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FINANCIAL HIGHLIGHTS

Increase /
2013 2012 (decrease)
HK$'000 HK$'000 %
Turnover 7,648,443 7,021,624 8.9%
EBITDA 1,677,049 1,003,207 67.2%
Profit before taxation 901,348 248,313 263.0%
Profit for the year attributable
to owners of the Company 48,037 161,977 (70.3%)
Earnings per share
Basic HK2.95cents HK10.7cents (72.4%)
Diluted HK2.95cents  HK10.7cents (72.4%)




CHAIRMAN'S STATEMENT

On behalf of the board of directors (the “Boardf) The United Laboratories International Holdings
Limited (the “Company”), | hereby present to alasbholders the annual results of the Company and it
subsidiaries (collectively the “Group” or “Unitedhboratories”) for the year ended 31 December 2013.

In 2013, global financial markets were unstablee TIS Federal Reserve’s announcement to withdraw
from the market triggered repercussions in globatks markets as the Eurozone sovereign debt crisis
reemerged and economic growth in China slowed,gbrin uncertainty to the global environment.
However, the PRC government’s medical expenditorehfe year increased by 14% as compared to 2012,
reaching RMB 820.9billion with a slightly higheragvth rate than 2012. With the steady development of
medical policies in China, overall inventory dec®é Anti-corruption measures implemented by the
government in the second half of the year impaetgztoportion of pharmaceutical companies which
relied on hospital channels. Due to limited choigesntibiotic products available to various levefs
hospitals and clinics, the demand for antibiotiesained stable. In addition, a proportion of ob®ole
production capacities ceased production, leadingstble supply and demand in the market and
improvement in the overall business environmerihefGroup.

During the year under review, United Laboratoriepitalized on its leading position in the indusand
earnestly improved its core capacity, sought fgpasfunities amidst such a changing situation, waith
view to realizing consistent growth of business.riby the year, the Group’s turnover amounted to
approximately HK$7,648.4 million, an increase opeagximately 8.9% over that of 2012. EBITDA and
profit before taxation were approximately HK$1,8¥ illion and HK$901.3 million respectively,
representing an increase of approximately 67.2%2&3d0% over the same period in the previous year,
respectively. The profit attributable to ownerstbé Company was approximately HK$48.0 million,
representing a decrease of 70.3% over the samedgarthe previous year. Earnings per share amdunte
to HK2.95 cents. The Board does not recommend palymkfinal dividend for the year ended 31
December 2013.

During the year, the Group recorded consisteniees® in sales. As the demand for antibiotics became
more stable, the selling price of 6-APA, the Greuptermediate product, rebounded from the bottem a
prices grew steadily since the second half of 281@ maintained its increasing trend in the begimih
2014. The price of corn, the primary raw materfabar intermediate product, remained stable dutiteg
year, effectively maintained production cost ofduets. Phase IV of the Group’s Inner Mongolia plant
commenced production during the year and reach&e &@pacity by the end of 2013, while phase V of
the plant commenced trial productions at the en®@@f3. With the first three phases of the Inner
Mongolia plant nearing full capacity and the Graagiively researching and implementing enzymatic
amoxicillin production technologies in new prodocti capacities, vertical integration is further
strengthened, thus effectively lowering productawst. The re-allocation plan of the Chengdu 6-APA
production line was successfully completed and desady been integrated into the Inner Mongolia
factories which help the group in optimising reseuallocation to achieve higher cost efficiency.

For finished products, the Group’s recombinant hurimsulin products was officially included in the
Essential Drugs List (2012 edition), which accdledathe Group’s promotion and bidding work in
various levels of medical institutions across thardry. During the year, the Group received ordiens
private hospitals, clinics and pharmacies, witlesdleing especially prominent in Shandong and Henan
provinces. During the year, sales revenue frommitoant human insulin products successfully acldeve
sales targets set at the beginning of the yeargiog encouraging results.



The Group continued to strengthen its researchdanwdlopment of finished products. In 2012, clinical
trials for insulin glargine (third generation ins)lwere completed and the Group has also apptied t
process clinical trials for insulin detemir. Clialdrials for insulin aspart, the third generatiosulin, is
underway, which further optimises the Group’s inmsyroduct line. Also, the Group is developing raw
materials, oral solutions and tablets for new medmanhydrochloride, which is used in treating
Alzheimer’s disease. On 16 July 2013, the ChinadFaad Drug Administration issued the registration
documents for the drug, making United Laboratotiesfirst manufacturer in China to receive approval
documents to replicate memantine hydrochloride pety] thus further expanding the finished products
business. The Group possesses a strong sales tesrarly 3,000 employees, effectively shortening th
time for a product to enter the market and alswides the strongest driving force for the Grougesvn
products on the market. The Group is currently tigieg 44 new products. As at 31 December 2013, 13
patents have been granted, while 7 are currentgiureview.

For overseas sales, the Group focused on expantingxport business. Overseas sales expansion
progressed smoothly as export sales for 2013 wppeoaimately HK$2,704.9 million, maintaining
stability. Since 2013, all drugs imported into tB8 must be produced by factories with EU or GMP
certification. The Group has already obtained EWRCe&ertification, FDA certification, and GMP
certification from Japan and official certificatidom Mexico. With internationally approved prodiact
capabilities and products possessing significaicepdvantage, the Group is confident that expaildss

will continue to bring satisfactory contributioresthe Group.

For financial strategy, the Group seized markeboomities and optimised the financial structureirmiy
the year through measures such as three-year fitplsases to ensure adequate working capitalire J
2013, the Group entered into an agreement withCthiea Development Bank Hong Kong Branch and
was granted a loan of HK$800 million over a peridd/ears. The net proceeds will mainly be used in
business expansion and repaying bank loans. Inb@c2013, Zhuhai United Laboratories Co., L
s Bl 1y 45 PR\ F]), a wholly-owned subsidiary of the Group, issubé second tranche of
one-year corporate bonds with principal up to RMB6&tllion.

China’s pharmaceutical market possesses great ti@tefhe Chinese Ministry of Health released a
report in September 2012 which pointed out a totdRMB 400 billion will be used in the seven major
medical system projects before 2020 with an aveliagestment amount of RMB 50 billion. With
population ageing growing more severe and increasedrrence of chronic disease due to urbanization,
and improved living standard and larger medicaliasce coverage, market demand for medical and
healthcare also leverages significantly, and exgenalating to medical are destined to increagdeture.

