P
CHINA BEST
FE
CHINA BEST GROUP HOLDING LIMITED

BEESREHEKRABRA2SE

(Incorporated in Bermuda with limited liability 7 B S&aE Mt 2 B R4 &)

(Stock Code B ##£5% : 370)




Corporate Information

Chairman’s Message

Management Discussion and Analysis

Corporate Governance Report

Directors and Senior Management

Directors’ Report

Independent Auditor’s Report

Consolidated Statement of Profit or Loss and
Other Comprehensive Income

Consolidated Statement of Financial Position

Consolidated Statement of Changes in Equity

Consolidated Statement of Cash Flows

Notes to the Consolidated Financial Statements

Five-Year Financial Summary

13
29
31
40

42
44
46
48
50
136

I
ell]
/

s

R

EREHRRAN

CEEARE
SREBAR

1
e
B X

0

=

s

iy

e

= #H
B ZBERE

Iff

mAERERER
A ISR
AFMBHE



China Best Group Holding Limited Annual Report 2013

Executive Directors

Mr. Huang Bogqi (Chairman)
Mr. Du Chunyu (Deputy Chairman)

Independent Non-Executive Directors

Mr. Zhou Mingchi
Ms. Wong Yan Ki, Angel
Mr. Zhang Liang

Mr. Ho Yu

Clarendon House 2 Church Street
Hamilton HM11, Bermuda

Room 3405, Bank of America Tower
12 Harcourt Road, Central, Hong Kong

SHINEWING (HK) CPA Limited
43th Floor, The Lee Gardens, 33 Hysan Avenue
Causeway Bay, Hong Kong

Bank of Communications
Hong Kong and Shanghai Banking Corporation

MUFG Fund Services (Bermuda) Limited
26 Burnaby Street
Hamilton HM11, Bermuda

Tricor Tengis Limited
Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong

BITES
EOBSEE(ZE)
HEREE(BERE)
BYFHTES

ER
'|ME L L
RSeEE

falH 5 &

Clarendon House 2 Church Street
Hamilton HM11, Bermuda

EBPIRERBRIBI125E
ERIFITHL3405F

FXPM(ER) G EHABRAF

BT
FIEE33RFE 4318

ZIBIRTT
BB LBESRITARAA]

MUFG Fund Services (Bermuda) Limited

26 Burnaby Street
Hamilton HM11, Bermuda

FHEEERARAT
BEEREKNEBER1835
BAFL2218



| hereby present the results of China Best Group Holding Limited (the
“Company”) and its subsidiaries (the “Group”) for the year ended 31
December 2013 on behalf of the board of directors of the Company (the
“Board”).

OPERATING RESULTS

For the year ended 31 December 2013, the Group recorded a turnover
of approximately HK$190.2 million. Loss attributable to shareholders
amounted to approximately HK$76.2 million, representing loss per
share of approximately HK3.13 cents, whilst the loss attributable to
shareholders when compared to the corresponding period last year was
approximately HK$2.9 million. Such significant increase in the Group'’s
loss is principally due to the deteriorated result of the coal business,
our core business, which also led to impairment loss or provision made
on goodwill and certain assets related to the coal business, including
property, plant and equipment.

COAL BUSINESS

During the year, our coal business recorded a turnover of approximately
HK$40.6 million and a gross loss of approximately HK$14.4 million.
When compared to the corresponding period last year, both turnover
and efficiency for 2013 were far from satisfactory. There was a slump for
the coal market of Mainland China in 2013. Demand for coal products
continued to shrink. The ex-factory prices of the Group’s coal products
were also significantly affected. Coupled with inflated cost, this core
business was resulted in loss.

FREIGHT FORWARDING BUSINESS

During the year, the performance of our freight forwarding business was
maintained at a similar level as the corresponding period last year. Its
turnover and gross profit for the year were approximately HK$6.7 million
and HK$1.8 million respectively.
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SECURITIES INVESTMENT BUSINESS

During the year, the Hong Kong stock market was frequently volatile.
The Group thus recorded a realized loss of approximately HK$0.3
million and a net unrealized loss of approximately HK$5.6 million in its
investment in the shares of certain listed companies during the year. In
addition, the listed securities held by the Group as at 31 December 2013
were valued at approximately HK$23.0 million.

Looking ahead to 2014, the Board expects that the business landscape
faced by the Group's existing businesses will still be full of challenges
and difficulties, in particular the performance of the coal business will
still depend on the recovery of the market. The Board will continue
to devote its efforts to cost and risk controls, with adjustments to be
conducted accordingly. Apart from consolidating the operation of
its existing businesses, the Board will also closely look for and value
investment opportunities, and apply the Group’s abundant resources
timely to drive its further development.

Last but not least, on behalf of the Board, | would like to extend heartfelt
thanks to all employees and partners for their contribution to the
development of the Group as well as to shareholders of the Company
for their enduring support to the Group. In praise of their support, the
Group will unwaveringly strive for reaping more promising business
performance.

Huang Bogqi
Chairman

Hong Kong, 27 March 2014
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Increase/(Decrease)
2013 Vs 2012
2013 2012 HK$'M %
HK$'M HK$'M —E-=FH
=2—= —E—F ZE-ZHFRR(TK)
BEABT BEBIT BEAT %
Financial Results Highlight MREERE
Turnover L 190.2 151.4 38.8 26%
Gross (loss) profit EHEOF (12.2) 31.0 (43.2) (139%)
Other operating loss (net) Hih k& ERCFE) (63.1) (2.7) 60.4 2,237%
Total expenses X4z (27.9) (19.2) 8.7 45%
Net (loss) profit before tax & RINBRTIIE K SR MR 2
non-controlling interests A2 (E518 ) m A F %8 (103.3) 9.2 (112.5) (1,223%)
Net loss after tax & KRR BIIE R SR R
non-controlling interests %7 EEFE (76.2) (2.9) 73.3 2,528%
Extract of Financial Position B 3 R S B 4
Total assets BERE 346.8 4478 (101) (23%)
Total liabilities BEBRE (86.9) (90.9) (4) (4%)
Net current assets RENEEEE 216.0 262.4 (46.4) (18%)
Bank balances and cash RITEHREIRS 170.0 236.3 (66.3) (28%)
Total net assets BEFERTE 259.8 356.8 (97) (27%)

For the year ended 31 December 2013, the Group’s turnover was
approximately HK$190.2 million, representing an increase of 26%
as compared with approximately HK$151.4 million in last year. The
Group recorded a gross loss of approximately HK$12.2 million for the
year ended 31 December 2013, as compared with a gross profit of
approximately HK$31.0 million in the previous year. Finally, the net
loss for the year attributable to equity shareholders of the Company
reached approximately HK$76.2 million, representing an increase of
2,528% as compared with the net loss of approximately HK$2.9 million
in the previous year. Such significant increase is principally due to
the deteriorated result of the Group’s coal business which also led to
impairment loss of and provision on certain coal business related assets
of the Group, including impairment loss on goodwill of approximately
HK$36.7 million and on property, plant and equipment of approximately
HK$24.6 million.
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Coal Business

For the year ended 31 December 2013, the turnover of the Group's
coal business amounted to approximately HK$40.6 million (2012:
approximately HK$95.0 million). Due to the continuous decline in the
price of and the demand for coal products in the PRC market in 2013,
the Group recorded a gross loss of approximately HK$14.4 million in
this core business for the year ended 31 December 2013 (2012: gross
profit of approximately HK$27.9 million). Coupled with impairment
loss of and provision on certain coal business related assets of the
Group, this business segment incurred a loss of approximately HK$89.5
million for the year ended 31 December 2013 (2012: segment profit of
approximately HK$26.4 million).

Freight forwarding Business

For the year ended 31 December 2013, the turnover of the Group's
freight forwarding business amounted to approximately HK$6.7 million
(2012: approximately HK$6.4 million). Gross profit of approximately
HK$1.8 million and segment profit of approximately HK$3.3 million
were made for the year ended 31 December 2013 (2012: gross profit
of approximately HK$1.6 million and segment loss of approximately
HK$82,000). There was no significant change in the Group's strategy
and plan regarding its freight forwarding business. The substantial
increase in the segment profit is mainly attributable to the write-back of
certain long outstanding payables.

Securities Investment Business

For the year ended 31 December 2013, the turnover of the Group’s
securities investment business amounted to approximately HK$142.8
million (2012: approximately HK$50.0 million). During the year, the
Group recorded a realised loss of approximately HK$0.3 million (2012:
approximately HK$4.4 million) and a net unrealised loss of the listed
securities of approximately HK$5.6 million (2012: approximately HK$2.2
million). For the year ended 31 December 2013, the Group received
dividend income of approximately HK$0.4 million (2012: approximately
HK$1.5 million). As at 31 December 2013, the Group was holding
trading securities of approximately HK$23.0 million in value (2012:
approximately HK$21.3 million).
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As at 31 December 2013, the equity and net current assets of the Group
amounted to approximately HK$259.8 million (2012: approximately
HK$356.8 million) and HK$216.0 million (2012: approximately
HK$262.4 million) respectively. On the same date, the Group had
bank balances and cash of approximately HK$170.0 million (2012:
approximately HK$236.3 million) and the current ratio was 3.48 (2012:
3.9).

As at 31 December 2013, the gearing ratio of the Group was 0.11
(2012: 0.08). The gearing ratio is measured on the basis of interest
bearing borrowings over total assets. As at 31 December 2013, the
interest bearing borrowings and total assets of the Group amounted to
approximately HK$36.5 million (2012: approximately HK$36.5 million)
and approximately HK$346.8 million (2012: approximately HK$447.8
million) respectively.

The Group maintained a strong cash position. The Group has sufficient
and readily available financial resources for both general working capital
purposes and any feasible acquisition of potential investments in the PRC
which it may encounter or contemplate in the future.

As at 31 December 2013 and 2012, none of the Group's securities was
pledged to brokers to secure the margin loan. As at 31 December 2013
and 2012, there were no other significant assets pledged to banks to
secure general banking facilities granted to the Group.
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As at 31 December 2013 and 2012, the Group had no material
contingent liabilities.

During the year, the Group incurred approximately HK$13.3 million as
capital expenditure mainly in respect of an acquisition of a land use right
classified under prepaid lease payment which was funded by the Group’s
internal resources (2012: approximately HK$4.1 million).

As at 31 December 2013, the Group had capital commitments of
approximately HK$970 million contracted but not provided mainly in
relation to a proposed acquisition of controlling interests in two gold
mines. However, such contract was terminated on 24 January 2014.
Details in relation to the said proposed acquisition are set out under the
section “Events After the Reporting Period” and “Material Acquisition
and Disposal”.

As at 31 December 2012, there was no material capital expenditure
contracted for but not provided in the consolidated financial statements.

As at 31 December 2013, the Group held available-for-sale investments
of HK$7.5 million (2012: HK$7.5 million) and held for trading
investments of approximately HK$23.0 million (2012: approximately
HK$21.3 million).

(@ On 10 December 2012, the Group entered into a sale and
purchase agreement with an independent third party to dispose
of an investment property at a cash consideration of HK$3
million. Accordingly, the investment property of HK$3 million was
reclassified to investment property classified as held for sale in the
consolidated statement of financial position as at 31 December
2012. The aforesaid disposal was completed on 28 February 2013.
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(b)

On 31 January 2013, Jet-Air (H.K.) Limited (“Jet-Air”), a wholly
owned subsidiary of the Company, entered into a placing letter
with KCG Securities Asia Limited (the “Placing Agent”) to subscribe
for the convertible bonds and the promissory notes issued by North
Asia Resources Holdings Limited (Stock Code: 61), a company
listed on the Main Board of the Stock Exchange, each in a principal
amount of US$7 million (equivalent to approximately HK$54.6
million) respectively at their face values, which consideration was
to be satisfied by cash. The aforesaid placing letter was terminated
on 11 June 2013 by mutual agreement between Jet-Air and the
Placing Agent. Details of the said subscription and reasons for
termination are set out in the Company’s announcements dated 5
February 2013, 22 March 2013 and 13 June 2013.

On 10 April 2013, Gujiao City Hongxiang Coal Industry Co. Ltd.,
a non-wholly owned subsidiary of the Company, entered into the
Contract for Grant of State-owned Construction Land Use Right
with the Land Resources Bureau of Guijiao City to acquire the land
use right of land parcel 11026, which has a site area of 49,661.56
square meters and is located at Yongshuqu Village, Xiqu Street,
Guijiao City, Shanxi Province, the PRC at a price of RMB9.4 million
(equivalent to approximately HK$11.8 million). Details of the
aforesaid acquisition are set out in the Company’s announcement
dated 22 April 2013.

On 16 August 2013, the Company entered into an acquisition
agreement with certain independent third party vendors (the
“Vendors"”), pursuant to which the Company conditionally agreed
to purchase equity interests for acquiring controlling interests in
two gold mines situated in Shandong Province in the PRC by way
of equity transfer (the “Proposed Acquisition”). On 24 January
2014, the Company and the Vendors entered into a termination
agreement to terminate the Proposed Acquisition. Details of the
Proposed Acquisition and reasons for the termination are set out
in the Company’s announcements dated 13 June 2013, 9 August
2013, 16 August 2013, 30 August 2013, 13 January 2014, 21
January 2014 and 24 January 2014.

