (2013: Nil).
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ERTEBRARFRZ SN

SHARE CAPITAL

The movements in the issued ordinary share capital during

T the year are as follows:
2014 2013
LEREE LakEE
Number of Number of
His ordinary FET ordinary FET
Notes shares HK$ 000 shares HK$ 000
BT Authorised:
SRAEEIBTZERR  Ordinary shares of HK$0.01 each
READ At the beginning of the year 35,000,000,000 350,000 35,000,000,000 350,000
EERAZHSRZZ—M4E  The concept of authorised
=R=A%ER share capital is abolished on
3 March 2014 (@  (35,000,000,000) (350,000) - -
RER At the end of the year - - 35,000,000,000 350,000
BEITRAE: Issued and fully paid:
READ At the beginning of the year 5,110,656,270 51,107 5,110,656,270 51,107
RZE-WE=A=HERH  Transfer from share premium
REREA account on 3 March 2014 @ = 391,448 = =
RER At the end of the year 5,110,656,270 442,555  5,110,656,270 51,107
Kt - Notes:
(@) BB R REH (BEEDIE (@) The Hong Kong Companies Ordinance, Cap.622 (the

622%) ([ZEMIDR=-F
—ME=A=HER-RE
GB350 —RARZ
e ST ME © L - A ERX
RZBOWESR - ZERE
HEERNARE RRZ
RO 2 BRI R F
—WFE=ZRA=RAERGEE
fR 2 BRI RA R
AR —Fp 7

BT MNE=A=H#"
B) A IR AR Z 3z G 01 514915
RE R R=ZT—ME=
B=BHRE 8B E &K
o BAREE A 2 5RIB X % (A
Bt 2211583815 2 BB 14 (& 3T
HE -

“Ordinance”) came into effect on 3 March 2014. Under
S.135 of the Ordinance, shares in a company do not have
nominal value. Accordingly, the concept of authorised share
capital is abolished. The no nominal value regime applies to
the Company. Following the transitional provisions in the
Ordinance, any amount standing to the credit of the share
premium account on 3 March 2014 became part of the
Company'’s share capital.

The use of share capital as from 3 March 2014 is governed
by S.149 of the Ordinance. However, the application of the
amount transferred from share premium account at the
beginning of 3 March 2014 is governed by the transitional
provision in S.38 of Schedule 11 to the Ordinance.

N
ul
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38. SHARE CAPITAL (continued)

Notes: (continued)

(b)

Prior to 3 March 2014, the application of the share
premium account was governed by S.48B of the Hong
Kong Companies Ordinance, Cap.32. In accordance with
the transitional provisions set out in S.37 of Schedule
11 to the Hong Kong Companies Ordinance, Cap.622
any amount standing to the credit of the share premium
account on 3 March 2014 became part of the Company's
share capital. The use of this share premium balance is
governed by S.38 of Schedule 11 to the Ordinance.

RESERVES — GROUP AND COMPANY

Group

The amounts of the Group's reserves and the movements

therein for the current and prior years are presented in the

consolidated statement of changes in equity.

Other reserve represents the difference between the

consideration paid for the additional interest in the

subsidiaries and the non-controlling interest’s share of the
assets and liabilities reflected in the consolidated statement
of financial position at the dates of the acquisitions of the

non-controlling interests.
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=t #EE-AEBRF 39. RESERVES - GROUP AND COMPANY
YNGING 9 (continued)
VNN Company
TANK  WARER
BihiER  BRESR Rt Bk hakE RBEA @i
Share Share Non-  Convertible Capital
premium option distributable  noteequity  contribution Retained
account reserve reserve reserve reserve profits Total
FEz FET T FET FET FEr FET
HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000 HKS 000
RZF-ZFL AR5 Balanceat 11uly 2012 391,448 - 273,606 118,344 - 168,465 951,863
R EEBMEEZBMELE  Deemed capitd contrbuton
(HE=116) arising from debt
extinguishment (note 35(a)) - - - - 5735 - 5735
BEEAZR S Transaction with owners - - - - 5,735 - 5735
EsF Net profit for the year - - - - - 4,650 4,650
EmRENREE Total comprehensive income for
the year - - - - - 4,650 4,650
RUARZEDEMEL  Amount transferred to retaned
REEH 28 profit as a result of expiration
(M=120) of convertible notes
(note 35(a)) - - - (2310 - 2310 -
RZE-ZE7A=+HK  Balanceat 30 June 2013 and
“E-ZELA-BZER 12013 391,448 - 273,606 116,034 5735 175,425 962,248
R=Z-mE=§ E%%M Transfers upon the abolition of
AEEER (HE=T/A)  nominal value of shares on
3 March 2014 (note 38) (391,448) - - - - - (391,448)
- - 273,606 116,034 5735 175425 570,800
BAER—SEBBRRE  Deemed capital contrbution
BE.-HEENALE  arsing from a related company
(KE=120) utimately held by a controling
shareholder (note 32(b) - - - - 8,869 - 8,869
EDIRHAZRZEM  Recognon of sharehased
(BrEmt) compensation (note 40) - 2114 - - - = 2114
HEBEALRS Transaction with owners - 2114 - - 8,869 - 10,983
EysiF Net profit for the year - - - - - 13,964 13,964
EhrElneE Total comprehensive income for
the year - - - - - 13,964 13,964
RZE-REARAZTA Balance at 30 June 2014
&8 - 2,114 273,606 116,034 14,604 189,389 595,741
207
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39.

40.

RESERVES — GROUP AND COMPANY

(continued)

Company (continued)

Non-distributable reserve represents the premium arising
on the reduction of the par value of ordinary shares of the
Company from HK$2.50 to HK$0.10 per share in 1994.

SHARE OPTION SCHEME - GROUP
AND COMPANY

The share option scheme of the Company (the “Scheme”)
was approved by the shareholders of the Company on 13
July 2010. The Scheme would be valid for a period of ten
years.

The board of directors (“Board”) may in its discretion, invite
any following eligible person to take up the options to
subscribe for shares of the Company.

(i) any employee (whether full time or part time), senior
executive or officer, manager, director (including
executive, non-executive and independent non-
executive director) or consultant of the Company;
any of its subsidiaries or any investee who, as
determined by the Board, have contributed or will
contribute to the growth and development of the
Group; or

(ii) any investee.