On the other hand, with the government's incredgirgfringent regulation on the pharmaceutical
manufacturing industry, the entry barrier of thephaceutical industry has continuously increaset an
integration of the industry is accelerated. Theupris one of the few players which can meet thetmos
stringent standards while capable to maintain stpbbduction and increase output, and therefongllit
benefit from the integration of the industry.

2014 is a drug tender year, provinces in the PR@ mglease their basic drugs and non-basic
drugs bidding programs. When we compared betweemd#éw tender program and the original tender
program, the principle of the new tender is morefgmable on the quality of products with reasonable
profit margin rather than lower prices, which iglyfficonsideration with manufacture enterprise’slsca
its quality level, new GMP standard, brands anellie¢tual property, etc. It is good news for th@@r as
we will obtain the tender more easily through tHeC® provinces tender program and it will keep
increasing in sales of the Group’s finished progsteadily.

Also, the government has already stated it willtcare to input more resources to support medical
industries, especially leading domestic industiiieis. expected that United Laboratories will benigbm
such policies and further increase market shates EEsential Drugs List (2012 edition) implementad

1 May 2013 increases drug coverage to 520 typewhath 317 are chemical/biological drugs, which
includes the Group’s insulin and amoxicillin prothid_everaging on competitive prices and an extensi
sales network, the Group has already taken an eallantage and penetrated the rural market and
grass-roots level medical organizations. The neuwgsldist will further enhance the sales of related
products, promoting business growth. Also, the @rbas made greater effort to expand the sale of OTC
products, Chinese medicine and health productandrithe growth of finished products.



For new production capacities, phase V of the IfMengolia plant is already completed and is inltria
productions in the end of 2013. Not only does tkgaasion of production capacity of the Inner Morigol
plant lower production cost and raise efficiengyisi also expected that planned production can meet
future development needs to effectively accommottaderate of expansion of the export and domestic
markets.

In the future, the Group shall continue to impletrienexisting business development strategieswie
continue to expand sales networks, strengthen izdioet in domestic rural markets and communities, p
great efforts to increase overseas sales, andecixplore new markets with growth potentials. The
Group will continue to bring its cutting edge irsearch and development into play to develop preduct
with high margin and demand. At the same time, vilk a@ntinue to regard the recombinant human
insulin products as the key product of the Groud avest substantial resources to capture a larger
market share. We will consider promoting the safe®lated products to overseas markets as thepGrou
insulin products have reached international staisler terms of quality and production technologhgdi

the Group will focus on driving the sales of thevlyepackaged large-sized amoxicillin and ampicijllin
with a view to turning them into new growth engiriesfinished products sales.

United Laboratories was founded by its former ahain Mr. Choy Kam Lok. Through 20 years of his
hard work and leadership, the Group was able torilth and develop into a leading pharmaceutical
company within China, contributing greatly to theoGp. | succeeded Mr. Choy Kam Lok as chairman
during the year and have undertaken a great reiiliigs promising to continue with his legacy and
contribute to the Chinese pharmaceutical induktyeraging on the Group’s advantages in econonfies o
scale, we are confident that we can seize markportymities and maintain the Group’s sustainable
growth momentum, hence creating the highest vaduedr shareholders, clients and stakeholders.

On behalf of the Board, | would like to take thgportunity to thank our shareholders, customers and
business partners for their full trust and supparing the past year, as well as all staff forrtipeirsistent
efforts. | hope we can join hands and create @&bkiture together.



2013 ANNUAL RESULTS

The Board of the Company hereby announces the bkdatl results of the Group for the year ended 31
December 2013 together with the comparative figtoethe year 2012 as follows:

Consolidated Statement of Profit or Loss and OtheComprehensive Income

For the year ended 31 December 2013

2013 2012
Notes HK$'000 HK$'000
Turnover 4 7,648,443 7,021,624
Cost of sales (5,010,782) (4,904,338)
Gross profit 2,637,661 2,117,286
Other income 5 78,253 73,650
Other gains and losses 6a 14,573 (874)
Selling and distribution expenses (1,231,296) (1,081,691)
Administrative expenses (556,073) (590,305)
Other expenses 6b (387,146) (110,907)
Impairment loss recognised in respect of
property, plant and equipment (808,363) -
Fair value change on investment properties 1,355,261 -
(Loss) gain on fair value change of embedded
derivative components of convertible bonds (376) 56,085
Finance costs 7 (201,146) (214,931)
Profit before taxation 901,348 248,313
Taxation 8 (853,311) (86,336)
Profit for the year attributable
to owners of the Company 9 48,037 161,977
Other comprehensive income
Items that will not be reclassified to profit ok
Exchange differences arising on translation
to presentation currency 217,135 55,604
Fair value change upon transfer of land use rights
to investment properties 318,852 -
Taxation relating to fair value change upon
transfer of land use rights to investment praesrt (196,884) -
Total comprehensive income for the year
attributable to owners of the Company 387,140 217,581

Earnings per share
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Basic HK 2.95 cents HK 10.7 cents
Diluted HK 2.95 cents HK 10.7 cents



Consolidated Statement of Financial Position
As at 31 December 2013

2013 2012
Notes HK$'000 HK$'000
Non-current assets
Property, plant and equipment 12 9,807,079 8,379,224
Investment properties 2,320,316 -
Prepaid lease payments 114,275 144,488
Goodwill 3,866 3,770
Intangible assets 60,674 2,774
Deposit for leasehold land 169,094 164,532
Deposits for acquisition of property,
plant and machinery 464,635 803,810
Pledged deposit against finance leases 100,772 -
Available-for-sale investment - -
Deferred tax asset 17,911 32,211
13,058,622 9,530,809
Current assets
Inventories 1,271,855 1,813,609
Trade and bills receivables, other receivables,
deposits and prepayments 13 3,290,653 2,896,789
Derivative financial instruments 7,917 4,426
Prepaid lease payments 3,632 3,542
Pledged bank deposits 886,824 1,246,403
Bank balances and cash 1,080,713 646,125
6,541,594 6,610,894
Current liabilities
Trade and bills payables and accrued charges 14 4,274,793 3,312,789
Derivative financial instruments 7,364 4,669
Convertible bonds 15 - 943,431
Obligations under finance leases
- due within one year 549,357 238,950
Tax payables 32,870 33,026
Borrowings - due within one year 4,998,359 4,322,486
9,862,743 8,855,351
Net current liabilities (3,321,149) (2,244,457)
Total assets less current liabilities 9,737,473 7,286,352




2013 2012

Notes HK$'000 HK$'000
Non-current liabilities
Deferred tax liabilities 983,132 64,899
Deferred income in respect of government grants 107,271 103,827
Obligations under finance leases
- due after one year 669,145 421,950
Borrowings - due after one year 1,381,240 600,987
Convertible bonds 15 114,856 -
3,255,644 1,191,663
6,481,829 6,094,689
Capital and reserves
Share Capital 16 16,269 16,269
Reserves 6,465,560 6,078,420
Equity attributable to owners of the Company 6,481,829 6,094,689

Notes:

1.