Save as disclosed above, there was no other material acquisition or
disposal (including the acquisition or disposal of subsidiaries and
associated companies) for the year ended 31 December 2013.

During the year ended 31 December 2012, there was no material
acquisition and disposal made by the Group.

(b)
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The Group’s monetary assets, loans and transactions are principally
denominated in Hong Kong dollars, Renminbi, Singapore dollars, and
US dollars. During the year, there was no significant fluctuation in the
exchange rates of Hong Kong dollars, Singapore dollars and US dollars.
The appreciation in the currency value of the Renminbi may have some
impact especially with respect to the Group’s operations in the PRC. The
monetary assets of the Group in US dollars are also subject to the risk
of exchange rate fluctuation. The Group will take a prudent approach
against this impact but currently is not engaged in any derivative
activities and not committed to any financial instruments to hedge its
balance sheet exposure.

As at 31 December 2013, the Group had approximately 34 staff (2012:
approximately 92 staff). The total staff cost incurred for the year
ended 31 December 2013 was approximately HK$7.4 million (2012:
approximately HK$6.5 million). The remuneration of employees was
determined with reference to the market circumstances, the Group's
performance as well as individual qualification and experience. In
accordance with the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”), the staff of the Company’s
accounting and financial reporting function have adequate training
programs and budget.

Pursuant to a share option scheme adopted on 22 May 2012 (the “2012
Share Option Scheme”), the Board may grant options to directors
(including non-executive directors and independent non-executive
directors), employees of the Company and any of its subsidiaries or
associated companies, to subscribe for shares of the Company. During
the year, no options were granted under the 2012 Share Option
Scheme.

The Group is principally engaged in manufacture and sales of coal,
international air and sea freight forwarding and the provision of logistics
services as well as trading of securities.

In respect of the coal business, after the continued decline in the price
of and demand for coal products in the PRC market in the last few years,
the Board expects that the coal enterprises will continue to face severe
and challenging market conditions in 2014. As such, the Group will keep
on taking various measures to control costs and operation risks.
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In respect of the freight forwarding business, the Board remains
unenthusiastic about the prospect of this business sector and will not
reformulate the Group’s current strategy.

In respect of the securities investment business, the Board will adopt
comparatively cautious strategy to control investment risks.

Leveraging its experience and network in the PRC, the Group will
continue to explore investment opportunities mainly for business
development in the PRC. The Board is convinced that it is the
fundamental basis on which the Company generates and preserves value
over the longer term and the strategy for delivering the objectives of the
Company. The Board will closely monitor the business environment with
the aim to maximise the returns of the shareholders of the Company.

The Board has resolved not to recommend any final dividend for the year
ended 31 December 2013 (2012: Nil).

The register of members of the Company will be closed from
Wednesday, 28 May 2014 to Friday, 30 May 2014 (both days inclusive),
during which time no transfer of shares will be registered. In order to
qualify to be shareholders of the Company to attend, act and vote at
the annual general meeting to be held on 30 May 2014, all transfer
documents accompanied by the relevant share certificates must be
lodged with the Company’s branch share registrar and transfer office
in Hong Kong, Tricor Tengis Limited at Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong, not later than 4:30 p.m. on Tuesday, 27
May 2014.
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Neither the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s shares during the year ended 31
December 2013 (2012: Nil).

The Board has established the Audit Committee in accordance with
the Listing Rules. The Committee comprises Mr. Zhou Mingchi, Ms.
Wong Yan Ki, Angel and Mr. Zhang Liang, the three independent non-
executive directors of the Company. A summary of the duties and
works of the Audit Committee is set out in the “Corporate Governance
Report” of this annual report.

The Audit Committee has reviewed the Group’s consolidated financial
statements for the year ended 31 December 2013 in conjunction with
the Company’s external auditor, SHINEWING (HK) CPA Limited.

During the year ended 31 December 2013, the Company has fully
complied with the code provisions (“Code Provisions”) of the Corporate
Governance Code as set out in Appendix 14 of the Listing Rules, with
deviation from code provisions A.2.1, A.4.1 and A.6.7. Details of the
Company’s corporate governance are set out in the section headed
"Corporate Governance Report” of this annual report.

The Board acknowledges its responsibility for maintaining the Group’s
internal control system to safeguard shareholders’ investment and for
reviewing the effectiveness of such on an annual basis under Code
Provision C.2.1.
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The Board is pleased to present this Corporate Governance Report in the
Group’s annual report for the year ended 31 December 2013.

The manners in which the principles and Code Provisions in the
Corporate Governance Code (the “CG Code”) contained in Appendix
14 of the Listing Rules are applied and implemented are explained in the
following parts of this Corporate Governance Report.

The Group strives to attain and maintain high standards of corporate
governance to enhance shareholder value and safeguard shareholder
interests. The Group’s corporate governance principles emphasize
a quality Board, effective internal control and accountability to
shareholders.

The Board believes that good corporate governance practices are
increasingly important for maintaining and promoting shareholder value
and investor confidence.

The CG Code contained in Appendix 14 of the Listing Rules sets out the
principles of good corporate governance (“Principles”) and two levels of
corporate governance practices:

(@) code provisions which listed issuers are expected to comply with or
to give considered reasons for any deviation; and

(b) recommended best practices for guidance only, which listed issuers
are encouraged to comply with or give considered reasons for
deviation.
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The Company’s corporate governance practices are based on the
principles, code provisions and certain recommended best practices as
set out in the CG Code.

Throughout the year ended 31 December 2013, the Company has
complied with the code provisions set out in the CG Code, save for
the deviations from code provisions A.2.1, A.4.1 and A.6.7 which are
explained in the relevant paragraphs in this report.

The Company will continue to enhance its corporate governance
practices appropriate to the conduct and growth of its business and to
review its corporate governance practices from time to time to ensure
they comply with the CG Code and align with the latest developments of
the Group.

Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes the responsibility for leadership and control of
the Company and is collectively responsible for promoting the success of
the Company by directing and supervising its affairs. All directors should
take decisions objectively in the best interests of the Company.

The Board sets policy direction and approves strategies/operational plans
to ensure effective functioning and growth of the Company, in the
interests of all shareholders.

Every director shall ensure that he/she carries out his/her duty in
good faith and in compliance with the standards of applicable laws
and regulations, and acts in the interests of the Company and its
shareholders at all times.
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The Board undertakes responsibility for decision making in major
matters of the Company, including: the approval and monitoring of
all policy matters, overall strategies and budgets, internal control and
risk management systems, material transactions (in particular those
may involve conflict of interests), financial information, appointment of
directors and other significant financial and operational matters.

All directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary, with a view to
ensuring that Board'’s procedures and all applicable rules and regulations
are followed.

Each director is normally able to seek independent professional advice
in appropriate circumstances at the Company’s expense, upon making
request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the executive directors and the senior
management. The delegated functions and work tasks are periodically
reviewed. Approval has to be obtained from the Board prior to any
significant transactions entered into by the abovementioned officers.

The Board has the full support of the executive directors and the senior
management to discharge its responsibility.

The composition of the Board ensures a balance of skills and experience
appropriate to the requirements of the business of the Company and to
the exercising of independent judgment.

The Board currently comprises five members of whom two are executive
directors and three are independent non-executive directors. Members
of the Board are unrelated to one another.
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The list of all directors is set out under the section of “Corporate
Information” on page 2 and in all corporate communications issued
by the Company pursuant to the Listing Rules from time to time. The
independent non-executive directors are expressly identified in all
corporate communications pursuant to the Listing Rules.

During the year, the Board at all times met the requirements of the
Listing Rules relating to the appointment of at least three independent
non-executive directors with at least one independent non-executive
director possessing appropriate professional qualifications, or
accounting or related financial management expertise.

The Company has received written annual confirmation from each
independent non-executive director of his/her independence pursuant
to the requirements of the Listing Rules. The Company considers all
independent non-executive directors to be independent in accordance
with the independence guidelines set out in the Listing Rules.

All directors, including independent non-executive directors, have
brought a wide spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and effective functions.
Independent non-executive directors are invited to serve on the Audit,
Nomination and Remuneration Committees of the Company.

The procedures and process of appointment, re-election and removal
of directors are laid down in the Company’s Bye-laws. The Nomination
Committee is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent
non-executive directors. Details of the Nomination Committee and its
works performed during the year are set out in the “Board Committees”
section below.
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In accordance with the Company’s Bye-laws, all directors of the
Company are subject to retirement by rotation at least once every three
years and any new director appointed to fill a causal vacancy or as an
addition to the Board shall submit himself/herself for re-election by
shareholders at the first general meeting after appointment.

Code provision A.4.1 of the CG Code stipulates that non-executive
directors should be appointed for a specific term, subject to re-election.

Although the non-executive directors are not appointed for a specific
term, pursuant to the Company’s Bye-laws, all directors of the Company
are subject to retirement by rotation once every three years and eligible
for re-election at the annual general meeting, and any new director
appointed to fill a casual vacancy shall submit himself/herself for re-
election by shareholders at the first general meeting after appointment.

Each newly appointed director receives a comprehensive, formal and
tailored induction on the first occasion of his/her appointment, so as
to ensure that he/she has appropriate understanding of the business
and operations of the Company and that he/she is fully aware of his/
her responsibilities and obligations under the Listing Rules and relevant
regulatory requirements.

During the year, the directors received regular updates and
presentations on changes and developments to the Group’s business
and to the legislative and regulatory environments in which the Group
operates. All directors are also encouraged to attend relevant training
courses. During the year, each of Mr. Huang Bogi, Mr. Du Chunyu,
Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel and Mr. Zhang Liang
participated in appropriate continuous professional development
activities by ways of attending training or reading materials relevant to
the Company’s business or to directors’ duties and responsibilities.
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Meetings
Number of Meetings and Directors’ Attendance

During the year, regular Board meetings were held for reviewing and
approving the financial and operating performance, and considering
and approving the overall strategies and policies of the Company.
Most important resolutions agreed in Board meetings were made by
all directors including both executive and independent non-executive
directors.

No Risk Management Committee meeting was held for the year ended
31 December 2013.
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Committee and the Nomination Committee during the year are set out A EaR8kaA T -
below:
Meetings Attended/Eligible to Attend
BHERERLEZEE

Audit Remuneration Nomination
Name of Directors Shareholders Board Committee Committee Committee
EEng (& Exeg BHZEE FHzES REZEE
Huang Bogi =R 2/2 10/10  Not Applicable 1”1 11

TiEH
Du Chunyu &M 0/2 10/10  Not Applicable /1 Not Applicable

TiE i
Zhou Mingchi LN 0/2 10/10 2/2 "7 i
Wong Yan Ki, Angel =R 1/2 10/10 2/2 171 11
Zhang Liang R 02 10/10 2/2 7 1”1

Under Code Provision A.6.7 of the CG Code, the independent non-
executive directors and other non-executive directors should attend
general meetings and develop a balanced understanding of the views
of shareholders. Due to their various work commitments, one executive
director and all independent non-executive directors of the Company
were unable to attend the annual general meeting held on 20 May 2013;
and one executive director and two independent non-executive directors
of the Company were unable to attend the special general meeting held
on 22 April 2013.
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Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting are
normally made available to directors in advance.

Notices of regular Board meetings are served to all directors at least 14
days before the meetings. For other Board and committee meetings,
reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each Board
meeting or committee meeting to keep the directors apprised of the
latest developments and financial position of the Company and to
enable them to make informed decisions. The Board and each director
also have separate and independent access to the senior management
whenever necessary.

The Chairman and the Company Secretary attend almost all regular
Board meetings and when necessary, other Board and committee
meetings to advise on business developments, financial and accounting
matters, statutory compliance, corporate governance and other major
aspects of the Company.

The Company Secretary is responsible for keeping minutes of all
Board meetings and committee meetings. Draft minutes are normally
circulated to directors for comment within a reasonable period of time
after each meeting and the final version is open for directors’ inspection.

According to the current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a director,
will be considered and dealt with by the Board at a duly convened Board
meeting.

The Company’s Bye-laws also contain provisions requiring directors to
abstain from voting (nor be counted in the quorum) at meetings for
approving transactions in which such directors or any of their associates
have a material interest.
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Code Provision A.2.1 stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed by the
same individual. The division of responsibilities between the chairman
and chief executive should be clearly established and set out in writing.
Mr. Huang is the chairman of the Board. The Company has no such
title as the chief executive officer currently. Given the current size and
structure of the Company, the Board is of the view that though there is
no chief executive officer, the balance of power and authority is ensured
by the operation of the Board, which comprises experienced individuals,
and meetings between the directors and the management are held from
time to time to discuss issues relating to the operation of the Company.
The Board also believes that the current structure is conducive to
strong and consistent leadership, enabling the Company to make and
implement decisions promptly and efficiently.