The subscription price must be at least the highest of (i)
the closing price of the shares of the Company as stated in
the Stock Exchange’s daily quotations sheet on the date of
offer of the option, which must be a business day; and (ii)
the average closing price of the shares of the Company as
stated in the Stock Exchange's daily quotations sheets for
the five business days immediately preceding the date of
offer of the option.
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RARNT #

BEMATHERERRT B
Rt tELEBRERTAE
BRI i - B AN IR R R R
AR ABRANRR 1B TIE
ARENRE - TEREZTEIR
2 2B RIT 2 R 4R
HFRBBBORMBBEQTE
BT 210% : s (i)ARF]R
B O 3 1TARAR 230% ° B IEREAR
REBRRERABRERE LH#E &
BRI 1218 A #3R8 - TR T
BRLEEZERE (BEBT
18 I M ARTTE 2 BB AR ) B 25 1T
N T84T 2 AN A RIIRD BE
BHRABRATEHEEITRAZ
1% °

BRESRAREFENRES
D BB ' AR A EZ
HRTAEEREEXE BT
TEERBEHEK L BB+
Fz BHRK-

RZZT—WFESA+IB EAA
AREZT A S TESRE
30,000,00017 #& i # - 1T B &
FAR0.1388 7T ° BEH B A HR AT
Z A YT (B A0.1407 7T ©

AND COMPANY (continued)

The eligible person must accept any such offer notified to
him or her within ten business days from the offer date.
Upon acceptance of the offer, the grantee shall pay HK$1
to the Company as consideration for the grant. The total
number of shares which may be issued upon exercise of
all options to be granted under the Scheme must not in
aggregate exceed (i) 10% of the shares of the Company
in issue at the adoption date; or (i) 30% of the issued
share capital of the Company from time to time. The total
number of shares of the Company issued and to be issued
upon exercise of the options granted (including both
exercised and outstanding options) to each participant in
any 12-month period must not exceed 1% of the share
capital of the Company then in issue unless approved by the
shareholders of the Company in general meetings.

The option period shall be notified by the Board to each
grantee upon grant of each option, provided that it shall
commence on a date not earlier than the offer date and not
be more than ten years from the offer date.

On 19 June 2014, the Company granted 30,000,000
options to certain of its directors, with exercise price
of HK$0.138 per share under the Scheme. The closing
share price immediately preceding the date of grant was
HK$0.140.

N
O
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40. SHARE OPTION SCHEME - GROUP

AND COMPANY (continued)

30 June 2014 are as follows:

Details of the outstanding share options under the Scheme
held by the directors of the Company during the year ended

T
BRERE
Number of share options
REH FREH
BRTER At the Grant REX
EEHE RHAH fTiEH Exercise price  beginning of during At the end of
Name of director Date of grant  Exercisable period per share the year the year the year
BT
HKS
5t —T-mE “Z-MESATIBE
~ATHE ZZCWERATAR
Chan Wai Kei, Vicki 19 June 2014 19 June 2014 to 18 June 2024 0.138 - 10,000,000 10,000,000
BRfEL —T-mF “Z-WESATNBEE
~ATHE “RZWERATAR
Chan Wai Lap, Victor 19 June 2014 19 June 2014 to 18 June 2024 0.138 - 10,000,000 10,000,000
Eg “T-mE “Z-MEAATABE
~ATIE “E-mERATNE
Yam Tat Wing 19 June 2014 19 June 2014 to 18 June 2024 0.138 - 10,000,000 10,000,000
- 30,000,000 30,000,000

RBEE-Z—=FA=1HL
FE BERBZ RO EM

R RHE -

AT R R 2 INRE 1T (E
B/A0.1388 7T * M M ARITHEER
W2 IR RISR S HFERA10

o

No share option was granted pursuant to the Scheme for
the year ended 30 June 2013.

Weighted average exercise price of outstanding share
options is HK$0.138 and the weighted average remaining
contractual life of outstanding share options is 10 years.
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M+ - BRES —AEH 40. SHARE OPTION SCHEME - GROUP

RARNT #)

TR BB B XA BTN
HBEEEZ — B EERN
ZEEHAE ARFEREE
“T-MNERA=THIEFER

AND COMPANY (continued)

The following table lists the key inputs to the Binomial
Option Pricing Model, which is valued by BMI, an
independent professional valuer, used for calculating the fair
value of the share options granted during the year ended 30

H 2 EiRiE 2 R E- June 2014:
=0 —E—NF Date of grant 19 June 2014
~NATAR

(& 0.138/87T Share price HK$0.138

1T1E1E 0.138%8 7T Exercise price HK$0.138

B E (FisE@)) 62.93% Expected volatility (note (a)) 62.93%

PR 2 TEAT Expected life of the share options (note (b)) 10 years
(BIEE(b)) 106

R (M) 2.038% Risk-free rate (note (c)) 2.038%

BRI EX 3.16% Expected dividend yield 3.16%

Kt - Notes:

(@) TERHRIE AR E R BER (@) Expected volatility: being the approximate historical

H B HRT0F AR A D
Wi B 2 JBE 52 R0 o

(0 WREZENEE: B
TR R 15 M 2 FEARE

volatility of closing prices of the shares of the Company in
the past 10 years immediately before the date of grant.

(b) Expected life of the share options: being the effective life of
the share options estimated from the expected exercising

BB time frame.
(© mER AR NBERE B (© Risk-free rate: being the approximate yields to maturity of

SNEE S B2 B B R e

%30,000,00017 i A A 5t B
HABNRE SR8 - T ARR (D A ERE 2
8 B8 TR 82,114,000/ 7T E R &
E-T—NEXA=tHILFE
IR HER ZERETER
WEFERA 2 DABR(D AR 2 3RENF
X eEEREBERTER HES
O T AR AR e o [ 38 DARE
HEEARNDBER ZAHRR
2 M EREREE

Hong Kong Exchange Fund Note.

The 30,000,000 share options vested immediately on the
grant date and the respective share-based compensation
of HK$2,114,000 was recognised in profit or loss during
the year ended 30 June 2014. Such amount of share-
based compensation expenses in relation to the issue of the
share option had been recognised in profit or loss and the
corresponding amount of which had been credited to the
share option reserve. No liabilities were recognised as these
are equity settled share-based payment transactions.