General

The Company is a limited company incorporated i @ayman Islands. The Company's parent
company is Heren Far East Limited, a company imm@ated in the British Virgin Islands and its
ultimate holding company is Gesell Holdings Limitedcompany incorporated in the British Virgin
Islands. The Company's registered office is locaericket Square, Hutchins Drive, P.O. Box
2681, Grand Cayman, KY1-1111, Cayman Islands anplétce of business is located at 6 Fuk Wang
Street, Yuen Long Industrial Estate, Yuen Long, Newritories, Hong Kong.

The functional currency of the Company and its &lides (the "Group") in the People's Republic
of China (the "PRC") is Renminbi ("RMB"). The colidated financial statements of the Group are
presented in Hong Kong dollars because the Comisamyublic company with the shares listed on
The Stock Exchange of Hong Kong Limited (the "Stésichange™), and a majority of its investors
are based in Hong Kong and therefore, the directonsider that Hong Kong dollars is a preferred
currency to be used in presenting the operatingitseand financial position of the Group.

Basis of preparation of consolidated financialtatements

As at 31 December 2013, the Group had net cuniaritifies of HK$3,321,149,000 which included
borrowings due within one year of HK$4,998,359,000e directors believe the existing bank
borrowings included in current liabilities at thedeof the reporting period could be successfully
renewed on maturity date. In addition, the Groug haailable unutilised borrowing facilities of
HK$6,124,222,000 at 31 December 2013 which cantiised before maturity of the facilities and
will be subject to renewal upon maturity on an airasis. The directors are of the opinion that the
Group has a good track record and maintains goladiaeship with banks which enhance the
Group's ability to renew the borrowing facilitiegan expiry.

In view of these circumstances, the directors ef@mpany have given consideration to the future

liquidity and performance of the Group and its &lae sources of finance in assessing whether the
Group will have sufficient financial resources tmtinue as a going concern.
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Taking into account the Group's cash flow projectincluding the Group's unutilised bank
facilities, ability to renew or refinance the bamdifacilities upon maturity and the Group's future
capital expenditure in respect of its non-cancédlatapital commitments, the directors of the
Company consider that it has sufficient workingitago meet in full its financial obligations as

they fall due for the next twelve months from thwl ef the reporting period and accordingly, the
financial statements have been prepared on a goimgern basis.

Application of new and revised Hong Kong Finaneil Reporting Standards

For the purpose of preparing and presenting theatwlated financial statements, the Group has
consistently adopted the Hong Kong Accounting Stadsl ("HKASs"), Hong Kong Financial
Reporting Standards ("HKFRSs"), amendments andpirgtations ("HK(IFRIC) - Int"), which are
effective for the accounting period beginning adahuary 2013.

Except as described below, the application of # and revised HKFRSs in the current year has
had no material impact on the Group's consolidditeghcial performance and positions for the
current and prior years and/or on the disclosuges in these consolidated financial statements.

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first timethe current year. HKFRS 13 establishes a
single source of guidance for, and disclosures tabain value measurements, and replaces those
requirements previously included in various HKFRSs.

The scope of HKFRS 13 is broad, and applies to bo#ncial instrument items and non-financial
instrument items for which other HKFRSs require marmit fair value measurements and
disclosures about fair value measurements, sutgextfew exceptions. HKFRS 13 contains a new
definition for 'fair value' and defines fair valas the price that would be received to sell antasse
paid to transfer a liability in an orderly trangantin the principal (or most advantageous) masktet
the measurement date under current market conslitieair value under HKFRS 13 is an exit price
regardless of whether that price is directly obablw or estimated using another valuation
technique. Also, HKFRS 13 includes extensive dmate requirements.

In accordance with the transitional provisions RS 13, the Group has applied the new fair
value measurement and disclosure requirements gutiggly.

The Group has not early adopted the following newrevised standards, amendments and
interpretations that have been issued by the HomiggKinstitute of Certified Public Accountants
(the "HKICPA") but are not yet effective:

Amendments to HKFRS 10, Investment Entities
HKFRS 12 and HKAS 27
Amendments to HKAS 19 Defined Benefit Plans: Empontributiorfs
Amendments to HKFRS 9 Mandatory Effective Datél&fFRS 9 and
and HKFRS 7 Transition Disclosures
Amendments to HKAS 32 Offsetting Financial Asseatd &inancial
Liabilities'
Amendments to HKAS 36 Recoverable Amount Disclostioe
Non-Financial Assets
Amendments to HKAS 39 Novation of Derivatives and
Continuation of Hedge Accountihg
Amendments to HKFRSs Annual improvements to
HKFRSs 2010 - 2012 cyéle
Amendments to HKFRSs Annual improvements to
HKFRSs 2011 - 2013 cydle
HKFRS 9 Financial Instrumerits
HKFRS 14 Regulatory Deferral Accounts
HK(IFRIC) - Int 21 Levies



Effective for annual periods beginning on or aftefanuary 2014
Effective for annual periods beginning on or afteluly 2014
Available for application - the mandatory effeetigate will be determined
when the outstanding phases of HKFRS 9 are §iedli
Effective for annual periods beginning on or dftduly 2014, with limited exceptions
Effective for first annual HKFRS financial statertebeginning on or afterl January 2016

The directors of the Company anticipate that thpliegtion of these new or revised standards,
amendments and interpretations will have no matenigact on the Group.

Turnover and Segment information
Turnover

Turnover represents the net amounts received aedvedble for goods sold by the Group to outside
customers, less discounts and sales related taxes.

2013 2012
HK$'000 HK$'000
Sales of pharmaceutical products 7,648,443 7,021,624

Segment information

HKFRS 8 "Operating Segments" requires operatingneegs to be identified on the basis of
internal reports about components of the Group @hatregularly reviewed by the chief operating
decision maker (i.e. executive directors of the @any) for the purpose of allocating resources to
segments and assessing their performance.