The Board has established four committees, namely, the Audit
Committee, Nomination Committee, Remuneration Committee and
Risk Management Committee, for overseeing particular aspects of
the Company’s affairs. All Board committees of the Company are
established with defined written terms of reference. Save for the Risk
Management Committee, the terms of reference of the other Board
committees are made available to shareholders on the websites of
the Stock Exchange (http://www.hkexnews.hk) and the Company
(http://www.cbgroup.com.hk) respectively.

The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the
Company’s expenses.
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The Audit Committee comprises three independent non-executive
directors, namely Ms. Wong Yan Ki, Angel, Mr. Zhou Mingchi and Mr.
Zhang Liang. Among the committee members, one of them possesses
the appropriate professional qualifications or accounting or related
financial management expertise. None of the members of the Audit
Committee is a former partner of the Company’s existing external
auditors.

The main duties of the Audit Committee include the following:

(@) To review the financial statements and reports and consider any
significant or unusual items raised by the staff of the Company’s
accounting and financial reporting function, internal auditor (if
any) or external auditors before submission to the Board;

(b) To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees and
terms of engagement, their independence and objectivity, and
make recommendation to the Board on the appointment, re-
appointment and removal of external auditors; and

(c) To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

The Audit Committee held two meetings during the year to review the
half-yearly and annual financial results and reports, financial reporting
and compliance procedures, report on the Company’s internal control
and risk management review and processes and the re-appointment of
the external auditors.

The attendance records of the Audit Committee are set out under the
section “Meetings” in this report.

The Company’s annual results for the year ended 31 December 2013
have been reviewed by the Audit Committee.
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The Nomination Committee comprises one executive director, namely,
Mr. Huang Bogqi, and three independent non-executive directors, namely
Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel and Mr. Zhang Liang.

The main duties of the Nomination Committee include the following:

e  To review the structure, size, composition and diversity (including
the skills, knowledge and experience) of the Board and make
recommendations regarding any proposed changes;

e  To develop and formulate relevant procedures for nomination and
appointment of directors and senior management;

e To identify suitable candidates for appointment as directors and
senior management;

e  To make recommendations to the Board on appointment or re-
appointment of and succession planning for directors and senior
management; and

e To assess the independence of the independent non-executive
directors.

The Nomination Committee carries out the process of selecting and
recommending candidates for directorships and senior management
by making reference to the skills, experience, professional knowledge,
personal integrity and time commitments of such individuals, the
Company’s needs and other relevant statutory requirements and
regulations. An external recruitment agency may be engaged to carry
out the recruitment and selection process when necessary.

The Nomination Committee held a meeting during the year to review
the structure, size, composition and diversity of the Board and made
recommendations to the Board in accordance with the Nomination
Committee’s written terms of reference. The Nomination Committee
considers that board appointments are based on merit and candidates
are considered against objective criteria, having due regard for the
benefits of diversity on the Board, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

In accordance with the clause 87(1) of the Company’s Bye-laws, Mr.
Zhou Mingchi and Ms. Wong Yan Ki, Angel will retire and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

The Board recommended the re-appointment of the directors standing
for re-election at the forthcoming annual general meeting.
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The Remuneration Committee comprises two executive directors,
namely, Mr. Huang Boqgi and Mr. Du Chunyu, and three independent
non-executive directors, namely, Mr. Zhou Mingchi, Ms. Wong Yan Ki,
Angel and Mr. Zhang Liang. The primary objectives of the Remuneration
Committee include making recommendations on and approving the
remuneration policy and structure and remuneration packages of the
executive directors and the senior management. The Remuneration
Committee is also responsible for establishing transparent procedures
for developing such remuneration policy and structure to ensure that no
director or any of his/her associates will participate in deciding his/her
own remuneration, which remuneration will be determined by reference
to the individual performance and the operating results of the Company
as well as the market conditions and practice.

The Remuneration Committee normally meets for reviewing the
remuneration policy and structure and determination of the annual
remuneration packages of the executive directors and the senior
management and other related matters when needs arise. The Human
Resources Division is responsible for collection and administration
of the human resources data and making recommendations to the
Remuneration Committee for consideration. The Remuneration
Committee shall consult the Chairman and/or the Board about
these recommendations on remuneration policy and structure and
remuneration packages.

The Remuneration Committee held a meeting during the year to review
the remuneration packages of the directors and the senior management
and made recommendation to the Board in accordance with the
Remuneration Committee’s written terms of reference.

Remuneration of Directors and Senior
Management

Particulars of the directors’ remuneration for the year ended 31
December 2013 as required to be disclosed pursuant to Appendix 16
to the Listing Rules are set out in note 12 to the consolidated financial
statements.

The remuneration of the senior management is less than HK$1,000,000
for the years ended 31 December 2013 and 2012.
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The Risk Management Committee comprises two executive directors,
namely, Mr. Huang Bogi and Mr. Du Chunyu, and three independent
non-executive directors, namely, Mr. Zhou Mingchi, Ms. Wong Yan
Ki, Angel and Mr. Zhang Liang. The Risk Management Committee
primarily focuses on raising the level of management awareness of,
and accountability for the business risks faced by the Group’s business
operations. In meeting its responsibilities, the Risk Management
Committee seeks to put in place policies and procedures to provide a
framework for identification and management of risks.

The Risk Management Committee normally meets for prioritizing and
accelerating those risk management strategies that are critical to the
advancement of the Group’s objectives and ensuring that sufficient
resources and appropriate level of support from the management are
allocated. The Risk Management Committee shall consult the Chairman
and/or the senior management of the Company about the effectiveness
of their recommendations and report to the Board any risks relating to
material transactions in the ordinary course of business and unusual
transactions beyond the scope of the principal business activities of the
Group.

The Board is responsible for performing the corporate governance duties
as set out in the terms of reference equivalent to Code Provision D.3.1 of
the CG Code. During the year, the policies of the corporate governance
of the Company were reviewed by the Board in the Board meetings.

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. Specific enquiry has been made of all directors and
the directors have confirmed that they have complied with the Model
Code throughout the year ended 31 December 2013.
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The directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended 31 December 2013.

The directors are responsible for overseeing the preparation of financial
statements of the Company with a view to ensuring that such financial
statements give a true and fair view and that relevant statutory
requirements and applicable accounting standards are complied with.

The management of the Company provides such explanation and
information to the Board so as to enable the Board to make an informed
assessment of the financial information and position of the Company
which were put to the Board for approval.

The statement of the external auditors of the Company about their
reporting responsibilities on the consolidated financial statements is set
out in the “Independent Auditor’s Report” on page 40.

An analysis of the remuneration of the Company’s auditors, SHINEWING
(HK) CPA Limited, for the year ended 31 December 2013 is set out as
follows:

Audit services ZERTE
Interim review services HR AR B AR TS
Other ad-hoc assignments EhAETE T1E
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Under Code Provision C.2.1, the Board is responsible for maintaining an
adequate internal control system to safeguard shareholders’ investments
and the Company’s assets, and reviewing the effectiveness of such on an
annual basis.

The internal control system of the Group is designed to facilitate
effective and efficient operations, to ensure reliability of financial
reporting and compliance with applicable laws and regulations, to
identify and manage potential risks and to safeguard assets of the
Group.

During the year, the Board and the Audit Committee had discussed and
reviewed the internal control system and the relevant proposal made by
senior management in order to ensure an adequate and effective system
of internal control. The Board believes that the existing internal control
system is adequate and effective.

The key elements of the Group’s internal control system include the
following:

o the organizational structure is clearly defined with distinct lines of
authority and control responsibilities;

o a comprehensive financial accounting system has been established
to provide for performance measurement indicators and to ensure
compliance with relevant rules;

o the senior management shall prepare annual plans on financial
reporting, operations and compliance aspects by reference to
potential significant risks;

o unauthorized expenditures and release of confidential information
are strictly prohibited;

o specific approval by executive director prior to commitment is
required for all material matters; and

e the management shall review and evaluate the control process and
monitor any risk factors on a regular basis and report to the Audit
Committee on any findings and measures to address the variances
and identified risks.
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The Company Secretary, Mr. Ho Yu, is responsible for facilitating the
Board process, as well as communications among Board members, with
shareholders and management. Mr. Ho's biography is set out in the
“Directors and Senior Management” section on page 30. During the
year, Mr. Ho undertook not less than 15 hours of professional training to
update his skills and knowledge.

The Company believes that effective communication with shareholders
is essential for enhancing investor relations and investors’ understanding
of the Group’s business performance and strategies. The Group also
recognises the importance of transparency and timely disclosure of
corporate information which enables shareholders and investors to make
a properly informed investment decision.

The Company continues to enhance communications and relationships
with its investors. Enquiries from investors are dealt with in an
informative and timely manner. Investors may write directly to the
Company at its principal place of business in Hong Kong for any
inquiries.

To promote effective communication, the Company maintains a website
at www.cbgroup.com.hk, where extensive information and updates
on the Company’s business developments and operations, financial
information, corporate governance practices and other information are
available for public access.

The Board confirmed that, during the year, there were no significant
changes made to the Company’s Bye-laws affecting its operations and
reporting practices.
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Under the Company’s Bye-laws, the Board, on the requisition of
shareholders of the Company holding not less than 10% of the paid-
up capital of the Company by sending a written notice to the Board or
the Company Secretary at the Company’s principal place of business in
Hong Kong, shall convene a special general meeting to address specific
issues of the Company within 21 days from the date of deposit of
written notice. The same requirement and procedure also applies to any
proposal to be tabled at shareholders’ meetings for adoption.

Specific enquiries by shareholders requiring the Board's attention can be
sent in writing to the Board or the Company Secretary at the Company’s
principal place of business in Hong Kong.

In addition, the Company maintains contact with its shareholders
through annual general meetings or other general meetings, and
encourages shareholders to attend those meetings.

Notice of general meeting is sent by mail to the registered shareholders
of the Company. Agenda and resolutions are set out in the notice of
general meeting. A proxy form for use at a general meeting is enclosed
with the notice. Shareholders who do not intend or are unable to be
present at the meeting should fill out the form and return the same to
the share registrar and transfer office of the Company, so as to appoint
a representative, another shareholder or the chairman of the meeting as
their proxy.
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Mr. Huang Boqi (“Mr. Huang")

Mr. Huang, aged 48, obtained his Bachelor degree of Engineering at
Southern China University of Technology, the PRC in 1987 and further
obtained a Master degree of Economics from Jiangxi University of
Finance and Economics in 1999. He was an executive director and
interlocking chief executive officer of Goldmond Holdings Limited (Stock
Code: 8190) from 2005 to 2010. He has over 17 years of experience
in sales and operations management, corporate finance and merger
and acquisition transactions. He also has experience in the field of
information technology and electronics industries as well as mining
industry.

Mr. Du Chunyu (“Mr. Du”)

Mr. Du, aged 53, received a Doctor degree of Business Administration
at the Shanghai Jiao Tong University and an Executive Master degree
of Business Administration at Cheung Kong Graduate School of
Business. He is a director of a logistic company which was set up in
the PRC. Having specialized in the logistics of dangerous goods for
years, he is an expert in the logistics of dangerous goods and supply
chain management in the PRC. He is a committee member of the fifth
commission of the China Federation of Logistics and Purchasing.

Mr. Zhou Mingchi (“Mr. Zhou")

Mr. Zhou, aged 54, is a senior mining engineer and has over 27 years
of extensive experience in the coal mining industry. He received his
Bachelor degree of Mining from Hebei Mining Industry College. He is
currently the deputy head of the Shanxi Branch of Hefei Design and
Research Institute for Coal Industry.
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Ms. Wong Yan Ki, Angel (“Ms. Wong")

Ms. Wong, aged 42, obtained a Bachelor degree of Arts in International
Accounting from Xiamen University, a Post-Graduate Certificate of
Professional Accounting from the City University of Hong Kong and a
Master degree of Business Administration from Cheung Kong Graduate
School of Business. Ms. Wong is a fellow member of the Institute of
Financial Accountants, a full member of the Society of Registered
Planners and a full member of the Singapore Institute of Directors.

Ms. Wong has extensive experience in the accounting, consultancy and
investment industry. Ms. Wong was also an independent non-executive
director of Oriental Unicorn Agricultural Group Limited, a company listed
on the Growth Enterprise Market board of The Stock Exchange of Hong
Kong Limited (Stock Code: 8120), from 2011 to 2013.

Mr. Zhang Liang (“Mr. Zhang”)

Mr. Zhang, aged 61, has over 17 years of extensive experience in the
coal industry. He received his master’'s degree from Dongbei University
of Finance and Economics. He is currently the President of The Coal Bed
Methane Industry Association of Shanxi Province (L84 1B R1T ¥ W
&) and the Chairman of Zhaohui Industry Investment Fund Management
Limited GREEEXREE S EERRA).

Mr. Ho Yu (“Mr. Ho")

Mr. Ho has been appointed as the company secretary and chief financial
officer of the Company since 21 May 2013. Mr. Ho received a master’s
degree of Accounting from Curtin University of Technology, Australia.
Mr. Ho is an associate member of The Hong Kong Institute of Certified
Public Accountants and a fellow member of the Association of Chartered
Certified Accountants. Prior to joining the Company, Mr. Ho was the
company secretary and/or financial controller for two companies listed
on The Stock Exchange of Hong Kong Limited.