N
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M+— - ZREE-FEH a1,

CONTINGENT LIABILITIES — GROUP

V¥ /N

RBERR BEREHRT R
Rz RBEWT

AND COMPANY

At the end of the reporting periods, contingent liabilities not
provided for in the financial statements were as follows:

A5E YN
Group Company
2014 2013 2014 2013

FE#T TAT FE#T TAT
HKS'000 HK$000 HKS'000 HK$ 000

AETHARERRT Guarantees given to banks in

EERE M mRITIEH connection with banking

HiR: facilities granted to:

—KBAR - Subsidiaries = - 577,500 528,381

—RELE - Joint venture 295,912 295,066 295,912 295,066
295,912 295,066 873,412 823,447

RZE—WFRNA=1+H A&
EAAECEMBITELERM
FEEtEER 2 RITEERE
E&#9279,313,00087C (==
— =4 :95,662,000/7T) * A
RNABMBATIREE MR
TIERERMEN B AR RE &
TEERCBRITEERELD D
FE#7690,439,000/ 7T (=& —=
£ :431,843,000/8 7T ) ° 1B & %
SR MRTREKREDEBEE
FoAREE AR REFRERE
TEFRZEE-REER BR
EERRTEHBAREEELSE
ERZIER B E RS E
SARRRERENZEFED
B o

As at 30 June 2014, the banking facilities granted to the
joint venture subject to guarantee given to the bank by
the Group was utilised to the extent of approximately of
HK$279,313,000 (2013: HK$95,662,000) and the banking
facilities granted to the subsidiaries and joint venture subject
to guarantees given to the banks by the Company was
utilised to the extent of approximately of HK$690,439,000
(2013: HK$431,843,000). Under the guarantees, the Group/
Company would be liable to pay the banks if the banks
are unable to recover the loans. At the reporting date,
no provision for the Group/Company’s obligation under
the guarantee contract has been made as the directors
considered that it was not probable that the repayment of
the loans would be in default.
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M+ - EAKIE 42. CAPITAL COMMITMENTS
REE Group
REER - NEEE NHIRER At the reporting date, the Group had outstanding capital
LB IRFIE : commitments as follows:
2014 2013
F#ET FET
HK$'000 HK$°000
EEEERS:3-F Contracted but not provided for:
M BB R EE Property, plant and equipment 2,402 1,698
DERKEMEERTZ Properties under development
BEREPYE classified under investment property 103,227 13,752
MAEE RS EDEMETT  Properties under development
WHRRRENEBR T Z classified under investment property
BRPYE undertaken by joint ventures
attributable to the Group 160,208 288,715
265,837 304,165
PN Company
RZE—NERZT—=FH The Company did not have any significant capital
=+H ARRUEEAERE commitments as at 30 June 2014 and 2013.
ZAVEE

N
e
W
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m+= - BEHREKRIE 43. OPERATING LEASE COMMITMENTS

N
D

REH

AEENEEHERHEAAET
B MAEMEREIES
He (BEEAEE) REESE
S E XK FRER  EHH—
FE=ZF(ZFT—=F:—F=
=F)1TE UREEREHBE
AEEEREAEEIREHEZ
BB HE MBI -

RZE—WFERA=1TH &
ATREEM S E 2 B HIER -
REE R R R & AT
T

Group

The Group leases certain shops, office properties and
staff quarters under operating lease arrangements. Leases
(including contingent rental) are negotiated at fixed rate or
with reference to level of business and terms ranging from
one to three years (2013: one to three years), with an option
to renew the leases and renegotiate the terms at the expiry
date or at dates as mutually agreed between the Group and
respective landlords.

As at 30 June 2014, the Group had future aggregate
minimum lease payments under non-cancellable operating
leases falling were due as follows:

2014 2013

FET FET

HK$'000 HK$°000

—FA Within one year 3,535 2,538
F_EZFRF (RIEERME) In the second to fifth year, inclusive 4,401 1,434
7,936 3,972

EANNE]

RZE—NFR=_F—=F A
=+ H AR E W ETAHIERA]
B EHE 2 xIERBENK -

Company

The Company did not have any minimum lease payments
under non-cancellable operating leases as at 30 June 2014
and 2013.
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m+m - FAEALTRS 44. RELATED PARTY TRANSACTIONS
BRIAERE B 5 R 5 E M 2B 9 P Save as disclosed elsewhere in these consolidated financial
= |\ $'§IEA¢W3E TTTF statements, during the year, the Group entered into the

REBEE-_ZFT—NFEXA
=+H8I1 i ER
BREBCELBE R &
S Tamar Investmentsf&
5 1 8 5 326,000/ 7T

— T —=%:521,000/8
JC) * Tamar Investments

RELTEaRER-

REBEE-_ZFT—NFEXA
:+E|Jt¢&2 BRI
BENREEESMNSMAY
5,533,000 (=& —=
£ :2,717,0005%8 7T ) * PR
BrAZEERARZES
REBEBAB-

REBEE=ZZF— mi/\ﬂ
=+RLEFE #HiES
BEIRH 2 E; AEH/
FEBRIELFERMXT
1,389,000 (=T —=
£ 1,575,000/ 7T) °

following related party transactions.

(@) During the year ended 30 June 2014, imputed
interest expenses of HK$326,000 (2013:
HK$521,000) were incurred and paid/payable to
Tamar Investments, which is beneficially owned by
Dr. Chan, in relation to the Convertible Note C.

(b) During the year ended 30 June 2014, imputed
interest expenses of HK$5,533,000 (2013:
HK$2,717,000) were incurred to a related company
of which Dr. Chan is a director and key management
personnel.

(0 During the year ended 30 June 2014, interest
expenses of HK$1,389,000 (2013: HK$1,575,000)
were paid/payable to Dr. Chan in relation to the loan
from a controlling shareholder.

N
ul
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M4 - FAEALTR S @) 44. RELATED PARTY TRANSACTIONS
(continued)

d EEZEIEASRH (d)  Compensation of key management personnel
FFARERAAZCEE Included in employee benefit expenses are key
EEABRMBIETYIE management personnel compensation and comprise
B : the following:

2014 2013

FET FHET

HK$000 HK$000

EHE S =T Short term employee benefits 13,913 13,624
BERL 21 A Post-employment benefits 483 425
ARRAD A& 2 kB Share-based compensation 2,114 =
16,510 14,049

Mg £+ (a) U+ (b)) & The related party transaction in respect of note 44(a), 44(b)

Y+ PH() R il 2 B8 A 22 5 IR and 44(c) also constitute connected transactions as defined

B ETRRAE14AAEFT R EZ in Chapter 14A of the Listing Rules.