The Group is currently organised into three revesueams - (i) sale of intermediate products
("Intermediate products"); (ii) sale of bulk mediei ("Bulk medicine"); and (iii) sale of antibiotics
finished products, non-antibiotics finished producnd capsule casings (together "Finished
products"). These three revenue streams are thatopeand reportable segments of the Group on
which the Group reports its primary segment infarama



(&) Segment turnover and results:

Year ended 31 December 2013

Intermediate Bulk Finished Segment
products medicine products total Elimination Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TURNOVER
External sales 1,652,920 3,466,638 2,528,885 7,648,443 - 7,648,443
Inter-segment sales 1,718,358 360,898 - 2,079,256 (2,079,256) -
3,371,278 3,827,536 2,528,885 9,727,699 (2,079,256) 7,648,443
RESULT
Segment profit 78,527 63,879 537,073 679,479
Unrealised profit
elimination (18,181) (25,989) (21,121) (65,291)
60,346 37,890 515,952 614,188
Unallocated
other income 59,461
Unallocated
corporate expenses (132,250)
Other gains and losses 14,573
Impairment loss
recognised in respect
of property, plant and
equipment (808,363)
Gain on fair value
change of embedded
derivative components
of convertible bonds (376)
Fair value on
investment properties 1,355,261
Finance costs (201,146)
Profit before taxation 901,348
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Year ended 31 December 2012

Intermediate Bulk Finished Segment
products medicine products total Elimination Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TURNOVER
External sales 1,571,494 3,297,839 2,152,291 7,021,624 - 7,021,624
Inter-segment sales 1,274,164 266,593 - 1,540,757 (1,540,757) -
2,845,658 3,564,432 2,152,291 8,562,381 (1,540,757) 7,021,624
RESULT
Segment profit 22,058 55,594 426,771 504,423
Unrealised profit
elimination 6,720 (9,758) (2,538) (5,576)
28,778 45,836 424,233 498,847
Unallocated
other income 23,291
Unallocated
corporate expenses (114,105)
Other gains and losses (874)
Gain on fair value
change of embedded
derivative components
of convertible bonds 56,085
Finance costs (214,931)

Profit before taxation 248,313

Measurement

The accounting policies of the reportable segmaréshe same as the Group's accounting policies
described in the annual report. Performance is aneddased on segment profit that is used by the
chief operating decision maker (the “CODM”) for thmurposes of resource allocation and
assessment of segment performance. Taxation &looated to reportable segments.

The turnover and profit or loss of the Group atecated based on the operations of the segments.

Total assets and liabilities for reportable segmeate no longer provided to the CODM.
Accordingly, the Group has not included total assmt liabilities information as part of segment
information.

Intersegment turnover is charged at prevailing marktes.

Reportable segment profit represents the profitezhby each segment without allocation of certain
other income, impairment loss recognised in respeproperty, plant and equipment, gain on fair
value change of embedded derivative component®myestible bonds, fair value on investment
properties, sundry income, other gains and logs@porate expenses and staff costs, and finance
costs.
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(b) Other segment information

Amounts included in the measure of segment profibss or segment assets:

For the year ended 31 December 2013

Intermediate Bulk
products medicine
HK$'000 HK$'000
Amortisation of prepaid lease payments 2,860 1,317
Amortisation of intangible assets - -
Depreciation of
property, plant and equipment 398,279 111,916
Loss on disposal of property,
plant and equipment 18,396 2,894
Written down of long aged deposits
and prepayments 6,291 14,837
Impairment loss recognised in respect
of property, plant and equipment 808,363 -
For the year ended 31 December 2012
Intermediate Bulk
products medicine
HK$'000 HK$'000
Amortisation of prepaid lease payments 2,002 1,173
Amortisation of intangible assets -
Depreciation of
property, plant and equipment 403,266 77,791
Loss on disposal of property,
plant and equipment 296 2,493

- 12 —

Finished
goods Consolidated
HK$'000 HK$'000
386 4,563
2,221 2,221
57,576 567,771
- 21,290
- 21,128
- 808,363
Finished
goods Consolidated
HK$'000 HK$'000
378 3,553
1,432 1,432
53,921 534,978

203 2,992



(c) Geographical information

The turnover by geographical market, (irrespeativéhe origin of the goods) based on the location
of the customers are presented below:

Turnover from
external customers

2013 2012
HK$'000 HK$'000

PRC (Country of domicile) 4,943,565 4,538,721
Europe 837,008 682,436
India 654,311 772,564
Hong Kong 24,401 36,215
Middle East 87,331 170,449
South America 437,921 350,701
Other Asian regions 529,345 389,865
Other regions 134,561 80,673

7,648,443 7,021,624

Note:
Analysis on turnover from external customers aiteld to individual countries in Europe, other
Asian regions and other regions is not presentdtieasost to develop such necessary information
would be excessive.

(d) Information about major customers

There is no customer who represents more than I@Pe ¢otal sales of the Group.

Other income

2013 2012

HK$'000 HK$'000

Bank interest income 25,196 19,734
Sales of raw materials 32,884 30,230
Subsidy income 18,030 20,129
Sundry income 2,143 3,557
78,253 73,650

— 13—



Other gains and losses / other expenses

a. Other gains and losses

Investment income on forwards contracts
Net foreign exchange gain (loss)
Loss on disposal of property, plant and equipment

(Loss) gain on fair value change
on derivative financial instruments

b. Other expenses

Research and development expenditures

Staff redundancy costs and removal costs upon
cessation of production in Chengdu

Temporary production suspension costs

Written-down of long aged deposits and prepayments

Others

Finance costs

Interest on borrowings wholly repayable within figears
Interest on convertible bonds wholly

repayable within five years
Interest on finance leases wholly

repayable within five years

Less: amounts capitalised in property, plant andpeent

Borrowing costs capitalised during the year aras¢he general borrowing pool and are calculated
by applying a capitalisation rate of 6.68% (20128%) per annum to expenditure on qualifying

assets.
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2013 2012
HK$'000 HK$'000
24,971 -
12,480 (1,121)
(21,290) (2,992)
(1,588) 3,239
14,573 (874)
138,545 90,946
64,961 -
160,664 13,963
21,128 -
1,848 5,998
387,146 110,907
2013 2012
HK$'000 HK$'000
317,466 216,063
105,618 110,852
48,237 22,797
471,321 349,712
(270,175) (134,781)
201,146 214,931




Taxation

2013 2012
HK$'000 HK$'000
The charge comprises:
Current tax
Hong Kong Profits Tax 7,119 4,393
PRC enterprise income tax 86,300 83,398
PRC withholding tax 24,149 19,693
117,568 107,484
Over-provision in prior years
Hong Kong (1,461) (3,015)
PRC 619 396
(842) (2,619)
Sub-total 116,726 104,865
Deferred tax 736,585 (18,529)
853,311 86,336

Hong Kong Profits Tax is calculated at 16.5% ofelsémated assessable profit for both years.