ERHLE(HLL])
BT 425 REEFABEREHXE
TR EEATAREREHBREESE
REIASRIHEEELB - BRLA
AEEMY BRI NAGERER  EMA
BREMHE LR AR IRESEET
i

8
il

\

o

BEXIHEST BERRREXEZEER
B BN _T——FE_ZT-=FREBE
EEEBERAR(FEEBARSMARRAR
BIER EMARAE - RO - 8120) 2¥BL
FHITES -

REAETREED

RIEE 615 RRRTTEEABBE T L
FEERLR  RERLEMERERAFELS
I - WREA/UAERERITEHEERLH
EEXREECERRAAESR -

AL (T mEE])

ML ERZTBEARARZRBIWEREE
e B =FRA-_T+—HR4E
o A ARESRMNERERI R RSB S HEL
B o (L EAERBEHMASCEERA
BEHFARSHAAGZEREE - MLE
MARRGER - BEMBEREBHAEZ S
BRAFEMZAREEARWE R,

=
THHEES -



The directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2013.

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in notes 32, 33 and 42, respectively, to
the consolidated financial statements.

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 42 of the annual report.

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

Details of movements in the share capital of the Company during the
year are set out in note 30 to the consolidated financial statements.

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

As at 31 December 2013, in the opinion of the directors, the Company
had no reserves available for distribution to shareholders (2012: Nil).
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The directors of the Company during the year and up to the date of this
report were:

Executive Directors
Mr. Huang Bogqi (Chairman)
Mr. Du Chunyu (Deputy Chairman)

Independent Non-Executive Directors
Mr. Zhou Mingchi

Ms. Wong Yan Ki, Angel

Mr. Zhang Liang

In accordance with the clause 87(1) of the Company’s Bye-laws, Mr.
Zhou Mingchi and Ms. Wong Yan Ki, Angel will retire and, being eligible,
offer themselves for re-election at the forthcoming annual general
meeting.

None of the directors being proposed for re-election at the forthcoming
annual general meeting has any service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

The term of office of each independent non-executive director is the
period up to his/her retirement by rotation in accordance with the
Company's Bye-laws.

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his/her independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all of the
independent non-executive directors are still independent.
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As at 31 December 2013, the interests and short positions of the
directors and chief executives and their associates in the shares and
underlying shares of the Company and its associated corporations as
recorded in the register maintained by the Company pursuant to Section
352 of the Securities and Futures Ordinance (“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, were
as follows:

Long position in shares and underlying shares of
the Company

Name of Director Capacity

EEnE 87

Mr. Huang Bogi Interest in a controlled corporation

=RBEEE S A EER

Note: 626,161,600 shares are held by Fortune Ever Investments Limited (“Fortune
Ever”) which is a wholly owned subsidiary of Capital Lane Holdings Limited
("Capital Lane”). The entire issued share capital of Capital Lane is held by Mr.
Huang Bogi. Therefore, by virtue of the SFO, Mr. Huang Bogi is deemed to be
interested in all the shares held by Fortune Ever.

Save as disclosed above and other than certain nominee shares in
subsidiaries held by directors in trust for the Company or its subsidiaries,
as at 31 December 2013, none of the directors and chief executives, nor
their associates, had any interests or short positions in any shares and
underlying shares of the Company or any of its associated corporations.

Interest in shares
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(a) 2002 Share Option Scheme

A share option scheme (the “2002 Share Option Scheme”)
was adopted by the Company on 18 March 2002. The 2002
Share Option Scheme expired on 17 March 2012. Upon the
expiry of the 2002 Share Option Scheme, no further options
would be granted under the 2002 Share Option Scheme but
the options granted prior to such expiry continued to be valid
and exercisable in accordance with the provisions of the 2002
Share Option Scheme. Particulars of the 2002 Share Option
Scheme are set out in note 31 to the consolidated financial

statements.

The following table discloses movements of the share options
under the 2002 Share Option Scheme during the year:

Outstanding
as at
Date of grant Exercisable period Exercise price 1.1.2013
RZE-Z%
-A-H
bk s T W RTE
Other eligible persons ~ 5.10.2004 5.10.2004 t0 5.10.2014 03170 5,618,729
EfaERAL —3EmE “ZEMETARAR
+ARA “E-NETARA
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 67,649,498
“2TRF CRREEAACHARE
AAZFA ZZ-RFNAZTEA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 27,194,648
“ERtE ZERHE\AZTRE
JAV: i ZE-tF\AZTA
7.9.2007 7.9.2007 t0 7.9.2017 0.6850 13,484,949
ZERtE ZZRtENALRE
hAtA ZE-tENALA
28.9.2007 28.9.2007 t0 28.9.2017 0.7385 4,494,983
ZZEtE ZEZEENAAZTN\RE
ARZT/R ZE-tEAAZTNE
Total 118,442,807
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TREE-_ZTT —FHERETEITER
ERFRZEE :

Surrendered/
Granted Exercised Lapsed  Outstanding
during during during as at
the year the year the year 31.12.2013
R=%-=fF
FRRE/ tZA=t-R
FREH ERfTE 34 HRTE
= = - 5618729
- - - 67,649,498
= = - 27,194,648
= = - 13,484,949
- = - 4,494,983

118,442,807



(b) 2012 Share Option Scheme

The 2012 Share Option Scheme was adopted pursuant to a
resolution on 22 May 2012 (the “Effective Date”). The purposes
of the 2012 Share Option Scheme are to attract and retain the
best available personnel and to provide additional incentives or
rewards to employees, directors, consultants, business associates
and advisers of the Company for their contribution to the Company
and to promote our success. The 2012 Share Option Scheme shall
be valid and effective for a period of ten years commencing on the
Effective Date. The terms of the 2012 Share Option Scheme are in
compliance with the provisions of Chapter 17 of the Listing Rules.

Eligible participants of the 2012 Share Option Scheme include the
following persons:

(a) any employee or proposed employee (whether full time or
part time) of the Company, any of its subsidiaries or any entity
in which any member of the Group holds any equity interest;

(b) any directors, non-executive directors (including independent
non-executive directors) of the Company, any of its
subsidiaries or any entity in which any member of the Group
holds any equity interest;

(c) any supplier of goods or services to any member of the Group
or any entity in which any member of the Group holds any
equity interest;

(d) any customer of the Group or any of entity in which any
member of the Group holds any equity interest;

(e) any person or entity that provides research, development or
other technological support to the Group or any entity in
which any member of the Group holds any equity interest;

(f)  any shareholder of or holder of any securities issued by any
member of the Group or any entity in which any member of
the Group holds any equity interest;

(g) any other group or classes of persons or entities from time to
time determined by the Board as having contributed or may
contribute to by way of joint venture, business alliances or
other business arrangements to the development and growth
of the Group; and
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(h) any company wholly owned by one or more person belonging
to any of the above (a) to (g) participants.

The total number of shares of the Company available for issue
under the 2012 Share Option Scheme and any other share option
scheme of the Group must not in aggregate exceed 10% of the
issued share capital of the Company as at the Effective Date. The
maximum number of shares issuable upon exercise of the options
which may be granted under the 2012 Share Option Scheme
and any other share option scheme of the Group (including both
exercised and outstanding options) to each participant (other than
a substantial shareholder, chief executive or director as explained
below) in any 12-month period shall not exceed 1% of the shares
of the Company in issue from time to time. Any further grant of
share options in excess of this limit is subject to shareholders’
approval in a general meeting.

Share options granted to a connected person (as defined under
the Listing Rules), are subject to approval by the independent non-
executive directors of the Company (excluding any independent
non-executive director who is the grantee of the options). Where
any share options granted to a substantial shareholder or an
independent non-executive director of the Company, or to any
of their respective associates (as defined under the Listing Rules)
would result in the Company’s shares issued and to be issued upon
exercise of all options already granted and to be granted (including
options exercised, cancelled and outstanding) to such person(s) in
the 12-month period up to and including the date of such grant
(a) representing in aggregate over 0.10 per cent of the Company’s
shares in issue; and (b) having an aggregate value, based on the
closing price of the Company’s shares at the date of each grant, in
excess of HK$5 million, such further grant of options is subject to
approval by the shareholders of the Company in compliance with
the Listing Rules.

(h)y BR Lifi(a)Z(g)E2EEHRZ
ER—BHAEALTZEHERZ
REPNSIK

R-T— — FREBRET 8l A K B I
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Z2HBAT(EER ETRA) T HER
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mUTERE - #BEHB5,000,000/%8
7 BIEASMNR LR — B A D
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The offer of a grant of share options may be accepted in writing by
a participant within 21 days from the date of offer upon payment
of a nominal consideration of HK$1 by the grantee. The exercise
period for the share options granted is determined by the Board,
which period shall not be more than 10 years from the date of
offer.

The amount payable of each share to be subscribed for under
an option in the event of the option being exercised shall be
determined by the Board in its absolute discretion and must be at
least the higher of:

(i) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant (which
must be a business day);

(i) the average closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant; and

(iii) the nominal value of the shares.

No option has been granted under the 2012 Share Option Scheme up to
the date of this report.

At no time during the year was the Company, or any of its subsidiaries,
a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

No contracts of significance, to which the Company or any of its
subsidiaries, was a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the end of
the year or at any time during the year.
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As at 31 December 2013, the interests and short positions of the
following persons other than the directors or chief executive of the
Company, in the Company’s shares which fall to be disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and which
have been recorded in the register kept by the Company pursuant to
Section 336 of the SFO:

Name Capacity

=1 Eg7)

Capital Lane Interest in a controlled corporation
(Note 1)

Capital Lane XA e ()

Fortune Ever Beneficial owner (Note 1)

Fortune Ever HEwa A M)

Great Soar Holdings Limited Beneficial owner (Note 2)
(" Great Soar")

BEIERERAF] EmfEa AEE2)
([%&&1)
Ms. Yuen Sze Man Interest in a controlled corporation
(Note 2)
R+ Rl AR (MEE2)
Notes:

(1) 626,161,600 shares are held by Fortune Ever which is a wholly owned subsidiary
of Capital Lane. The entire issued share capital of Capital Lane is held by Mr.
Huang Bogi. By virtue of the SFO, Capital Lane is deemed to be interested in all
the shares held by Fortune Ever.

(2) 321,875,000 shares are held by Great Soar. The entire issued share capital of
Great Soar is held by Ms. Yuen Sze Man. By virtue of the SFO, Ms. Yuen Sze Man
is deemed to be interested in all the shares held by Great Soar.

Save as disclosed above, the Company has not been notified of any
other relevant interests or short position in the issued share capital of
the Company as at 31 December 2013.

W=Z—=#+-F=+—8  BARAR
S R P E336 1B E 2 BRER
il ATERAL(EREERAAT
FBTRAR) AR AR A RRE
% REEEAEXVHBE2REISBARK
ARBE 2 B RAR -

Percentage of
the Company’s
Interest in shares issued share capital

ERDFERT

gy 5 BAEDH
626,161,600 25.75%
626,161,600 25.75%
321,875,000 13.24%
321,875,000 13.24%

BT -

(1) Fortune Ever#48626,161,600 1% - A&
Capital Lanez 2 &K E AR © Capital LaneZ &2
BORABAFEBEERSE - RREFRBEK
i - Capital Lane# % A% A Fortune EverfTiF 2
f&th < #Ews ©

(2) 321,875,000 EBARTE - BASHBEHIT
ARG THE - KRESRPEE
R L TR EAREEBENMBE2BRG 2

3¢

Ko

BREXHEEENS R_F—=F+_H
=t+—B  ARBELTABRARREET
AR Z T EA AR RS SAR -



The information in respect of the Group’s sales and purchases
attributable to the major customers and suppliers respectively during the
year is as follows:

The largest customer AR

Five largest customers in aggregate AARFAR
The largest supplier BAHIER

Five largest suppliers in aggregate ARHEEEAR

At no time during the year, have the directors, their associates or any
shareholder of the Company (which, to the knowledge of the directors,
owns more than 5% of the Company’s share capital) had any interest in
these major customers and suppliers.

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

Based on the information available to the Company and within the
knowledge of the directors, the Company has maintained a sufficient
public float throughout the year ended 31 December 2013 and as at the
latest practicable date prior to the issue of this annual report.

The consolidated financial statements for the year ended 31 December
2013 have been audited by SHINEWING (HK) CPA Limited, the auditors
of the Company, who will retire and, being eligible, offer themselves for
re-appointment at the forthcoming annual general meeting.

On behalf of the Board
Huang Bogi

CHAIRMAN

Hong Kong, 27 March 2014

EEEEEZERBRAR 2013F3#H
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g% HER
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

33 Hysan Avenue

Causeway Bay, Hong Kong

faikpia

Sh[nezoiné;

TO THE MEMBERS OF CHINA BEST GROUP HOLDING LIMITED
HEREZERERAF

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China Best
Group Holding Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 42 to 135, which comprise
the consolidated statement of financial position as at 31 December
2013, and the consolidated statement of profit or loss and other
comprehensive income, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
information.