BERZ 5 e

45. NOTES TO CONSOLIDATED

m+E - GARERERN
AL

- AEEETHIEERRS
%5

REBB—EHEE LA
BERELRH BREER
HERBBZBERER
570,000 T (=ZF—=
4 : 425,000 7T ) °

—
QL
~

STATEMENT OF CASH FLOWS

During the year, the Group had the following major non-
cash transactions:

(a) The Group entered into finance lease arrangements
in respect of an asset with a total capital value at
the inception of the lease of HK$570,000 (2013:
HK$425,000).
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M55« B EREEBIE 46. FINANCIAL RISK MANAGEMENT

R BUR

AEBRARRZEESHT
HEBREAKRE BT -—Ha%
CEZEFR BEHREFE H
i FE WO SRIR - AT IR AR R IR R 3R
BR - HAeRkReFTHE EHE
NI - E AR A K e B
ARITEFR BBARNRE
BhERZEHR TTESRTA.
R ERAR PRI A R FIR - R E T
EAE BNBERRFIEA 2
BBCRIE 2 B30 M ERE
BERABRRER - ZEFERTA
AHERAREMNERE %% e
BT EARE AR LRIEZER
BReBERENT X -ERESE
HIRERZERR  AHEREE
B R BB TEE R

46.1 SREERSREENE

e UBARRKMZYZ
BREESMATEMEE
kemaEIE -FHL2H
Bf5E3.12 % 3. 15 A BB R &
BMTAZ BN ER
BEf&ET= o

OBJECTIVES AND POLICIES

The Group's and the Company’s major financial instruments
include equity investments, loans to a joint venture,
trade receivables, other receivables, redemption option
of convertible note, cash and cash equivalents, trade
payables, other payables and accruals, bank loans, balance
with subsidiaries and joint ventures, derivative financial
instruments, amount due to ultimate holding company,
obligation under finance leases, amounts due to related
companies, loan from a controlling shareholder, financial
guarantee liabilities and convertible note. Details of these
financial instruments are disclosed in respective notes. The
risks associated with these financial instruments and 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.

46.1 Categories of financial assets and financial
liabilities

The carrying amounts presented in the consolidated
statement of financial position relate to the
following categories of financial assets and financial
liabilities. See notes 3.12 and 3.15 for explanations
about how the category of financial instruments
affects their subsequent measurement.

N
~
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M55 - B EEREEBIE 46. FINANCIAL RISK MANAGEMENT

REBR (&) OBJECTIVES AND POLICIES (continued)
46.1 RIEERTREESE 46.1 Categories of financial assets and financial
(%) liabilities (continued)
A& V. U/N|
Group Company
2014 2013 2014 2013
FET FET FAET FET
HKS$'000 HK$ 000 HKS$'000 HK$000
EHEE Financial assets
EREEE Non-current assets
AHHEZSREE  Available-for-sale financial assets 28,294 27,497 = =
BERREKZE: Loans and receivables:
- #7—-H&% ~ Loans to a joint venture
rEZER 401,400 400,900 = =
—EAHTBARFIE - Due from subsidiaries = = 437,026 416,693
401,400 400,900 437,026 416,693
RBEE Current assets
PAAT(Et A5 2 Finandial assets at fair value
TREE through profit or loss 14,309 12,079 - 7
TESRIA Derivative financial instruments = 38 = =
EEVU IR Loans and receivables:
- B EWHE — Trade receivables 105,054 105,198 = =
—H bl IE — Other receivables 3,979 4,575 367 367
— B BARFIE - Due from subsidiaries - = 85,768 89,239
-Eh—HEE ~ Due from a joint venture
ENIE 169 139 = =
-ReRkReFH ~ Cash and cash equivalents 78,124 37911 61 33
187,326 147,823 86,196 89,639
631,329 588,337 523,222 506,339
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

461 SRIEEREMEESE 46.1 Categories of financial assets and financial
(%) liabilities (continued)
KRERE YN
Group Company
2014 2013 2014 2013
FET FET FET FET
HKS'000 HK$ 000 HKS$'000 HK$ 000
LHER Financial liabilities
nEaE Current liabilities
BRENTTEL Finandial liabilities measured
SRAE: at amortised cost:
— B 5ENFE — Trade payables (135,354) (138,132) = =
— H fth fERTRIE K — Other payables and accruals
EER (36,357) (32,300) (949) (932)
—ENBEQRFHIE - Due to related companies (2,330) 2.321) = =
~EHBATFIE - Due to subsidiaries - - (33.423) (18,813)
—RITER ~ Bank loans (411,126) (336,181) - =
—ERRRRE ~ Loan from a controlling
- shareholder - (10,000) - (10,000)
—RREE — Convertible note (4,924) = (4,924) -
—BERERE - Obligation under finance leases (212) 113) = =
-BEREE — Financial guarantee liabilities (2,481) (2,481) (2,481) (2,481)
(592,784) (521,528) (41,777) (32,226)
E|Fih=i Non-current liabilities
EEENATEL Finandial liabilities measured at
SRARE: amortised cost;
~EREEARFIE - Due to related companies (76,774) (83,903) (48,086) (53,346)
— B REER — Due to ultimate holding company
RARIRE - (1,546) - =
—ERBRREZ - Loan from a controling
EX shareholder (95,037) (95,022) (90,000) (90,000)
- HRRE — Convertible note - (9,874) = (9,874)
~BEMREAE — Obligation under finance leases (345) (104) = -
-BBEREE ~ Financial guarantee liabilties (5.789) (8,270) (5.789) (8,270)
(177,945) (198,719) (143,875) (161,490
(770,729) (720,247) (185,652) (193,716)

N
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk

(@

Foreign currency risk

Group

Foreign currency risk refers to the risk that
the fair value of future cash flows of a
financial instrument will fluctuate because
of changes in foreign exchange rates. The
Group mainly operates in Hong Kong, the
United Kingdom and the Mainland China
with most of the transactions denominated
and settled in HK$, United States dollars
("US$"), British Pounds, Canadian Dollars
(“CAD") and RMB. No foreign currency
risk has been identified for the financial
assets and financial liabilities denominated
in RMB, which is the functional currencies
of the subsidiaries in the Mainland China to
which these transactions relate. The Group's
exposure to foreign currency risk primarily
arises from certain financial instruments
including available-for-sale financial assets,
trade receivables, cash and cash equivalents,
trade payables and derivative financial
instruments which are denominated in US$,
Euro, British Pounds, CAD and Philippines
Pesos. During the years, the Group did not
have foreign currency hedging policy but
management continuously monitors the
foreign exchange exposure.
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M55« B EREEBIE 46. FINANCIAL RISK MANAGEMENT

RER @) OBJECTIVES AND POLICIES (continued)
46.2 TR (&) 46.2 Market risk (continued)
() SMEREE (&) (i) Foreign currency risk (continued)
AEE (E) Group (continued)
RPN =ZF —Y The following table summarises the
FRZF—=FKH Group's major financial assets and liabilities
= TANUREEEK denominated in currencies other than the
E NGRS IV functional currencies of the respective group
ZEMEEHEZE companies as at 30 June 2014 and 2013.
ZemEERBE-
T L5 =
Expressed in HK$'000
E 5 E3 M EHEEEZR
British Philippines
uss$ Euro Pounds CAD Pesos