PRC Enterprise Income Taxes (“EIT”) are calculakthe applicable rates of tax prevailing in the
areas in which the Group operates, based on tlérexlegislation, interpretations and practices.

Pursuant to the PRC Enterprise Income Tax law @nditailed implementation rules promulgated
on 16 March 2007 and 6 December 2007 respectitlidynew tax rate for domestic and foreign
enterprises is unified at 25% and is effective frbrdanuary 2008. Besides, with effect from 1
January 2008, if the subsidiaries are qualifiethigh-technology companies (under the new PRC
Enterprise Income Tax Law), the subsidiaries wél éntitled a reduced rate of 15% and such
qualification is subject to renew for every threzags. Certain of group entities in the PRC are
entitled to the reduced tax rate of 15% for 2013 201.2.

According to a joint circular of Ministry of Finaacand State Administration of Taxation, Cai Shui
2008 No.1, dividend distributed out of the profienerated since 1 January 2008 by the PRC entity
to non-PRC tax resident shall be subject to PR@rarise Income Tax pursuant to Articles 3 and
27 of the Income Tax Law Concerning Foreign InvestirEnterprises and Foreign Enterprises and
Article 91 of the Detailed Rules for the Implemeiaa of the Income Tax Law for Enterprises with
Foreign Investment and Foreign Enterprises.
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9. Profit for the year

2013 2012
HK$'000 HK$'000
Profit for the year has been arrived at after cingrfcrediting):
Provision of allowances for inventories
(included in cost of sales) 3,841 -
Provision (reversal) of allowances for doubtful telmet 7,510 (4,767)
Auditor’s remuneration 5,503 3,880
Amortisation of prepaid lease payments 4,563 3,553
Depreciation and amortisation
Depreciation of property, plant and equipment 567,771 534,978
Amortisation of intangible assets
(included in administrative expenses) 2,221 1,432
569,992 536,410
Less: amount included in temporary production
suspension costs in other expenses (37,327) (3,824)
Less: amount included in research
and development expenditures in other expenses (27,075) (26,580)
505,590 506,006
Operating lease payments in respect of rented pssmi 1,851 1,920
Staff costs, including directors’ emoluments
Salaries and other benefits costs 782,181 745,787
Retirement benefit costs 79,209 71,247
861,390 817,034
Less: amount included in research
and development expenditures in other expenses (19,928) (16,780)
Less: amount include in temporary production
suspension costs in other expenses (18,270) -
823,192 800,254
10. Dividend

The Board does not recommend payment of final diviifor the year ended 31 December 2013
(2012:Nil).
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11. Earnings per share

The calculation of the basic and diluted earnings ghare attributable to the owners of the
Company is based on the following data:

Earnings

2013 2012
HK$'000 HK$'000

Earnings for the purposes of basic and dilutediegsn
per share being profit for the year
attributable to owners of the Company 48,037 161,977

Number of shares

2013 2012
Basic and diluted ‘000 '000
Weighted average number of ordinary shares
for the purpose of basic and diluted earningsspare 1,626,875 1,513,083

The weighted average number of ordinary sharedamgmg during the year ended 31 December
2012 had been adjusted for the bonus effect ofgigisue of shares in May 2012.

The computation of diluted earnings per share dmtsassume the conversion of the Company'’s
outstanding convertible bonds since their exergieald result in an increase in earning per share
for both years.

12. Property, plant and equipment
During the year, the Group spent approximately HK%$3,212,000 (2012: HK$3,231,943,000) on

the acquisition of factory premises and manufactuplant, in order to upgrade its manufacturing
capabilities.
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13. Trade and bills receivables, other receivabledgposits and prepayments

2013 2012

HK$'000 HK$'000

Trade and bills receivables 2,751,998 2,183,560
Value added tax receivables 286,076 306,123
Other receivables, deposits and prepayments 273,636 420,216
Less : allowance for doubtful receivables (21,057) (13,110)
3,290,653 2,896,789

The Group normally allows a credit period of betw@&® days and 120 days to its trade customers,
and may be extended to selected customers depenlithgir trade volume and settlement with the
Group. The bills receivables have a maturity peabldetween 90 days and 180 days.

The following is an analysis of trade and billsa®ables by age, presented based on the invoice
date, and net of allowance for doubtful receivatlthe end of the reporting period:

2013 2012
HK$'000 HK$'000

Trade receivables
0 to 30 days 607,924 545,606
31 to 60 days 393,976 379,839
61 to 90 days 198,875 161,392
91 to 120 days 46,645 59,461
121 to 180 days 41,075 24,570
Over 180 days 11,052 21,530
1,299,547 1,192,398

Bills receivables

0 to 30 days 248,973 78,869
31 to 60 days 253,352 146,205
61 to 90 days 279,729 126,045
91 to 120 days 380,413 212,707
121 to 180 days 280,262 425,651
Over 180 days 2,360 618
1,445,089 990,095

- 18 —



14. Trade and bills payables and accrued charges

The Group normally receives credit terms of up20 @lays and 180 days of trade payables and bills
payables, respectively, from its suppliers. Th&feing is an analysis of the trade and bills pagabl

by age, presented based on the invoice date anthef the reporting period:

2013 2012
HK$'000 HK$'000
Trade payables
0 to 90 days 962,289 692,371
91 to 180 days 45,015 547,085
Over 180 days 33,258 29,865
1,040,562 1,269,321
Bills payables
0 to 90 days 710,500 277,191
91 to 180 days 187,380 262,033
897,880 539,224
Other payables and accruals 530,308 346,357
Deferred income in respect of government grants 147,999 137,595
Payables in respect of the acquisition
of property, plant and equipment 1,147,861 1,124,119
Premium payable for change of use of
land in Chengdu 617,454 -
4,382,064 3,416,616
Less: Amount due within one year shown
under current liabilities (4,274,793) (3,312,789)
Amount shown under non-current liabilities 107,271 103,827

Included in the trade payables and other payaldeseaare HK$551,736,000 and HK$22,020,000
(2012: HK$351,792,000 and HK$93,122,000) respelstitfeat will be settled by endorsed bills for
which the maturity date has not yet fallen duetabeend of the reporting period.

Included in the Group's other payables and accfoalthe year ended 31 December 2013 are other

payables with a carrying amount of HK$39,067,00012Nil) which are denominated in United
State dollars, being a foreign currency of the eeige group entities.
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15.