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

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report. 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.

A& (i)
B85 P A B2
s S S

i FFUE 33 5 1 [l 4 314

feikPie

Shzne‘ZOzng,

FRESEZRERQTIIMURR
(REREZZMAE T ZBRAA)

BB EZFERAEZ135BMHEESEEIE
BRERAB(TERR]) REME AR (5H
SIERE ) 2EAMBHRE  EBER -
T+ _A=t—BZHEAUHNRR
RUAMBEZBRLFEZEAREREM
PHKRER  SARGZEPIRLEERER
EX BERTXESHABRMERE MM TR

BERRIEFARRRBEEEGTMASRM
ZERWHEHRE LR REE R BN Z K E
RERBABENF ZEEAMBHRE - AR
HEFAB/URENFEHRIKGFEER
BYERERRL Z A B HREME B
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BRAZEEIREBERMAZEZTE  H2%F
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An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the consolidated financial statements.
The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to
the entity’s preparation of the consolidated financial statements that
give a true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the consolidated
financial statements.

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

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

SHINEWING (HK) CPA Limited
Certified Public Accountants

Pang Wai Hang

Practising Certificate Number: P05044

Hong Kong
27 March 2014
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For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

2013 2012
NOTES HK$'000 HK$'000
—E-=fF —E——F
Bt s FET FET
Turnover EERE 7 190,184 151,353
Revenue Wz 8 47,739 102,941
Cost of sales SHE KR (59,986) (71,897)
Gross (loss) profit E(8)F (12,247) 31,044
Other income HAunA 9 6,316 2,854
Selling and distribution expenses HHE RO HE (3.429) (729)
Administrative and other expenses THE R EA S H (21,917) (16,063)
Impairment loss on goodwiill BB EEE (36,729) =
Impairment loss on property, plant and M BREREERERRE
equipment (24,642) =
Impairment loss on trade receivables g 5 RYGRIEREEE (2,200) =
Fair value change on investment property % &Y% N V(B % - 1,080
Realised loss on held for trading FHEXR SIE 2 B #BEE
investments (332) (4,416)
Fair value change on held for trading FEXSGREZATEE
investments (5,554) (2,233)
Finance costs BB 10 (2,592) (2,376)
(Loss) profit before tax B AT (E518) & A1 11 (103,326) 9,161
Income tax credit (expense) FrsBiEe () 13 2,999 (6,604)
(Loss) profit for the year FR(ER)ER (100,327) 2,557
Other comprehensive income Hit2mEi A
Item that may be reclassified AE S EEERIEE -
subsequently to profit or loss:
Exchange differences arising on translation &R & 4+ 7 [E i, =58 3,326 684
Total comprehensive (expense) FREZE(ZH)BRALAE

income for the year (97,001) 3,241



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

Total comprehensive (expense)

income for the year attributable to:

Owners of the Company
Non-controlling interests

Loss per share
— Basic (HK cents)

— Diluted (HK cents)

EEEEEZERBRAR 2013F3#H

For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

FR(EBE)EFHETS

BIEHEL,

ZA/NEIE7 2SN

PR 2

FR2ME(KH) WARTER
THIBIERE -
ZA/NEIE7 ZE DN

JEIE Bt aR

FREE
—EARGEW)

—#EOBl)

NOTE

B

15

2013
HK$'000
—g-=%
T

(76,162)
(24,165)

(100,327)

(74,360)
(22,641)

(97,001)

3.13 centsfll

3.13 centsfll

2012
HK$'000
—E——F
FH&T

(2,932)
5,489

2,557

(2,472)
5713

3,241

0.12 centsflll

0.12 centsflll
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As at 31 December 2013 R=-F—=F+_-_FA=+—H

Non-current assets IRBEE
Property, plant and equipment ME - BB R
Prepaid lease payment ENHEE
Investment property "EME
Available-for-sale investments AIHERE
Goodwill EES

Current assets RBEE
Prepaid lease payment MEVEE
Inventories 7E
Trade and other receivables B 5 & H A W GRIE
Held for trading investments BIERZIE
Pledged bank deposit BEEIFRITER
Bank balances and cash RITHEBRE S

DRERFIEREZRENE

Investment property classified
as held for sale

Current liabilities nEBAE
Trade and other payables B 5 Kk HEMERRIE
Loan from a non-controlling interest of M A R EIERERE R
a subsidiary
Tax liabilities MIERE
Net current assets REEEFE

Total assets less current liabilities EELBERRBAER

NOTES

=
:
Bt

16
17
18
19
20

17
21
22
23
24
25

26

27

28

2013
HK$’000
—E—=F
FTHERT

23,803
12,536

7,500

43,839

282
15,002
94,627
22,994

61
169,953

302,919

302,919

34,502

41,189
11,252

86,943

215,976

259,815

2012
HK$'000
—E—F
FET

52,204
178

7,500
36,729

96,611

24
21,439
69,074
21,272

61

236,284

348,154

3,000

351,154

36,992

38,637
13,168

88,797
262,357

358,968
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As at 31 December 2013 R=-F—=F+_-H=+—H

2013 2012
NOTES HK$'000 HK$'000
—E-=5F —ZF—=

ks FET FHT

Capital and Reserves BRAR #iE
Share capital &N 30 121,584 121,584
Reserves HiE 147,781 222,141

Equity attributable to owners of RARGER AR

the Company 269,365 343,725
Non-controlling interests FEIE R HE = (9,550) 13,091
259,815 356,816

Non-current liability FRBEE
Deferred tax liabilities BEFHRIBEEE 29 - 2,152
259,815 358,968

The consolidated financial statements on pages 42 to 135 were S$42BZF135B 2 EG00BEBRREN -
approved and authorised for issue by the board of directors on 27 March ~ —PUE = F —++ B EE S HE L IERET

2014 and are signed on its behalf by: % WHTIIREKEE
Huang Boqi Du Chunyu
g =] HEMR
Director Director

EE EZE
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For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

At 1 January 2012

(Loss) profit for the year

Other comprehensive
income for the year:

Exchange differences
arising on translation

Total comprehensive
income (expense)
for the year

BERELZENZE

FREARA(RIH)E%

Transfers to statutory reserve EEZ T il

At 31 December 2012

RZF-ZF+ZA
=t+-A

Share
capital
HK$000
Bx
Fhn

121,584

121,584

China Best Group Holding Limited Annual Report 2013

Share Contributed Translation

premium surplus  reserve
HK$'000  HK$'000  HK$'000
(Note i)

ROEE SARR  BERE
Tin Thn Thn
(BE)

278,145 1,99 (399)

- - 460
- - 460
278,145 1,996 61

Statutory
reserve
HK$'000
(Note ii)
EERE

TEL

(M)

817

817

Share
options
reserve
HK$'000

RRERSE
TEn

Accumulated
losses
HK$'000

EitER
TEL

(86,261)

2,932)

(2,932)

(817)

(90,010)

Total
HK$'000

h)
THL

346,197

(2,932)

460

247

343,725

Non-
controlling
interests
HK$000
FERER
TiEn

1378

5,489

224

5713

13,091

Total
HK$'000

it
TER

353,575

2,557

684

3,241

356,816
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For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

Share Non-
Share Share Contributed Translation ~ Statutory  options Accumulated controlling
capital ~ premium  surplus  reserve  reserve  reserve losses Total interests Total
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
(Note ) (Note i)
ke ROGEE SRR BERG  iRRE BREGE ZREB B FERER Eh
T TR Tk T TiEn ThR Titn Thn FiEn Tk
i) (W3Ei)
At 1 January 2013 RZF-=£-4-A 121584 278,145 1,99 61 817 31,132 (90,0100 343,725 13,091 356,816
Loss for the year ERER - - - - - - (76,162)  (76,162) (24,165  (100,327)
Other comprehensive EREMHRERA
income for the year:
Exchange differences AERELVERER
arising on translation - - - 1,802 - - - 1,802 1,524 3,326
Total comprehensive income ERZEUA ()£
(expense) for the year - - - 1,802 - - (76,162)  (74,360)  (22,641)  (97,001)
At31December 2013 RZ-F-=%
T-h=1-H 121,584 278,145 1,996 1,863 817 31,132 (166,172) 269,365 (9,550) 259,815
Note i: The contributed surplus of the Group represents the difference between  Mizti: ANEBZHMABRBERDTROR —ANAREF
the nominal value of the shares of the subsidiaries acquired pursuant to the EEBHEXRIMARRDAER ETAT - BRI
reorganisation prior to the listing of the Company’s shares on the Main Board BHEMBENRE QR 2RO EEEER/ZRM
of The Stock Exchange of Hong Kong Limited in 1996 and the nominal value of BT ARRIRNOEE L Z5 °
the Company’s shares issued in exchange.
Note ii: In accordance with the People’s Republic of China (the “PRC”) Company  Ki&Eii : REFEARLME([FE )R RE R B

Law and the PRC subsidiaries’ Articles of Association, a subsidiary registered
in the PRC is required to appropriate 10% of its annual statutory net profit
as determined in accordance with relevant statutory rules and regulations
applicable to enterprises established in the PRC (after offsetting any prior
years' losses) to the statutory reserve. When the balance of such reserve fund
reaches 50% of the entity’s capital, any further appropriation is optional. The
statutory reserve can be utilised to offset prior years' losses or to increase
capital. However, such balance of the statutory reserve must be maintained at
a minimum of 25% of the capital after such usages.

BARZEBERMAA - APEAMZMHEA
B8 & 1R I B F 0% I M A B9 10% 51| A K E %
B BEETHATDBIBE PERK Y 2 B EE
A2z ABETERRRERE R (BEH T A
FEERB) - M EAERBERERITAAREAR
HI50% + BIFIIEBAE M — HIREL o REREET
R S5 5E BT 2 2 18 S I8 AR AR = AT -
ZERBEZHRERNLERE  BASKIHE
FREARZ225% °
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For the year ended 31 December 2013 &2 =%

OPERATING ACTIVITIES
(Loss) profit before tax
Adjustments for:

Depreciation of property, plant and

equipment

Amortisation of prepaid lease payment
Impairment loss on goodwill
Impairment loss on property, plant

and equipment

Impairment loss on trade receivables

Finance costs

Allowance for inventories
Trade and other payable written back

Written off of property, plant and

equipment

Fair value change on investment

property
Interest income

Operating cash flows before movements

in working capital

Decrease (increase) in inventories
Decrease (increase) in trade and other

receivables

(Increase) decrease in held for trading

investments

Decrease in deposits placed with security

brokers

Decrease in trade and other payables

Cash used in operations
Tax paid

NET CASH USED IN OPERATING

ACTIVITIES

R

BRBLAT (518 ) A
L NFIHE LR
WE - BERRETE

AN S 8

R ERT1R

mE - BB MR
HEEE

& Y2 bR R (B BT 18
BB A

FERE

JEASH O 3R B Eo At FE A
RIAREE

WIEY*E - BB Rk

REWMEZ A FEZD

B UA

BEBESEHAL
REFERE
FERAGEM)

JRE M8 R R % L A R MR TR
A (K n)

FHER B IE (B )R

TR BHELIT L
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—g-=%
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(103,326)

6,743
213
36,729
24,642
2,200
2,592
4,074

(3,137)

(1,314)

(30,584)
2,813

23,596

(1,722)

(61)

(5,958)
(1,069)

(7,027)

2012
HK$'000
-
FHT

9,161

6,347
24

2,376
1,678

111

(1,080)
(2,336)

16,281
(19,865)

(36,560)

6,684

355

(22,823)

(55,928)
(557)

(56,485)



INVESTING ACTIVITIES

Interest received

Proceeds of asset held for sale

Deposit paid for potential acquisition

Acquisition of a land use right

Net cash outflow on acquisition of
subsidiaries

Increase in pledged bank deposit

Purchase of property, plant and
equipment

NET CASH USED IN INVESTING
ACTIVITIES

FINANCING ACTIVITIES
Loan from a non-controlling interest
of a subsidiary
Interest paid
Repayment of loan from a related
company

NET CASH USED IN FINANCING
ACTIVITIES

NET DECREASE IN CASH AND CASH
EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
1 JANUARY

Effect of foreign exchange rate changes

CASH AND CASH EQUIVALENTS
AT 31 DECEMBER, represented by
bank balances and cash

For the year ended 31 December 2013 &2 =%

RETE
2UFI B
HIEHEEBE B HIA
BT Re
A B - b {55 R 4
WHEHB A T2
e 55
B IFERITIE RE 0

REZHMAZREFE

BEEE
IIEPNGIE S i
BER

BENFE
EEWEH DR ZER

BMEEBTACRESFHE

ﬁﬁ&ﬁﬁ%ﬁﬁﬁz

BT

R—A—BzRER
BE&%EER

ERgE e

R+=A=+—-B2
RERAEEEER -
ASRTT A R R IR 2 DI R

EEEEERERAT 2013F% 49

2013

NOTE HK$'000
= W1

st T

1,314

3,000

(50,000)

(12,821)

32 -

(453)

(58,960)

(40)

(40)

(66,027)

236,284

(304)

169,953
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2012
HK$'000
T F
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2,336

(1,974)

17,512

(2,376)

(23,346)

(8,210)

(66,669)

302,883

70

236,284
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The Company was incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and principal place of business
of the Company are disclosed in the corporate information of the
annual report.