RZF-MEXA=1H At 30 June 2014

HEEsSREE Available-for-sale

financial assets - - - 7,039 3,580
g HRWFIE Trade receivables 83,065 1,219 20,116 = =
ReRASEH Cash and cash equivalents 29,118 1,738 6,021 846 -
B HENHE Trade payables (109,801) (137) (1,109) = =
BETRR Overall net exposure 2,382 2,820 25,028 7,885 3,580

RZFE-=Z£XA=+H At 30 June 2013

HHE SREE Available-for-sale

financial assets - - - 7,992 1,715
BHRNHE Trade receivables 89,932 763 13,730 - -
ReRkAeEH Cash and cash equivalents 18,937 957 6,930 % -
BoRNFIE Trade payables (126,290) (222) (611) = =
fTEEBIA Derivative financial

instruments - - 38 - -
BETRR Overall net exposure (17,421) 1,498 20,137 8,088 1715

N
N
—
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(i)

Foreign currency risk (continued)

Group (continued)

As US$ is pegged to HK$, the Group does
not expect any significant movements in
the US$/HK$ exchange rates. No sensitivity
analysis in respect of the Group's financial
assets and liabilities denominated in US$ is
disclosed as in the opinion of directors, such
sensitivity analysis does not give additional
value in view of insignificant movement in
the US$/HK$ exchange rates as at reporting
date. The following table indicates the
approximate change in the Group's profit for
the year and equity in response to reasonably
possible changes in the foreign exchange
rates to which the Group has significant
exposure at the reporting date.
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M55« B EREEBIE 46. FINANCIAL RISK MANAGEMENT

e . .
&Eﬁﬁ (%) OBJECTIVES AND POLICIES (continued)
46.2 TR (&) 46.2 Market risk (continued)
() SMEREE (&) () Foreign currency risk (continued)
AEE (E) Group (continued)
2014 2013
SR I E

L3/ (TH) HEMRT R/ (F) HERHT

Increase/ k47 4 Increase/ a7

(Decrease) in Effect on (Decrease) in Effect on
foreign profit | 374 foreign profit ER
exchangerates  for the year Equity  exchange rates for the year Equity
FET FET FET FET
HK$'000 HKS 000 HKS 000 HKS 000
B Euro +5% 141 1M +5% 75 75
-5% (141) (141) 5% (75) (75)
fit ;4 British Pounds +5% 1,251 1,251 +5% 1,117 117
5% (1,251) (1,251) 5% (1,041) (1,041)
mx CAD +5% 42 3% +5% 5 404
-5% (42) (394) -5% (5) (404)
FRERR Philippines Pesos +5% - 179 +5% = 86
-5% - (179) 5% = (86)

N
N
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(i)

Foreign currency risk (continued)

Group (continued)

The sensitivity analysis has been determined
assuming that the change in foreign
exchange rates had occurred at the reporting
dates and that all other variables remain
constant.

The stated changes represent management's
assessment of reasonably possible changes in
foreign exchange rates over the period until
the next annual reporting date.

The policies to manage foreign currency risk
have been followed by the Group since prior
years and are considered to be effective.

Company

The Company did not expose to foreign
currency risk.
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(ir)

Equity price risk

Equity price risk related to the risk that the
fair values or future cash flows of a financial
instrument will fluctuate because of change
in market price (other than changes in
interest rate and foreign exchange rate).
The Group is exposed to equity price risk
through its investments in listed equity
securities which are classified as at fair value
through profit or loss, or available-for-sale.
The board of directors manages this exposure
by maintaining a portfolio of investments
with different risk and return profiles and will
consider hedging the risk exposure should
the need arise. The Group is not exposed to
commodity price risk.

N
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(ir)

Equity price risk (continued)

At 30 June 2014, if equity prices had
increased/(decreased) by 10% and all other
variables were held constant:

- the Group’s profit for the year
would increase/(decrease) by
approximately HK$1,431,000 (2013:
increase/(decrease) by approximately
HK$1,207,000). This is mainly due to
the changes in financial assets at fair
value through profit or loss; and

- the Group's equity other than

retained profits would increase/
(decrease) by approximately
HK$2,406,000 (2013: increase/
(decrease) by approximately
HK$2,327,000) as a result of the
changes in fair value of listed equity
investments included in the Group's
available-for-sale financial assets.
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(ir)

(i)

Equity price risk (continued)

This sensitivity analysis has been determined
assuming that the price change had occurred
at the reporting dates and has been applied
to the Group's investment on that date.

The policies to manage equity price risk have
been followed by the Group since prior years
and are considered to be effective.

Interest rate risk

Interest rate risk relates to the risk that
the fair value or cash flows of a financial
instrument will fluctuate because of changes
in market interest rates. The Group is
exposed to interest rate risk primarily arising
from bank balances and bank borrowings.
Majority of the bank borrowings are
arranged at variable rates which expose the
Group to cash flow interest rate risk. The
interest rates and repayment terms of the
bank borrowings outstanding at reporting
dates are disclosed in note 30.

The Group currently does not have an
interest rate hedging policy. However,
management monitors interest rate exposure
and will consider hedging significant interest
rate exposure should the need arise.

N
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.2 Market risk (continued)

(i)

Interest rate risk (continued)
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FoFREARR
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The following table illustrates the sensitivity
of the profit for the year and retained profits
to a change in interest rates of +100 basis
point and —100 basis point (2013: +100 basis
point and —100 basis point) with effect from
the beginning of the year. The calculations
are based on the Group’s bank balances
and interest-bearing bank borrowings held
at each reporting date which are subject to
variable interest rates. All other variables are
held constant.

2014 2013
F#ET FAET
HKS$'000 HK$°000
fis 2% _EF+100 If interest rates were 100 basis point
A (= —=F: (2013: 100 basis point) higher
T00E %)
FREEF RIRE Net profit for the year and retained
s AR A profits decreased by (1,291) (1,067)
i ) 2& T Bk 100 25 If interest rates were 100 basis point
==y (2013: 100 basis point) lower
1005 E)
FREF R IRE Net profit for the year and retained
=il profits increased by 1,291 1,067

AEEBEBREFEN
K—BEETEENX
R 2 BUR - IR
AEBRRB R

The policies to manage interest rate risk have
been followed by the Group since prior years
and are considered to be effective.
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.3 Credit risk

EERBREEMTACZR

Credit risk refers to the risk that the counterparty

SEHTRERESHT to a financial instrument would fail to discharge
B GRBITEEE 2 its obligation under the terms of the financial
AEEEXHBELZ instruments and cause a financial loss to the
Jﬂf‘”?‘yﬁﬁ%gﬂﬁ Group. In order to minimise the credit risk, the