Convertible bonds

On 14 November 2011, the Company issued RMB deratetin US$ settled 7.5% unsecured
convertible bonds at par with the aggregate pradcgmount of RMB790,000,000 with initial
conversion price of HK$7.2 (subject to adjustmepts) share at a fixed exchange rate of HK$1.00
to RMB0.8137 (the "Convertible Bonds"). An adjustrnédas been made to the conversion price
from HK$7.2 to HK$6.4 as a result of the rightsrehissued during the year ended 31 December
2012. The Convertible Bonds will be settled inxefl amount of their RMB principal amount and
paid in US$ equivalent translated at the spot ahtine settlement date, together with accrued but
unpaid interest. The Convertible Bonds are listedhe Singapore Exchange Securities Trading
Limited.

The Convertible Bonds bears interest from (anduiticlg) the issued date at the rate of 7.5% per
annum calculated by reference to the principal arhthereof and payable semi-annually in arrear
on 14 November and 14 May of each year, commengitigthe first interest payment date falling
on 14 May 2012. The Convertible Bonds will maturel@l November 2016 (the "Maturity Date")
and shall be redeemed by the Company at par ddaharity Date.

Conversion at the option of the bondholder may petwany time between 25 December 2012 and
7 December 2016. The Company will, at the optionhef bondholder, redeem all or some of the
Convertible Bonds on 14 November 2013 at an ameantl to a fixed amount of their RMB
principal amount and paid in US$ equivalent traeslaat the spot rate at the settlement date,
together with accrued but unpaid interest.

The Company may at any time after 14 November 2@tieéem all, but not some only, of the
Convertible Bonds for the time being outstanding éiked amount of their RMB principal amount
at the settlement date and paid in US$ equivatantslated at the spot rate at the settlement date,
together with interest accrued to the date fixeddédemption, provided that the closing price & th
shares of the Company translated into RMB at tleegiling rate applicable to the relevant trading
day, for 20 out of 30 consecutive trading days mptm the date upon which notice of such
redemption is published was at least 140% of thevexsion price then in effect, translated into
RMB at the fixed rate of HK$1.00 = RMB$0.8137.

The Company may at any time redeem all, but notesomly, of the Convertible Bonds being
outstanding at a redemption price equal to a fixexdunt of their RMB principal amount and paid
in US$ equivalent translated at the spot rateeas#itlement date, together with accrued but unpaid
interest to the date fixed for redemption, if priorthe date of notice at least 90% in principal
amount of the bonds originally issued has alreaglgnbconverted, redeemed or purchased and
cancelled.

The Convertible Bonds contain liability componerfnversion option derivative and early
redemption option derivatives. The conversion aptie classified as derivative because the
conversion will be settled other than by the exdgeaof a fixed amount of cash or another financial
assets for a fixed number of the Company's owntggustruments and it gives the Company the
choice over how it is settled. The Company's amdhblder's early redemption option derivatives
are not closely related to the host liability coment as the early redemption amount is not closed
to the amortised cost of the liability on each eis® date. The conversion option derivative, the
Company's and the bond holder's early redemptidioroplerivatives are measured at fair value
with change in fair value recognised in profit osd.

Transaction costs that relate to the issue of thevertible bonds are allocated to the liability,
conversion option and early redemption option cangmds in proportion to their relative fair values.
Transaction costs amounting to approximately HK8@0,000 relating to the conversion option and
redemption option derivatives were charged to profiloss immediately and included in other
expenses. Transaction costs amounting to approsiyn&tk$28,910,000 relating to the liability

component are included in the carrying amount ef liability portion and amortised over the
period of the convertible bonds using the effeciiterest method.
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On 12 November 2013, an aggregate principal amainRMB692,600,000 (equivalent to
approximately HK$883,480,000) was redeemed by Huolders. After partial redemption of the
Convertible Bonds, Convertible Bonds in an aggregatincipal amount of RMB97,400,000
(equivalent to approximately HK$124,243,000) remaiurtstanding with a maturity date of 14

November 2016 and have been reclassified to namtutiability subsequent to 14 November
2013.

The fair value of the Convertible Bonds with embedidderivatives were determined by the
directors with reference to a valuation reportiearout by an independent valuer on 31 December

2012 and 2013. The movement of liability comporeerd embedded derivatives of the Convertible
Bonds for the year is set out as below:

HK$'000
At 1 January 2012 954,017
Interest charged 110,852
Gain arising on changes of fair value (56,085)
Interest paid (72,983)
Exchange realignment 7,630
At 31 December 2012 943,431
Interest charged 105,618
Loss arising on changes of fair value 376
Interest paid (74,279)
Partial redemption of principal (875,149)
Exchange realignment 14,859
At 31 December 2013 114,856

At 14 November 2012, 31 December 2012 and 201Fathealues of the embedded derivatives are

calculated using the Binominal Model. Details o ihputs and assumptions of the model are as
follows:

31 December 31 December
2013 2012
Share price of the Company HK$2.43 HK$3.70
Exercise price HK$6.40 HK$6.40
Remaining life 2.87 years 3.87 years
Risk-free rate 4.407% 3.557%
Expected volatility 49.41% 41.35%
Expected dividend yield 0% 0%

Expected volatility was determined by using theuatised standard deviation of the continuously

compounded rate of return on the daily averagesteljushare price of the Company as at each year
end.

The effective interest rate of the liability comggor on initial recognition is 15.8% per annum.
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16. Share capital

Number of shares Amount
‘000 HK$'000
Ordinary shares of HK$0.01 each:
Authorised:
At 1 January 2012, 31 December 2012 and
31 December 2013 3,800,000 38,000

Issued and fully paid:

At 1 January 2012 1,301,500 13,015
Issue of shares 325,375 3,254

At 31 December 2012 and 31 December 2013 1,626,875 16,269

During the year ended 31 December 2012, the Comssued 325,375,000 rights shares at the
issue price of HK$2.21 on the basis of one neweskar every four ordinary shares currently held
by the respective shareholder. The new sharespamlpassu with the existing shares in all respects

MANAGEMENT DISCUSSION AND ANALYSIS
Business Review and Financial Results

For the year ended 31 December 2013, the Groupiever was approximately HK$7,648.4 million, an
increase of 8.9% as compared with last year. Thétmttributable to shareholders was approximately
HK$48.0 million, representing a decrease of 70.3%@mpared with last year. The decrease is mainly
due to (i) Decrease in gain on fair value changenadbedded derivative components of convertible sond
as the Company repaid the convertible bonds suimtgnduring the year; and (ii) write-off of all
production facilities located in Chengdu factoryctnsolidate it with the production in Inner Monigol
factory in order to enhance the scale of productieduce the cost of production and enhance efitgie

as a whole. Segmental turnover (including intemset sales) of intermediate products, bulk medicine
and finished products increased by 18.5%, 7.4% Bh8% respectively as compared with last year.
Segmental profit of bulk medicine decreased by %7 compared with last year. Segmental profit of
intermediate products and finished products in@edsy 109.7% and 21.6% respectively as compared
with last year.