The consolidated financial statements are presented in Hong Kong
dollars (“HK$"), which is the same as the functional currency
of the Company while the functional currencies of the principal
subsidiaries are set out in Note 5b(i).

The Company is an investment holding company. The activities of
its principal subsidiaries (together with the Company referred to as
the “Group”) are set out in Note 42.

The Group has applied the following new and revised HKFRSs

issued by the Hong Kong Institute of Certified Public Accountants

("HKICPA™") for the first time in the current year:

Amendments to HKFRSs Annual Improvements to HKFRSs
2009-2011 Cycle

Amendments to HKFRS 7 Disclosures — Offsetting Financial
Assets and Financial Liabilities

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

Amendments to HKFRS 10,
HKFRS 11 and HKFRS 12

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

HKAS 19 (as revised in 2011) Employee Benefits
HKAS 27 (as revised in 2011) Separate Financial Statements

HKAS 28 (as revised in 2011) Investments in Associates and
Joint Ventures

Presentation of Items of Other
Comprehensive Income

Stripping Costs in the Production
Phase of a Surface Mine

Amendments to HKAS 1

HK(IFRIC)-Int 20
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Except as described below, the application of the new and revised
HKFRSs in the current year has had no material impact on the
Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated
financial statements.

New and revised Standards on consolidation,
joint arrangements, associates and disclosures

In the current year, the Group has applied for the first time the
package of five standards on consolidation, joint arrangements,
associates and disclosures comprising HKFRS 10 Consolidated
Financial Statements, HKFRS 11 Joint Arrangements, HKFRS 12
Disclosure of Interests in Other Entities, HKAS 27 (as revised in
2011) Separate Financial Statements and HKAS 28 (as revised in
2011) Investments in Associates and Joint Ventures, together with
the amendments to HKFRS 10, HKFRS 11 and HKFRS 12 regarding
transitional guidance.

HKAS 27 (as revised in 2011) is not applicable to the Group as it
deals only with separate financial statements.

The impact of the application of these standards is set out below.

Impact of the application of HKFRS 10

HKFRS 10 replaces the parts of HKAS 27 Consolidated and
Separate Financial Statements that deal with consolidated financial
statements and HK(SIC) Int-12 Consolidation — Special Purpose
Entities. HKFRS 10 changes the definition of control such that an
investor has control over an investee when (a) it has power over
the investee, (b) it is exposed, or has rights, to variable returns from
its involvement with the investee and (c) has the ability to use its
power to affect its returns. All three of these criteria must be met
for an investor to have control over an investee. Previously, control
was defined as the power to govern the financial and operating
policies of an entity so as to obtain benefits from its activities.
Additional guidance has been included in HKFRS 10 to explain
when an investor has control over an investee.

BR NPT - AR FE R R R] R 1E
AIEAMBHRERMEAEERAEE
PR FE 2 BRI MR R, kR
BV BBRERMABCRBESTRLEEAY
@,

F Rt
kb g
hall
X
S
b
i
I
o

A
ﬂ
XA

Y

wat

T AREEERRBEAIKRE
o BENRREESEEZR
WA BEEETBHREER
% IR E B HRE ] BEUBER
1SR (B 2] - BB
Bl 125 [HWENEMEE
CEBBEERFE27TR (R
EIET) [ B EHRR I BB
SR EAFE28H (R ——FL&L1B
BRI RAEERERE] UK
BRIBERIES| 2 BB REERE
EACCHE YN SN ACCH N ES
125 (ERTAN) ©

ﬁﬂ?

N
IR

i T Pt

oo

A\

of % o
i

+

N

| w25 of 9
| BX
‘ml;

ERGFERE27THR (R T ——FK
BRI EW MBI BHREK - WAL TE
RARAEHE -

RALFEAMZEFHIIAT -

FERAERBMBREERNE105R
=2

FERMBRELERNFI0RBRETLES
FHERISE275 [ A RB Y MR
NEARGEMBHRER 2D - UEE
B(FREBRES) -RREF12% (&
BIRE -FRER| BAYHREE
AIE10RERIEFHIE L ER - BUER
BERTIBERTHREBRERZS
(A REMNREER a2 HE
REERLEMSFHE M ATEHE
Mo ROBENEREHKRERRBZ#
NAFEBREEZOR - REELAR
MEEE=HRE HTHREEREA
ZHIE - EHIREAMERRBEERE
BOMBREEBRUREXHEHE
@ BN BHELEREI0RD WA
BIMES| - URBREEARHKREER
BHEBESIE -

51



52 China Best Group Holding Limited Annual Report 2013

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Impact of the application of HKFRS 10 (Continued)

As a result of the initial application of HKFRS 10, the directors of
the Company made an assessment whether the Group has control
over its investees at the date of initial application and concluded
that the application of HKFRS 10 does not result in any change in
control conclusion.

Impact of the application of HKFRS 12

HKFRS 12 is a new disclosure standard and is applicable to entities
that have interests in subsidiaries, joint arrangements, associates
and/or unconsolidated structured entities. In general, the
application of HKFRS 12 has resulted in more extensive disclosures
in the consolidated financial statements.

HKFRS 13 Fair Value Measurement

The Group has applied HKFRS 13 for the first time in the current
year. HKFRS 13 establishes a single source of guidance for,
and disclosures about, fair value measurements. The scope of
HKFRS 13 is broad: the fair value measurement requirements
of HKFRS 13 apply to both financial instrument items and non-
financial instrument items for which other HKFRSs require or
permit fair value measurements and disclosures about fair value
measurements, except for share-based payment transactions that
are within the scope of HKFRS 2 Share-based Payment, leasing
transactions that are within the scope of HKAS 17 Leases, and
measurements that have some similarities to fair value but are not
fair value (e.g. net realisable value for the purposes of measuring
inventories or value in use for impairment assessment purposes).

HKFRS 13 defines the fair value of an asset as the price that would
be received to sell an asset (or paid to transfer a liability, in the case
of determining the fair value of a liability) in an orderly transaction
in the principal (or most advantageous) market at the measurement
date under current market conditions. Fair value under HKFRS 13 is
an exit price regardless of whether that price is directly observable
or estimated using another valuation technique. Also, HKFRS 13
includes extensive disclosure requirements.
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HKFRS 13 Fair Value Measurement (Continued)

HKFRS 13 requires prospective application. In accordance with the
transitional provisions of HKFRS 13, the Group has not made any
new disclosures required by HKFRS 13 for the 2012 comparative
period. Other than the additional disclosures, the application
of HKFRS 13 has not had any material impact on the amounts
recognised in the consolidated financial statements.

Amendments to HKAS 1 Presentation of Items
of Other Comprehensive Income

The Group has applied the amendments to HKAS 1 Presentation of
ltems of Other Comprehensive Income. Upon the adoption of the
amendments to HKAS 1, the Group’s ‘statement of comprehensive
income’ is renamed as the ‘statement of profit or loss and other
comprehensive income’. The amendments to HKAS 1 retain the
option to present profit or loss and other comprehensive income
in either a single statement or in two separate but consecutive
statements. Furthermore, the amendments to HKAS 1 require
additional disclosures to be made in the other comprehensive
income section such that items of other comprehensive income
are grouped into two categories: (a) items that will not be
reclassified subsequently to profit or loss and (b) items that may be
reclassified subsequently to profit or loss when specific conditions
are met. Income tax on items of other comprehensive income is
required to be allocated on the same basis — the amendments do
not change the option to present items of other comprehensive
income either before tax or net of tax. The amendments have
been applied retrospectively, and hence the presentation of items
of other comprehensive income has been modified to reflect the
changes. Other than the above mentioned presentation changes,
the application of the amendments to HKAS 1 does not result in
any impact on profit or loss, other comprehensive income and total
comprehensive income.
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The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

Amendments to HKFRSs Annual Improvements to HKFRSs
2010-2012 Cycle?
Annual Improvements to HKFRSs

2011-2013 Cycle?

Amendments to HKFRSs

HKFRS 9 Financial Instruments?
Amendments to HKFRS 9 Mandatory Effective Date of HKFRS
and HKFRS 7 9 and Transition Disclosures?

Amendments to HKFRS 10, Investment Entities’

HKFRS 12 and HKAS 27

HKFRS 14
Amendments to HKAS 19

Regulatory Deferral Accounts*
Defined Benefit Plans — Employee
Contributions?
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Amendments to HKAS 32

Amendments to HKAS 36

Amendments to HKAS 39

Offsetting Financial Assets and
Financial Liabilities’

Recoverable Amount Disclosures
for Non-Financial Assets'

Novation of Derivatives and
Continuation of Hedge
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Accounting’

HK(IFRIC)-Int 21 Levies’

! Effective for annual periods beginning on or after 1 January 2014, with
earlier application permitted.

2 Effective for annual periods beginning on or after 1 July 2014, with earlier
application permitted.

3 Available for application — the mandatory effective date will be determined
when the outstanding phases of HKFRS 9 are finalised.

& effective for annual periods beginning on or after 1 January 2016, with

earlier application permitted.
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Amendments to HKAS 19 Defined Benefit
Plans: Employee Contributions

The amendments to HKAS 19 clarify how an entity should account
for contributions made by employees or third parties to defined
benefit plans, based on whether those contributions are dependent
on the number of years of service provided by the employee.

For contributions that are independent of the number of years
of service, the entity may either recognise the contributions as
a reduction in the service cost in the period in which the related
service is rendered, or to attribute them to the employees’ periods
of service using the projected unit credit method; whereas for
contributions that are dependent on the number of years of service,
the entity is required to attribute them to the employees’ periods of
service.

The directors of the Company do not anticipate that the application
of these amendments to HKAS 19 will have a significant impact on
the Group’s consolidated financial statements as the Group does
not have any defined benefit plans.

Annual Improvements to HKFRSs 2010-2012
Cycle

The Annual Improvements to HKFRSs 2010-2012 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 2 (i) change the definitions of ‘vesting
condition’ and 'market condition’; and (ii) add definitions for
‘performance condition’ and ‘service condition’ which were
previously included within the definition of ‘vesting condition’. The
amendments to HKFRS 2 are effective for share-based payment
transactions for which the grant date is on or after 1 July 2014.

The amendments to HKFRS 3 clarify that contingent consideration
that is classified as an asset or a liability should be measured
at fair value at each reporting date, irrespective of whether the
contingent consideration is a financial instrument within the scope
of HKFRS 9 or HKAS 39 or a non-financial asset or liability. Changes
in fair value (other than measurement period adjustments) should
be recognised in profit and loss. The amendments to HKFRS 3 are
effective for business combinations for which the acquisition date
is on or after 1 July 2014.
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Annual Improvements to HKFRSs 2010-2012
Cycle (Continued)

The amendments to HKFRS 8 (i) require an entity to disclose the
judgements made by management in applying the aggregation
criteria to operating segments, including a description of the
operating segments aggregated and the economic indicators
assessed in determining whether the operating segments
have ‘similar economic characteristics’; and (ii) clarify that a
reconciliation of the total of the reportable segments’ assets to the
entity’s assets should only be provided if the segment assets are
regularly provided to the chief operating decision-maker.

The amendments to the HKFRS 13 clarify that the issue of HKFRS 13
and consequential amendments to HKAS 39 and HKFRS 9 did not
remove the ability to measure short-term receivables and payables
with no stated interest rate at their invoice amounts without
discounting, if the effect of discounting is immaterial.

The amendments to HKAS 16 and HKAS 38 remove perceived
inconsistencies in the accounting for accumulated depreciation/
amortisation when an item of property, plant and equipment or
an intangible asset is revalued. The amended standards clarify
that the gross carrying amount is adjusted in a manner consistent
with the revaluation of the carrying amount of the asset and that
accumulated depreciation/amortisation is the difference between
the gross carrying amount and the carrying amount after taking
into account accumulated impairment losses.

The amendments to HKAS 24 clarify that a management entity
providing key management personnel services to a reporting
entity is a related party of the reporting entity. Consequently,
the reporting entity should disclose as related party transactions
the amounts incurred for the service paid or payable to the
management entity for the provision of key management
personnel services. However, disclosure of the components of such
compensation is not required.

The directors do not anticipate that the application of the
amendments included in the Annual Improvements to HKFRSs
2010-2012 Cycle will have a material effect on the Group’s
consolidated financial statements.
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Annual Improvements to HKFRSs 2011-2013
Cycle

The Annual Improvements to HKFRSs 2011-2013 Cycle include a
number of amendments to various HKFRSs, which are summarised
below.

The amendments to HKFRS 3 clarify that the standard does not
apply to the accounting for the formation of all types of joint
arrangement in the financial statements of the joint arrangement
itself.

The amendments to HKFRS 13 clarify that the scope of the portfolio
exception for measuring the fair value of a group of financial assets
and financial liabilities on a net basis includes all contracts that are
within the scope of, and accounted for in accordance with, HKAS
39 or HKFRS 9, even if those contracts do not meet the definitions
of financial assets or financial liabilities within HKAS 32.