BREEENEEER

B IR BUR 'Mﬁmﬁg
PR 58 Ko L A6 WA AT R e
WORRIR AR H R TE e -
AEENSEE BB S
B R ARIA 2 AT E
7 ARERE B A AT U El
SREEH T HRERE -
REME EFER/AN
%laﬁ&%ﬂﬁﬁhﬁ

EEER

RZE—NERNA=F
H AEEEEERRSE
RZIER W TRRA AR
£HAH308% (—F—=
F:49% ) 2 B 5 KK
HREANEE R &
B HENEEREEN
RECHIBzHP—ER
REF -

senior management compiles the credit and risk
management policies, to approve credit limits and
to determine any debt recovery action on those
delinquent receivables. In addition, the Group
reviews the recoverable amount for each individual
account receivables at each reporting date to ensure
that adequate impairment losses are made for
irrecoverable amounts. In this regard, the board of
directors considers that the Group’s credit risk is
effectively controlled and significantly reduced.

As at 30 June 2014, the Group had concentration
of credit risk as 30.8% (2013: 49%) of the Group's
trade receivables which were due from one of
the Group’s largest customers within the design,
manufacturing, marketing and trading of the
jewellery and diamonds segment.

N
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.3

Credit risk (continued)

Save as the aforesaid concentration of credit risk, the
Group's credit risk exposure is spread over a number
of counterparties and customers. The Group is also
exposed to the credit risk of the contingent liabilities
in relation to the financial guarantee contract
granted to a wholly-owned subsidiary of a joint
venture as detailed in note 41 to the consolidated
financial statements.

Credit risk on cash and bank balances is mitigated as
cash is deposited in banks of high credit rating.

Further quantitative data in respect of the Group'
exposure to credit risk arising from long-term and
trade receivables are disclosed in notes 23 and 25 to
the consolidated financial statements respectively.

Save as the long-term receivables as detailed in
note 23(a), none of the Group's financial assets are
secured by collateral or other credit enhancements.

The Company’s maximum exposure to credit risk
is primarily attributable to amounts due from
subsidiaries, other receivables and contingent
liabilities in relation to the financial guarantee
contracts granted to the subsidiaries and a wholly-
owned subsidiary of a joint venture as detailed in
note 41 to the consolidated financial statements.

The credit policies have been followed by the Group
since prior years and are considered to have been
effective in limiting the Group's exposure to credit
risk to a desirable level.
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.4 Liquidity risk
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Liquidity risk related to the risk that the Group will
not be able to meet its obligation associated with
its financial liabilities. In the management of the
liquidity risk, the Group monitors and maintains a
level of cash and cash equivalents deemed adequate
by management to finance the Group’s operations
and mitigate the effects of fluctuations in cash flows
in the short and long term. Management monitors
the utilisation of bank borrowings and ensures
compliance with loan covenants.

The liquidity policies have been followed by the
Group since prior years and are considered to have
been effective in managing liquidity risk.

The following tables show the remaining contractual
maturities at the reporting date of the Group's
financial liabilities, which are based on contractual
undiscounted cash flows (including interest
payments computed using contractual rates or, if
floating, based on rates current at the reporting
date) and the earliest date the Group can be
required to pay.

Specifically, for bank loans which contain a
repayment on demand clause which can be
exercised at the bank’s sole discretion, the analysis
shows the cash outflow based on the earliest period
in which the entity can be required to pay, that is if
the lenders were to invoke their unconditional rights
to call the loans with immediate effect.

N
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M55 - B EREEBIE 46. FINANCIAL RISK MANAGEMENT

BBUR (&) OBIJECTIVES AND POLICIES (continued)
464 REBESER(F) 46.4 Liquidity risk (continued)
AEH Group
UL —FHE

REFEEE —EnNE  EOREE
Total &EXEE  Morethan

EE  contractual Within 1 year but MEUL
Carrying  undiscounted 1 year or less than More than
amount cash flow  on demand 2 years 2 years
FET FET FET FET FET
HKS000 HKS000 HKS 000 HKS'000 HKS'000
RZF-MERA=1+H Asat30June 2014
FiTEEMER: Non-derivative financial liabilities:
BAEMNHE Trade payables 135,354 135,354 135,354 - -
HiEMFUARETER Other payables and accruals 36,357 36,357 36,357 - -
HERERE Obligation under finance leases 557 614 238 376 -
HRRER Convertible note 4,924 5,850 5,850 - -
RITER Bank loans 411,126 411,126 411,126 - -
B EE D AFE Due to related companies 79,104 94,813 2,330 - 92,483
BRBEREEZER  Loan from a controlling shareholder 95,037 98,077 1,350 1,350 95,377
762,459 782,191 592,605 1,726 187,860
BRI BBER: Financial guarantee issued:
RAERER Maximum amount quaranteed 8,270 279,313+ 279,313+ - =
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M55« B EREEBIE 46. FINANCIAL RISK MANAGEMENT

BEBUR (&) OBIJECTIVES AND POLICIES (continued)
46.4 REESEK (&) 46.4 Liquidity risk (continued)
AEE (&) Group (continued)
ANAKE —ENE

BEHERE —ERg  BIREE
Tt HEREE More than

REE  contractual Within 1 year but MEHE
Carrying  undiscounted 1 year or less than More than
amount cash flow on demand 2 years 2 years

TATL AT TET TET TR
HKS$ 000 HK$000 HK$000 HK$ 000 HK$000

RZF—Z£7~A=1H Asat30June 2013

FiTEEMER: Non-derivative financial liabilities:
BHEMNHE Trade payables 138,132 138,132 138,132 = -
HitENFUARETER Other payables and accruals 32,300 32,300 32,300 - -
RERERE Obligation under a finance lease 217 217 113 104 =
THRER Convertible note 9,874 11,126 4,875 4,875 1,376
ERHREEARFIE  Due to ulimate holding company 1,546 1,546 1,546 - -
RITER Bank loans 336,181 336,181 336,181 - -
SRR RAFE Due to related companies 86,224 94,706 2321 92,385 -
RRRERRME S50 Loan from a controlling shareholder 105,022 107,722 11,350 96,372 =
709,496 721,930 526,818 193,736 1,376
BRI HBER: Financial quarantee issued:
EAEREE Maximum amount guaranteed 10,751 95,662* 95,662 - -
* S5R7T kA B AR * The Group would be liable to pay the bank if the
B AREBEERIE bank is unable to recover the loans.