On 15 April 2013, Mr. Choy Kam Lok, founder andrfaer chairman of the Group, passed away due to
illness. All management and staff were deeply sa€deOn 16 April 2013, Mr. Tsoi Hoi Shan, the sén o
Mr. Choy Kam Lok and an executive director of then@pany, succeeded Mr. Choy as chairman of the
Group. Mr. Tsoi Hoi Shan has assisted Mr. Choy Kaok in formulating the operating strategy of the
Group in the past and is very familiar with the haceutical market. His succession as chairmaheof t
Group will aid the operations and future developnwdrine Group. Mr. Tsoi Hoi Shan will continue it
the operation direction and management principldsrmer chairman, Mr. Choy Kam Lok, and continue
to strengthen the Group and create greater valusufoshareholders.

Reviewing 2013, global financial markets were ublstaThe US Federal Reserve’s announcement to
withdraw from the market triggered repercussionglabal stock markets as the Eurozone sovereigh deb
crisis reemerged and economic growth in China sipweinging uncertainty to the global environment.
Our sound development foundation enables us totfaeehanges in the Chinese pharmaceutical market
with ease and handle complex market competitione TBroup’s operations during the year are
summarized as follows:
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Intermediate product and bulk medicine prices retzbu

After the Chinese antibiotics pharmaceutical matk&$ under gone policy adjustments and industry
settlement in the past few years, the price of@Gheup’s primary intermediate product 6-APA has begu
to rise from its low point since the end of 2018c®s grew steadily in the second half of the yBae to

the guidelines limiting antibiotic use issued bievant Chines authorities gradually losing effeetigss,
the market's demand for antibiotic pharmaceutidas risen. Under the synergy effect, sale of the
Group’s intermediate product and bulk medicine ptareuticals have risen.

Sales of finished products increase

During the year, the Group’s recombinant human linsinjection products and amoxicillin were
officially included in the Essential Drugs List, igh is beneficial to the Group’s promotion and lidg
work in various levels of medical institutions a&sahe country to gain more market share. Turnofer
the Group’s finished products increased over la&strywhich was due to the increase in sales of the
Group’s recombinant human insulin injection progu@uring the year, the Group received orders from
private hospitals, as well as clinics and pharnsg@eé various levels, with sales being especially
prominent in Shandong and Henan province.

Steady increase in overseas sales

During the year, the Group’s overseas sales inetkdsom HK$2,482.9 million of last year to
HK$2,704.9 million, increased by 8.9% as comparét \ast year, which was mainly led by increase in
sales in European and Southeast Asia markets. 301 all pharmaceuticals imported into the EUtmus
be produced in a plant which has obtained certiicafrom the EU or GMP. The Group has obtained
EU-CEP certification, US-FDA certification, JapamA8 certification and official certification from
Mexico.

Reorganizing plant production lines

During the year, the Group reviewed its productinas to enhance production efficiency and lowestco
in order to enhance the Group’s competitivenesseréfbre, the Group has decided to move all
production lines of the Chengdu plant, includingdurction lines for 6-APA and clavulanate potassium,
to the Inner Mongolia production plant for concetéd production and to further lower costs. Dueost
effectiveness reasons, the Group has also wriffehe 7-ACA production line of the Chengdu planta
terminated operations, switching to external pusehas a substitute. Plant facilities of the Chergldnt
which were written off due to reallocation planstbeamline production were approximately HK$808.4
million. Also, the Group has applied to relevanvgmment authorities to change the site of the Gtien
plant into commercial purposes and service inddatijities and residential purposes.

Increased in financing sources

The Group effectively grasped market opportunitied optimised the financial structure during tharye
increasing operating capital. The Group has entetedan agreement with the China Development Bank
Hong Kong Branch and was granted a loan of HK$80@miover a period of three years. The net
proceeds will mainly be used in business expanaiahrepaying bank loans. In October 2013, Zhuhai
United Laboratories Co., Ltd4ifsliiFs szl A R/ ), a wholly-owned subsidiary of the Group,
issued the second tranche of one-year corporatdsberth principal up to RMB600million. As at 31
December 2013, the Group’s funding guaranteed tigailbns under finance leases were approximately
HK$1,218.5 million (2012: HK$660.9 million), whiclwvas used to finance working capital. During the
year, the Group has repaid most of the converliblels within the year, therefore the gain on faiue
change of embedded derivative components of cdbleedonds went from a gain of approximately
HK$56.1 million of last year to a loss of approxbelg HK$0.4 million in this year. This is also ooé

the main reason of profit for the year fell substdly as compared with last year. The decreagaarfit
does not affect the cash flow of the Group.
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Liquidity and Financial Resources

As at 31 December 2013, the Group had pledged dspamsh and bank balances amounted to
HK$1,967.5 million (2012: HK$1,892.5 million).

As at 31 December 2013, the Group had interesidgphank borrowings of approximately HK$6,379.6
million (2012: HK$4,923.5 million), which were deminated in Hong Kong dollars and Reminbi with
maturity within five years. Bank borrowings of appimately HK$2,207.7 million are fixed rate loans
while the remaining balance of approximately HK$4,D million is at floating rate. The Directors
expect that all such bank borrowings will eitherrepaid by internally generated funds or rolledrove
upon maturity and will continue to provide funditegthe Group’s operations.

As at 31 December 2013, current assets of the Gaoupunted to approximately HK$6,541.6 million
(2012: HK$6,610.9 million). The Group’s currentioatvas approximately 0.66 as at 31 December 2013,
as compared with 0.75 as at 31 December 2012. A% &ecember 2013, the Group had total assets of
approximately HK$19,600.2 million (2012: HK$16,141million) and total liabilities of approximately
HK$13,118.4 million (2012: HK$10,047.0 million), meesenting a net gearing ratio (calculated as total
borrowings, obligations under finance leases amyexdible bonds less pledged bank deposits and cash
and bank balances to total equity) of 88.6% aslab&cember 2013, as compared with 76.1% as at 31
December 2012.