The amendments to HKAS 40 clarify that HKAS 40 and HKFRS 3
are not mutually exclusive and application of both standards may
be required. Consequently, an entity acquiring investment property
must determine whether:

(a) the property meets the definition of investment property in
terms of HKAS 40; and

(b) the transaction meets the definition of a business combination
under HKFRS 3.

The directors do not anticipate that the application of the
amendments included in the Annual Improvements to HKFRSs
2011-2013 Cycle will have a material effect on the Group’s
consolidated financial statements.
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Amendments to HKAS 36 Recoverable Amount
Disclosures for Non-Financial Assets

The amendments to HKAS 36 remove the requirement to disclose
the recoverable amount of a cash generating unit (“"CGU") to
which goodwill or other intangible assets with indefinite useful
lives had been allocated when there has been no impairment
or reversal of impairment of the related CGU. Furthermore,
the amendments introduce additional disclosure requirements
regarding the fair value hierarchy, key assumptions and valuation
techniques used when the recoverable amount of an asset or CGU
was determined based on its fair value less costs of disposal.

The directors of the Company do not anticipate that the application
of these amendments to HKAS 36 will have a significant impact on
the Group’s consolidated financial statements.

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduces new requirements for the
classification and measurement of financial assets. HKFRS 9 was
amended in 2010 includes the requirements for the classification
and measurement of financial liabilities and for derecognition.
In 2013, HKFRS 9 was further amended to bring into effect a
substantial overhaul of hedge accounting that will allow entities
to better reflect their risk management activities in the financial
statements.
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BEMBRERENFR @

HKFRS 9 Financial Instruments (Continued)

TA|#
Key requirements of HKFRS 9 are described below: BEVBMELENEIR 2 EZHTEH
wan
All recognised financial assets that are within the scope FTEBRBEA G ERFEIONR

of HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised
cost or fair value. Specifically, debt investments that are held
within a business model whose objective is to collect the
contractual cash flows, and that have contractual cash flows
that are solely payments of principal and interest on the
principal outstanding are generally measured at amortised
cost at the end of subsequent accounting periods. All other
debt investments and equity investments are measured at
their fair values at the end of subsequent reporting periods.
In addition, under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair value of
an equity investment (that is not held for trading) in other
comprehensive income, with only dividend income generally
recognised in profit or loss.

With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS 9
requires that the amount of change in the fair value of the
financial liability that is attributable to changes in the credit
risk of that liability is presented in other comprehensive
income, unless the recognition of the effects of changes
in the liability’s credit risk in other comprehensive income
would create or enlarge an accounting mismatch in profit or
loss. Changes in fair value of financial liabilities attributable
to changes in the financial liabilities’ credit risk are not
subsequently reclassified to profit or loss. Under HKAS 39, the
entire amount of the change in the fair value of the financial
liability designated as fair value through profit or loss was
presented in profit or loss.
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HKFRS 9 Financial Instruments (Continued)

e  The new general hedge accounting requirements retain the
three types of hedge accounting. However, greater flexibility
has been introduced to the types of transactions eligible
for hedge accounting, specifically broadening the types of
instruments that qualify for hedging instruments and the
types of risk components of non-financial items that are
eligible for hedge accounting. In addition, the effectiveness
test has been overhauled and replaced with the principle of an
‘economic relationship’. Retrospective assessment of hedge
effectiveness is also no longer required. Enhanced disclosure
requirements about an entity’s risk management activities
have also been introduced.

The directors anticipate that the adoption of HKFRS 9 in the future
may have a significant impact on the amounts reported in respect
of the Group's financial assets and financial liabilities. Regarding
the Group’s financial assets, it is not practicable to provide a
reasonable estimate of that effect until a detailed review has been
completed.

The directors of the Company anticipate that the application of the
other new and revised standards, amendments and interpretations
will have no material impact on the results and financial position of
the Group.

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis, except for certain financial instruments that
are measured at fair values at the end of each reporting period, as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.
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Fair value is 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, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability, the
Group takes into account the characteristics of the asset or liability
if market participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a basis,
except for share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within the scope
of HKAS 17, and measurements that have some similarities to fair
value but are not fair value, such as net realisable value in HKAS 2
or value in use in HKAS 36.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

—  Level 1 inputs are quoted prices (unadjusted) in active markets
for identical assets or liabilities that the entity can access at
the measurement date;

—  Level 2 inputs are inputs, other than quoted prices included
within Level 1, that are observable for the asset or liability,

either directly or indirectly; and

—  Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.
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Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company and its subsidiaries. Control is achieved when the
Company:

—  has power over the investee;

— is exposed, or has rights, to variable returns from its
involvement with the investee; and

—  has the ability to use its power to affect its returns

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of a subsidiary acquired or disposed of during the year are
included in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control until
the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income
are attributed to the owners of the Company and to the non-
controlling interests. Total comprehensive income of subsidiaries
is attributed to the owners of the Company and to the non-
controlling interests even if this results in the non-controlling
interests having a deficit balance.

When necessary, adjustments are made to the financial statements
of subsidiaries to bring their accounting policies into line with the
Group's accounting policies.

All intragroup assets and liabilities, equity, income, expenses and
cash flows relating to transactions between members of the Group
are eliminated in full on consolidation.
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Investments in subsidiaries

Investments in subsidiaries are stated on the statement of financial
position of the Company at cost less accumulated impairment loss.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s CGUs (or groups of CGUs) that is expected to
benefit from the synergies of the combination.

A CGU to which goodwill has been allocated is tested for
impairment annually or more frequently when there is indication
that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the CGU to which goodwill has
been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount of the CGU is less than
its carrying amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the unit and then
to the other assets of the unit on a pro rata basis based on the
carrying amount of each asset in the unit. Any impairment loss for
goodwill is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent periods.

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded
as met only when the asset is available for immediate sale in
its present condition subject only to terms that are usual and
customary for sales of such asset and its sale is highly probable.
Management must be committed to the sale, which should be
expected to qualify for recognition as a completed sale within one
year from the date of classification.

Non-current assets classified as held for sale are measured at the
lower of their previous carrying amount and fair value less costs of
disposal.
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Leasing

—EFFASF—ALEE

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

The Group as lessee

Operating lease payments are recognised as an expense on a

straight-line basis over the lease term.

Revenue recognition

Revenue is measured at the fair value of the consideration received

or receivable and represents amounts receivable for goods sold and

services provided in the normal course of business, net of discounts

and sales related taxes.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed, at which time all the following

conditions are satisfied:

the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

—  the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective

control over the goods sold;

- the amount of revenue can be measured reliably;

— itis probable that the economic benefits associated with the

transaction will flow to the Group; and

— the costs incurred or to be incurred in respect of the

transaction can be measured reliably.

Income from provision of freight forwarding agency services is

recognised when the services are provided.
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Revenue recognition (Continued)

Interest income from a financial asset is recognised when it is
probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest income is
accrued on a time basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established
(provided that it is probable that the economic benefits will flow to
the Group and the amount of revenue can be measured reliably).

Property, plant and equipment

Property, plant and equipment including buildings held for use in
the production or supply of goods or services, or for administrative
purposes (other than properties under construction as described
below) are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

Properties in the course of construction for production, supply or
administrative purposes are carried at cost, less any recognised
impairment loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s
accounting policy. Such properties are classified to the appropriate
categories of property, plant and equipment when completed and
ready for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are
ready for their intended use.

Depreciation is recognised so as to write off the cost of items
of assets other than properties under construction less their
residual values over their estimated useful lives, using the straight-
line method. The estimated useful lives, residual values and
depreciation method are reviewed at the end of each reporting
period, with the effect of any changes in estimate amounted for on
a prospective basis.
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Property, plant and equipment (Continued)

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on the
disposal or retirement of an item 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.

Investment property

Investment property is property held to earn rentals and/or for
capital appreciation.

Investment property is initially measured at cost, including any
directly attributable expenditure. Subsequent to initial recognition,
investment property is measured at its fair values. Gains or losses
arising from changes in the fair value of investment property are
included in profit or loss for the period in which they arise.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the property (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the profit or loss in the period in
which the property is derecognised.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economy environment in which the entity operates) at the rates of
exchange prevailing on the dates of the transactions. At the end
of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date. Non-
monetary items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.
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Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) using exchange rates prevailing at the end of
each reporting period. Income and expenses items are translated
at the average exchange rates for the period. Exchange differences
arising, if any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation reserve
(attributed to non-controlling interests as appropriate).

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

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets
until such time as the assets are substantially ready for their
intended use or sale.

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

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching
to them and that the grants will be received.

Government grants are recognised in the profit or loss on a
systematic basis over the periods in which the Group recognises
as expenses the related costs for which the grants are intended to
compensate.
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Government grants (Continued)

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in the profit or loss in the period in which they
become receivable.

Retirement benefit schemes

Payments to defined contribution retirement benefit plans, the
Mandatory Provident Fund (“MPF”) Scheme, Central Provident
Fund (“CPF") Scheme and state-managed retirement benefit
schemes are recognised as an expense when employees have
rendered service entitling them to the contributions.

Taxation

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

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

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

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

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

Deferred tax assets and liabilities are measured at the tax rates that
are expected to apply in the period in which the liability is settled
or the asset is realised, based on tax rates (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

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

For the purposes of measuring deferred tax liabilities or deferred
tax assets for investment properties that are measured using
the fair value model, the carrying amounts of such properties
are presumed to be recovered entirely through sale, unless the
presumption is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within a business
model whose objective is to consume substantially all of the
economic benefits embodied in the investment property over time,
rather than through sale.
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Taxation (Continued)

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting
for the business combination.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are determined on a weighted average
method. Net realisable value represents the estimated selling price
for inventories less all estimated costs of completion and costs
necessary to make the sale.

Cash and cash equivalents

Cash and short-term deposits in the consolidated statement of
financial position comprise cash at banks and on hand and short-
term deposits with a maturity of three months or less. For the
purpose of the consolidated statement of cash flows, cash and cash
equivalents consist of bank balances and cash.

Financial instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instrument.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets at fair value through profit or loss)
are added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets at fair value through profit or loss are recognised
immediately in profit or loss.
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Financial instruments (Continued)
Financial assets

The Group's financial assets are classified into the following
specified categories, financial assets at fair value through profit
or loss (“FVTPL"), loans and receivables and available-for-sale
financial assets. The classification depends on the nature and
purpose of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including all fees
paid or received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts) through
the expected life of the financial assets, or, where appropriate, a
shorter period, to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis other
than those financial assets classified as FVTPL, of which the interest

income is included in other income.

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is
held for trading.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling in
the near term; or

o on initial recognition it is a part of a portfolio of identified

financial instruments that the Group manages together and
has a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a
hedging instrument.
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Financial instruments (Continued)
Financial assets (Continued)

Financial assets at FVTPL (Continued)

Financial assets at FVTPL are stated at fair value, with any gains
or losses arising on remeasurement recognised in profit or loss.
The net gain or loss recognised in profit or loss excludes any
dividend or interest earned on the financial assets and is included
in realised gain or loss and fair value change on held for trading
investments in the consolidated statement of profit or loss and
other comprehensive income. Fair value is determined in the
manner described in respective note.

Loans and receivables

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

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest
would be immaterial.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as financial
assets at FVTPL or loans and receivables.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot
be reliably measured and derivatives that are linked to and must
be settled by delivery of such unquoted equity investments are
measured at cost less any identified impairment losses at the end
of each reporting period (see the accounting policy in respect of
impairment loss on financial assets below).
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Financial instruments (Continued)
Financial assets (Continued)
Impairment loss on financial assets

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

For all other financial assets, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest
and principal payments; or

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

e disappearance of an active market for that financial asset
because of financial difficulties.

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are, in
addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include
the Group’s past experience of collecting payments, an increase
in the number of delayed payments in the portfolio past the
average credit period of 30 to 180 days, observable changes in
national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest
rate.
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Financial instruments (Continued)
Financial assets (Continued)
Impairment loss on financial assets (Continued)

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in
subsequent periods (see the accounting policy below).

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception
of trade receivables, where the carrying amount is reduced through
the use of an allowance account. Changes in the carrying amount
of the allowance account are recognised in profit or loss. When
a trade receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a 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 through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have been had the
impairment not been recognised.

Impairment losses on available-for-sale equity investments will not
be reversed through profit or loss.
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Financial instruments (Continued)
Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity are classified
as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a
financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its liabilities.
Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

Financial liabilities

Financial liabilities including trade and other payables and loan
from a non-controlling interest of a subsidiary are subsequently
measured at amortised cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees and points paid or received that form an integral
part of the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the financial
liability, or, where appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when
due in accordance with the original or modified terms of a debt
instrument.
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Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)
Financial guarantee contracts (Continued)

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at FVTPL, are
subsequently measured at the higher of:

(i)  the amount of obligation under the contract, as determined
in accordance with HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets; and

(i) the amount initially recognised less, where appropriate,
cumulative amortisation recognised in accordance with the
revenue recognition policies.