RRITERZAEE-

No
w
W
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FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.4 Liquidity risk (continued)

Company

AHRUR —ENE
REFEEE —EnNE  EOREE
Total &EXEE  Morethan

EE  contractual Within 1 year but MEUL
Carrying  undiscounted 1 year or less than More than
amount cash flow  on demand 2 years 2 years
FET FEz FET FEx FET
HK$000 HK$'000 HKS000 HK$ 000 HK$ 000

RZF-MERA=1+H Asat30June 2014
EthENFIERESTER Other payables and accruals 949 949 949 - -
THERE Convertible note 4,924 5,850 5,850 - -
ERHEARZA Due to subsidiaries 33,423 33423 33,423 = =
PRIRRIEE 2SS Loan from a controling shareholder 90,000 93,040 1,350 1,350 90,340
EF—HEBARAZE  Dueto a related company 48,086 58,170 - - 58,170
177,382 191,432 41,572 1,350 148,510

BRI ZBHER: Financial quarantee issued
BAEREE Maximum amount guaranteed

8,270 690,439* 690,439* -
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M55« B EREEBIE 46. FINANCIAL RISK MANAGEMENT

BEBUR (&) OBIJECTIVES AND POLICIES (continued)
46.4 REESEK (&) 46.4 Liquidity risk (continued)
KAT (E) Company (continued)
ANAKE —ENE

BEHERE —ERg  BIREE
Tt HEREE More than

REE  contractual Within 1 year but MEHE
Carrying  undiscounted 1 year or less than More than
amount cash flow on demand 2 years 2 years

TATL AT TET TET TR
HKS$ 000 HK$000 HK$000 HK$ 000 HK$000

RZF—Z£7~A=1H Asat30June 2013

EthENFIERESTER Other payables and accruals 932 932 932 - -
FERMBARZE Due to subsidiaries 18,813 18,813 18813 - -
THRER Convertible note 9,874 11,126 4,875 4,875 1376
BRBEREZER  Loan from a controling shareholder 100,000 102,700 11,350 91,350 -
FEf—HEBARAFE  Dueto a related company 53,346 58,170 - 58,170 -

182,965 191,741 35,970 154,395 1376

BRI MBER: Financial guarantee issued

BEAEREE Maximum amount guaranteed 10,751 431,843 431,843 = =
* MERITARAEU B A E @ The Company would be liable to pay the banks if
B ANAR)ZBAYE the banks are unable to recover the loans.

ARTTERZAE-

No
W
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.4 Liquidity risk (continued)

Group

The table that follows summarises the maturity
analysis of bank loans with a repayment on demand
clause based on agreed scheduled repayments set
out in the loan agreements. The amounts include
interest payments computed using contractual
rates. As a result, these amounts were greater than
the amounts disclosed in the “within 1 year or on
demand” time band in the maturity analysis shown
above. Taking into account the Group's financial
position, the directors do not consider that it is
probable that the bank will exercise its discretion to
demand immediate repayment. The directors believe
that such bank loans will be repaid in accordance
with the scheduled repayment dates set out in the
loan agreements.

HERA-REEEEF ARHAHEREXERE N ZRITHR
Maturity analysis - Bank loans subject to repayment on demand
clause based on scheduled repayment dates

AHRUR —EME
REFEEE —EnE EOREE
Total KEXEE  Morethan

BEE  contractual Within 1 year but MEUL
Carrying  undiscounted 1 year or less than More than
amount cash flow  on demand 2 years 2 years

TET FET FET FET TET
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000

RZF-ME7XA=+H Asat30June 2014

ROER Bank loan 411,126 423,146 208,300 213452 1,394
RZFE-=£7XA=1H Asat30June 2013
RTER Bank loan 336,181 344,288 148,034 196,254 -
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OBJECTIVES AND POLICIES (continued)

46.5

Fair value measurements recognised in the
statements of financial position

The hierarchy groups financial assets and liabilities
into three levels based on the relative reliability of
significant inputs used in measuring the fair value
of these financial assets and liabilities. The fair value
hierarchy has the following levels:

- Level 1: quoted prices (unadjusted) in active
markets for identical assets;

- Level 2: inputs other than quoted prices
included within Level 1 that are observable
for the instruments, either directly (i.e. as

ERET BN prices) or indirectly (i.e. derived from prices);
WABE(TEE and

FIEBFBREZH

B): &

— F3E R LAMm
T WIERR A&
RAISEE ZEA
B (EEEREH
AB)°

- Level 3: inputs for the instruments that
are not based on observable market data
(unobservable inputs).

N
~



Notes to the Consolidated Financial Statements m %25 B 18R E Mzt

For the year ended 30 June 2014
HE_Z-—MFEA=THILFE

N
(0]

M0+ »

46.5

HHEREERR

BEHR #)

R R KRR 2 AF
E5tE (&)

TREENRBBEREME
BAZ D HERIBER T
REBHAFEFERAFE
REBEZ&EERBAE
HEE - R ITSIRR
MBARNKIR A FEFTE
ZEREEMABRAYF

46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.5

Fair value measurements recognised in the
statements of financial position (continued)

The level in the fair value hierarchy within which
the financial assets and liabilities is categorised in its
entirety is based on the lowest level of input that
is significant to the fair value measurement. The
financial assets and liabilities measured at fair value
in the consolidated statement of financial position/
statement of financial position are grouped into the

BEREZDFIT fair value hierarchy as follows:
bS]
Group
E1E $#2[E #3E @t
Level 1 Level 2 Level 3 Total
FAT FAT FET FAT
HKS'000 HKS$'000 HKS'000 HKS$'000
(Hiz(a) (Wi (b)) (HE(c)
(note (a)) (note (b)) (note (c))
RZF—MEAA=+H Asat30June 2014
REEZSMEE Available-for-sale financial assets
—EEALEMZBRAES - Equity securities listed in Hong Kong 13,444 - - 13,444
~EEN EmZRAES - Equity securities listed in overseas 10,619 - - 10,619
BIEEE 2 EWES:  Listed securities held for trading:
~EEALEMZBRAES - Equity securities listed in Hong Kong 14,309 - - 14,309
38,372 - - 38,372
RZF-=FR"A=1+H Asat30June 2013
HEEZSREE Available-for-sale financial assets
~HERBEMZRAES - Equity securities listed in Hong Kong 13,559 - - 13,559
~EBINET 2 BRAES - Equity securities listed in overseas 9,707 - - 9,707
BIEEE 2 EW&EH:  Listed securities held for trading:
~HERBEMZRAES - Equity securities listed in Hong Kong 12,072 - - 12,072
AR R 2 BOEEE  Redemption option of
convertible note - - 7 7
fTESBTA Derivative financial instruments - 38 - 38
35,338 38 7 35,383
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46. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.5 Fair value measurements recognised in the