Currency Exchange Exposures

The Group’s purchases and sales are mainly dentedima Renminbi, United States dollars and Hong
Kong dollars. The operating expenses of the Greaprainly in Renminbi and Hong Kong dollars. The
Group’s treasury policy is in place to monitor amdnage its exposure to fluctuation in intereststate
Besides, the Group will conduct periodic reviewitsfexposure to foreign exchange risk and may use
financial instrument for hedging purpose when cte®d appropriate.

Contingent Liabilities
As at 31 December 2012 and 2013, the Group hadaterial contingent liabilities.
Outlook for 2014

Looking into 2014, we remain cautiously optimistic China’s economy. The Chinese government has
introduced medical reform research and promoted paigies for many years, and the current policies
are expected to stabilize. Therefore, some supguiessmand will be released. The Group is prepared t
continue to increase its market share in China @aretseas markets. Our development strategies in
various aspects are as follows:

Reorganising product lines and enhance efficieddp@ Inner Mongolia plant

After undergoing large scale production line reargation in 2013, the Group will continue to
implement measures to enhance production efficiefidie Inner Mongolia plant to reduce production
cost and increase productivity, thereby increasimgcompetitiveness of the Group’s intermediate and
bulk medicine products on the market. Lower cofitsvafor more flexibility in pricing of products to
gain larger market shares. Phase V of the Innerddiom plant will commence production in 2014 and
will create synergy with the completed Phase IVtied plant, further lowering production cost and
increasing efficiency.

Continuing development of the international maenhtermediate and bulk medicine products
The Group’s sales network in countries like Bralzilia and Dubai has matured and it is expected tha
overseas sales will bring considerable growth & @roup’s turnover. As the Group’s products obtain

approval and certification for sales overseas,Ghaup will expedite the sales of intermediate antk b
medicine products to overseas markets througtvésseas sales network.
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Developing new products and expanding the salescoimbinant human insulin products

The Group will continue to bring its cutting edge research and development into play to develop
products with high margin and demand. Currently,hage 44 new products being developed, of which
13 products are applying for patent registratiod @rof them were pending approval. The recombinant
human insulin products of the Group will contingelte the highlight of sales growth. More resources
will be devoted to winning bids in more Chinesevnoes to enhance market share. The traditional
finished products of the Group include amoxicillind ampicillin, which will undergo reforms in new
packaging to enhance sales. The Group will conttousrengthen research and development in finished
products. Clinical trials of Insulin glargine (tHirgeneration insulin) is completed, insulin aspart
undergoing clinical trials and insulin detemir wagplied to process clinical trials, further enhagcihe
Group’s insulin product line. Also, the Group isvdl®ping raw materials, oral solutions and tabfets
new memantine hydrochloride, which is used in ingaflzheimer’s disease. On 16 July 2013, the China
Food and Drug Administration issued the registratidocuments for the drug, making United
Laboratories the first manufacturer in China toeree approval documents to replicate memantine
hydrochloride products, thus further expandingfihished products business.

Employees and Remuneration

As at 31 December 2013, the Group had approxima@00 (2012: 12,000) employees in Hong Kong
and the PRC. The employees are remunerated with salsry, bonus and other benefits in kind with
reference to industry practice and their individpatformance. The Group also operates a sharenoptio
scheme of which the Directors may, at its discretgrant options to employees of the Group. Noowpti
has been granted since the adoption of the shéimgeheme.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES O F THE COMPANY

Neither the Company, nor any of its subsidiariesipased, sold or redeemed any of the listed sexurit
of the Company during the year ended 31 DecemlEs.20

CORPORATE GOVERNANCE

The Company is committed to ensure high standafdsoporate governance in the interest of its
shareholders.

The Company has applied and complied with the egble code provisions set out in the Corporate
Governance Code and Corporate Governance Repo@ CGde”) contained in Appendix 14 of the
Listing Rules, except for certain deviations which summarised below:

- Code Provision A.1.8

Code provision A.1.8 of the CG Code stipulates, thatissuer should arrange appropriate insuranger co
in respect of legal action against its directorsthWegular and timely communications among the
directors and the management of the Group, thedBoelieves that all potential claims and legal@adi
against the directors can be handled effectivehd the possibility of actual litigation against the
directors is very low. The Company has arrangedagjate insurance cover in respect of legal action
against its directors with effective from 16 JuBA3.

- Code Provision A.2.1
Under the code provision A.2.1 of the CG Code,rtiles of chairman and chief executive officer sdoul
be separate and should not be performed by the sadividual. During the year ended 31 December

2013, the Company did not have a chief executiieest The Company will make appointment to fill
the post as appropriate.
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- Code Provision A.6.7

Code provision A.6.7 of the CG Code stipulates thaependent non-executive directors and other
non-executive directors should attend general mg®tiAn independent non-executive director was
unable to attend the annual general meeting o€tirapany held on 29 May 2013 due to other important
engagement.

- Code Provision B.1.3

The terms of reference of the Remuneration Comendtdopted by the Company are in compliance with
the code provision B.1.2 of the CG Code except thatRemuneration Committee should review and
make recommendations to the Board on the remuparatickages of executive directors only and not
senior management (as opposed to directors andrseanagement under the code provision).

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as seh d\gpendix 10 to the Listing Rules as its code of
conduct for dealings in securities of the Compamgythe Directors. Following a specific enquiry, all
directors confirmed that they have complied witle #equired standards set out in the Model Code
throughout the year covered by this announcement.

AUDIT COMMITTEE REVIEW

The Audit Committee comprises of four independesm-axecutive directors, namely Mr. Chong Peng
Oon, Mr. Huang Bao Guang, Mr. Song Ming and Ms>#an Nan. The Audit Committee has reviewed
and discussed matters relating to internal contaold financial statement, including a review of the
audited financial statement for the year ended &deimber 2013.

BOARD OF DIRECTORS

As at the date of this announcement, the Board oseg(1) Mr. Tsoi Hoi Shan, Mr. Leung Wing Hon,

Ms. Zou Xian Hong, Ms. Zhu Su Yan, Mr. Fang Yu Pargd Ms. Choy Siu Chit as executive directors;
(2) Mr. Chong Peng Oon, Mr. Huang Bao Guang, Mrndgdling, and (3) Ms. Fu Xiao Nan as

independent non-executive directors.

On behalf of the Board
Tsoi Hoi Shan
Chairman

Hong Kong, 27 March 2014
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