BF £ (&) statements of financial position (continued)
Y. YN
Company
F1E $2E #3E st
Level 1 Level 2 Level 3 Total
FéET FET FHET FET
HK$'000 HKS$'000 HKS$000 HKS$'000
(Hiz(a) (Wit (b)) (Hiz ()
(note (a)) (note (b)) (note (c)
RZF-=F£AA=1+H Asat30June2013
AAREE 2 BEEER  Redemption option of
convertible note - - 7 7

RN B ATEZ HER
s AT ERIA £ 35 45 28R
L R -

Hiat -

(@)

PeAE S XFETD
REEENFEHERAZ
MEREE FER
e EREIEAINE [
KipH (fHER) °

TESMIAEZAT
ETNERBUTAZ
ERR TS M(E - St
RGERMEtE
ERMAEEERAE
15 B R S R AR AT
BREmSH8E-

BAFIBZAE
ERTEEAZME
BT THAR R IE LA
AEEMSBBERE
EZERHNE-

The methods and valuation techniques used for

the purpose of measuring fair value are unchanged

compared to the previous reporting periods.

Notes:

(a)

Fair values of listed equity securities have been
determined by reference to their market prices at
the reporting date and have been translated using
the spot foreign currency rates at the end of the
reporting period where appropriate.

Fair values of derivative financial instruments are
measured using quoted prices in active markets for
similar instruments, or using valuation techniques
in which all significant inputs are directly or
indirectly based on observable market data.

The Group's financial assets classified in Level 3
use valuation technique based on significant inputs
that are not based on observable market data.
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46.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

46.5 Fair value measurements recognised in the
statements of financial position (continued)

The movements in fair value measurements in Level

ZEEIT 3 during the year are as follows:
AEERAERF
Group and Company
2014 2013
FETT FAET
HK$’000 HK$°000
A AR SR 1% 2 FE [0 3% =2 4 Redemption option of
convertible note
REH] At the beginning of the year 7 148
~FEEE (HaEd=+5) Fair value change (note 35) 7) (141)
RER At the end of the year = 7
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47.

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 (2013: Nil).

CAPITAL MANAGEMENT

The primary objective of the Group's capital management
is to ensure that it maintains a strong credit rating and
healthy ratios in order to support its business and maximise
shareholders value.

The Group manages its capital structure and makes
adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the dividend payment to shareholders,
return capital to shareholders or issue new shares. No
changes were made in the objectives, policies or processes
during the current and previous years.
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CAPITAL MANAGEMENT (continued)

The Group monitors capital using a gearing ratio, which is
net debts divided by total equity plus net debts. Net debts
are calculated as the sum of bank and other borrowings
less cash and cash equivalents as shown in the consolidated
statement of financial position. The Group aims to maintain
the gearing ratio at a reasonable level and the directors
are of the opinion that the Group's gearing ratio was
maintained at reasonable level at the reporting date. The
gearing ratios as at the reporting date were as follows:

BLLEMT
AEHE
Group
2014 2013
Fi&ET FHEIT

HK$'000 HK$ 000
mEAaR Current liabilities
RITERK Bank loans 411,126 336,181
AR R Convertible note 4,924 =
FET A A R RIE Due to related companies 2,330 2,321
PR R R 2 B Loan from a controlling shareholder - 10,000
ERBAR Non-current liabilities
AR =R Convertible note = 9,874
FEASTREE A R 508 Due to related companies 76,774 83,903
FET S a2 IR A R FRIE Due to ultimate holding company - 1,546
PR R R 2 B Loan from a controlling shareholder 95,037 95,022
BEBER Total debts 590,191 538,847
B RIReER Less: Cash and cash equivalents (78,124) (37,911)
BERHER Net debts 512,067 500,936
U En R e Total equity 1,846,226 1,785,408
e B FE MBS RE Total equity and net debts 2,358,293 2,286,344
BEARARK/ILE Gearing ratio 21.7% 21.9%
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48. EVENTS AFTER THE REPORTING DATE

(a)

Subsequent to year end date, the Group had
disposed of an owner-occupied property of a
carrying amount of HK$634,000 at a consideration
of HK$28,888,000 and the gain arising from this
disposal amounted to HK$28,254,000.

On 28 August 2014, Master Gold Development
Limited (“Master Gold”), a wholly-owned subsidiary
of the Company, as the lender entered into a facility
agreement with Wealth Plus Developments Limited
(“Wealth Plus”), a joint venture of the Group as
the borrower, for providing a facility in the amount
of HK$78,000,000. The facility will be used as
working capital for the development of a commercial
property in Shanghai. The details of the facility
agreement were set out in the announcement of the
Company dated 28 August 2014.



Annual Report 2014 F ik

Other Information m E &R

MEFEE PARTICULARS OF PROPERTY
RZZE—WFEA=+H As at 30 June 2014
BEWE INVESTMENT PROPERTY

AEBELES

Attributable

LE R& FHHA interest
Location Use Lease term of the Group
1B EE 38 PP 236-24255 EES KA 100%
236-242 Dex Voeux Road Central Commercial Long
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FIVE YEAR FINANCIAL SUMMARY

A summary of the results and of the assets, liabilities and non-
controlling interests of the Group for the last five financial years,
as extracted from the respective published audited consolidated
financial statements is set out as below. This summary does not
form part of the audited consolidated financial statements.

E RESULTS
2014 2013 2012 2011 2010
FET FETL FETL FETL FET
HKS' 000  HK$S000  HK$'000  HK$000  HKS$000
€ Revenue 868,103 949,215 955,712 973501 1,031,708
BR TS B AR A Profit before income tax 51,971 87,660 215,020 35,387 11,189
Frs® (%) /E% Income tax (expense)/credit (1,232) (1,303) (2,494) (5,646) (6,594)
EMa Profit for the year 50,739 86,357 212,526 29,741 4,595
JEE s Non-controlling interests (159) (510) 2,368 3,712 217

AREEE AEELET] Net profit attributable to

the owners of the Company 50,580 85,847 214,894 33,453 4,812

EE - ERERFEHER

ASSETS, LIABILITIES AND NON-
CONTROLLING INTERESTS

2014 2013 2012 2011 2010
FE#T THT THT THT THT
HK$'000  HK$000  HK$000 ~ HK$000  HK$'000

BEE Total assets 2,866,683 2,758,770 2,634,216 1,528,734 1,399,111
BERE Total liabilities (1,020457)  (973,362)  (988,598)  (495,596)  (391,595)
IR Non-controlling interests 5,896 6,055 6,565 3,665 (1,057)

1,852,122 1,791,463 1,652,183 1,036,803 1,006,459
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