Derecognition

The Group derecognises a financial asset only when the contractual
rights to the cash flows from the asset expire, or when it transfers
the financial asset and substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the
Group continues to recognise the asset to the extent of its
continuing involvement and recognises an associated liability.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain or
loss that had been recognised in other comprehensive income and
accumulated in equity is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when,
the Group’s obligations are discharged, cancelled or expired. The
difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable is recognised
in profit or loss.
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Share-based payment transactions
Equity-settled share-based payment transactions

Share options granted to employees after 7 November
2002 and vested on or after 1 January 2005

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

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

Share options granted to employees on or before 7
November 2002, or granted after 7 November 2002 and
vested before 1 January 2005

The financial impact of share options granted is not recorded
in the consolidated financial statements until such time as the
options are exercised, and no charge is recognised in profit or
loss in respect of the value of options granted. Upon the exercise
of the share options, the resulting shares issued are recorded as
additional share capital at the nominal value of the shares, and the
excess of the exercise price per share over the nominal value of the
shares is recorded as share premium. Options which lapse or are
cancelled prior to their exercise date are deleted from the register
of outstanding options.
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Share-based payment transactions (Continued)

Equity-settled share-based payment transactions
(Continued)

Share options granted to consultants

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

Impairment losses on tangible assets other
than goodwill (see the accounting policy in
respect of goodwill above)

At the end of the reporting period, the Group reviews the carrying
amounts of its tangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent
of the impairment loss, if any. When it is not possible to estimate
the recoverable amount of an individual asset, the Group estimates
the recoverable amount of the CGU to which the asset belongs.
When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual CGUs,
or otherwise they are allocated to the smallest group of CGUs
for which a reasonable and consistent allocation basis can be
identified.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset for which the estimates of
future cash flows have not been adjusted.

If the recoverable amount of an asset (or a CGU) is estimated to be
less than its carrying amount, the carrying amount of the asset (or
CGU) is reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately in profit or loss.
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Impairment losses on tangible assets other
than goodwill (see the accounting policy in
respect of goodwill above) (Continued)

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

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

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

Critical judgments in applying the entity’s
accounting policies

The following are the critical judgments, apart from those involving
estimations (see below), that the directors of the Company
have made in the process of applying the Group’s accounting
policies and that have the most significant effect on the amounts
recognised in consolidated financial statements.
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Critical judgments in applying the entity’s
accounting policies (Continued)

Buildings

Despite the Group has paid the full purchase consideration
as detailed in Note 16, certain of the Group’s rights to use of
the buildings were not granted formal titles from the relevant
government authorities in the PRC. The directors of the Company
are of the opinions that the risks and rewards of using these assets
have been transferred to the Group and the absence of formal titles
to these buildings do not impair the value of the relevant properties
to the Group.

Key sources of estimation uncertainty

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives, after taking into account the
estimated residual value. The Group assesses annually the residual
value and the useful life of the property, plant and equipment
and if the expectation differs from the carrying amount, such
differences from the carrying amount will impact the depreciation
charges in the year in which the estimates change.

Impairment of property, plant and equipment

The Group assesses annually whether property, plant and
equipment have any indication of impairment, in accordance with
the relevant accounting policies. The recoverable amounts of the
Group's property, plant and equipment have been determined
based on value-in-use calculations. These calculations require the
use of judgment and estimates on future operating cash flows and
discount rates adopted. Where the actual cash flows are different
from the original estimates, a material change in the amount
of impairment may arise. At 31 December 2013, the carrying
amount of property, plant and equipment was approximately
HK$23,803,000 (2012: HK$52,204,000), net of impairment loss of
HK$24,642,000 (2012: Nil).

ERERSHER T EHE @)

#F

BEAKBERBSINMF 16 2
BERE  HHEAREBFBARAR
TAKERERET 25 TEARERE
Mo ARBEERR  BAXFEEL
R K@ HEEETAKE - MARER
RERTFZEAERTGESAEEGH
MEREERE

HFt P RER R 2 EEZRR

AT ARBERRABER R EERR
RAtEt A EERZRZ EMEZRIR - A
EEHEERABZIREER T /MK
FEATRKEAHABZERZAR -

W¥ BERRETE

WME - BERRE2ITETIR G AE
RERRAEREATE - EPE R
ARBEE  AREESFHEME
R Es M skt 2 MR EE R AT B FH -
HER < BEARINEEE - RIERRE
BEHRZEZRBEEMABEEFZT
BEXid -

W BERREZHBE

TEEBTFIEBYE  BERRHZE
AERERFHZEEE RS LB REN
% REBYE - BEEEHEZ T
CHEDNBIBEFEREEFEET - &t
ﬁﬁﬁﬁ%‘ifﬁﬁ BHERGET BB ZE
EISM  WIRARMBER - WERIR
® R A BIR E%Z1En‘|’ Bl AT 88 < R
BEeEHBREKRE R-ZZT—=%F
+ﬂ+a¢%%ﬂ%&1ﬁz
WREE4) 423,803,000/ T(—F——
F :52,204,000/8 7T ) (BB RERE
24,642,000 L(—F——F : #)) -



EEEEERERAT 20135 81

For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

Key sources of estimation uncertainty (Continued)
Net realisable value of inventories

The Group makes allowance for inventories based on an
assessment of the net realisbale value of inventories. Allowances
are applied to inventories where events or changes in
circumstances indicate that the net realisable value is lower than
the cost of inventories. As at 31 December 2013, the carrying
amount of inventories was approximately HK$15,002,000
(2012: HK$21,439,000) (net of allowance for inventories of
HK$5,752,000 (2012: HK$1,678,000).

Impairment of trade receivables

The policy for impairment of trade receivables of the Group is
based on the evaluation of collectability and aging analysis of
accounts and on management’s judgment. A considerable amount
of judgment is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness and
the past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowances may be required. At 31 December 2013, the carrying
amount of trade receivables was approximately HK$29,545,000
(2012: HK$57,702,000), net of allowance of doubtful debts
of trade receivables of approximately HK$3,649,000 (2012:
HK$1,449,000).

Impairment of prepaid lease payment

The Group assesses annually whether prepaid lease payment
have any indication of impairment, in accordance with the
relevant accounting policies. The fair value of the prepaid lease
payment was based on a valuation conducted by an independent
firm of professional valuers using property valuation techniques
which involve certain assumptions of market conditions. At 31
December 2013, the carrying amount of prepaid lease payment
is approximately HK$12,818,000 (2012: HK$202,000). No
impairment loss was recognised for both years.
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Key sources of estimation uncertainty (Continued)
Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of
the value-in-use of the CGUs to which goodwill has been allocated.
The value-in-use calculation requires the Group to estimate the
future cash flows expected to arise from the CGU and a suitable
discount rate in order to calculate the present value. Where the
actual future cash flows of the CGU are less than expected, a
material impairment loss may arise. At 31 December 2013, the
carrying amount of goodwill was nil (2012: HK$36,729,000), net
of impairment loss of approximately HK$36,729,000 (2012: nil).
Details of the recoverable amount calculation are disclosed in
Note 20.

Impairment of available-for-sale investments

The Group follows the guidance of HKAS 39 “Financial
Instruments: Recognition and Measurement” to determine when
an available-for-sale investment is impaired. This determination
requires significant judgment. In making this judgment, the
Group evaluates, among other factors, the duration and extent
to which the carrying amount of financial asset is less than
its present value of estimated future cash flows discounted at
the current market rate of return for a similar financial asset;
and the financial health of and short-term business outlook
for the investee, including factors such as industry and sector
performance, changes in technology and operational and
financing cash flow. At 31 December 2013, the carrying amount
of available-for-sale investments was approximately HK$7,500,000
(2012: HK$7,500,000), net of impairment loss of available-
for-sale investments of approximately HK$30,750,000 (2012:
HK$30,750,000).
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Key sources of estimation uncertainty (Continued)
Provision for current and deferred taxation

The Group is subject to taxation in various jurisdictions. Significant
judgment is required in determining 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 of these matters is different from
the amounts that were initially recorded, such differences will
impact the income tax and deferred tax in the period in which such
determination is made.

At 31 December 2013, the Group has estimated unutilised tax
losses of approximately HK$164,050,000 (2012: HK$140,335,000)
available for offset against future profits. The directors of the
Company make estimates on the future profit streams of the Group
entities of which tax losses are not utilised. A deferred tax asset
has been recognised in respect of estimated unutilised tax losses of
approximately HK$224,000 (2012: HK$261,000). No deferred tax
asset has been recognised of the remaining tax losses due to the
unpredictability of future profit streams.
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Categories of financial instruments a. SRMITEZER
2013 2012
HK$'000 HK$'000
—E—=F T
THT FET
Financial assets BKEE
FVTPL (Held for trading investments) BATEYEREREWSRE
B(FEXHRE) 22,994 21,272
Loans and receivables BERRERFIE(BERS R
(including cash and cash equivalents) Re%EEE) 263,091 297,263
Available-for-sale financial assets AINEMKEE 7,500 7,500
Financial liabilities MEaE
Amortised cost b TN 75,691 70,383
Financial risk management objectives and b. BXEKREEBEEREE
policies
The Group’s major financial instruments include trade and AEBCZTEZESRTEPREREK
other receivables, held for trading investments, pledged bank RR R EMERTIE - FIERS
deposit, bank balances and cash, trade and other payables, ®E  BEMRITER - BITE
loans from a non-controlling interest of a subsidiary. Details BERE - BRAKRKREAMERS
of the financial instruments are disclosed in respective notes. HEAEMBAREERERE
The risks associated with these financial instruments include Ko BBRSMIAZFHBEAS
market risk (currency risk, interest rate risk and other price BN ZEeRITAEAXZ
risk), credit risk and liquidity risk. The policies on how to EReEmsRR(EERE - 7
mitigate these risks are set out below. The management EE R EMEELRR) - FER
manages and monitors these exposures to ensure appropriate B RRBECRER - BIEZER
measures are implemented on a timely and effective manner. BZBERBER T - BERESE
BRERZERR  WMRTHE
REA R EITE iR
Market risk % & B
(i) Currency risk () EXERE
Other than the subsidiaries established in the PRC, BN B~ Fonyk K EB K
Singapore and United States of which functional SZHB AR Z e E Ky
currency is RMB, Singapore dollars (“SGD") and United BlA AR T ([
States dollars (“USD") respectively, the functional mET ) RET(TZET])
curren‘cy of the Company and other sub5|d|ar|gs is HK$. O AR E R E BB A T
Certain bank balances and cash are denominated in A BT o BT

currencies other than the functional currencies of the

group entities to which they relate. Foreign currencies
are also used to settle expenses for overseas operations,

RITHEBIR S UAEEEER
ERINEEB AN BT

which expose the Group to foreign currency risk. {8 o /B INETE I L A S 4

MRx - ke AREAZI
HER -
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b. Financial risk management objectives and
policies (Continued)

Market risk (Continued)
(i)  Currency risk (Continued)

The carrying amounts of the Group’s foreign currency
denominated monetary assets at the reporting date are

as follows:
Denominated in HK$ LAPSTTEHE
Bank balances and cash RITHEBRERE

The Group currently does not have a foreign currency
hedging policy but the management monitors foreign
exchange exposure and will consider hedging significant
foreign currency exposure should the need arise.

Sensitivity analysis

The Group currently exposed to RMB foreign currency
risk.

The following table details the Group's sensitivity to a
10% (2012: 10%) increase and decrease in HK$ against
RMB. 10% (2012: 10%) is the sensitivity rate used
when reporting foreign currency risk internally to key
management personnel and represents management’s
assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes only
outstanding foreign currency denominated monetary
items and adjusts their translation at the end of the
reporting period for a 10% (2012: 10%) change in
foreign currency rates.
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2013 2012
HK$'000 HK$'000
2= —=E—=
FHET FHET
2,994 2,851
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b. Financial risk management objectives and b. BIKEMREREEERBE®)
policies (Continued)
Market risk (Continued) mEE R (&)
(i)  Currency risk (Continued) (i) E¥EpEE)
Sensitivity analysis (Continued) BRE DT (E)
For the year ended 31 December 2013 BE-_Z—-—=%5+=A
=t-ALEE
Increase Increase

(decrease) in (decrease) in
foreign loss after tax
exchange rate for the year
% HK$’'000

SMEER A FRERBER
(TR)BEDL #n O 4)

FHET
If RMB weakens against HK$ MARE BT ER
55 10 (225)
If RMB strengths against HK$ AR Y BT ZER
LT (10) 225
For the year ended 31 December 2012 Hzr—_ZE—=—%F+=A8
=+—RHLFE
Increase Increase
(decrease) in (decrease) in
foreign  profit after tax
exchange rate for the year
% HK$’'000
HNEERE SR FH F R BR B8 A
(F¥)BD #CRED)
FET
If RMB weakens against HK$ MARKE S BT 2 ER
$99 10 214
If RMB strengths against HK$ MARKH BT ER

oy (10) (214)
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b. Financial risk management objectives and b. BXEBREREEERBE®)

policies (Continued)
Market risk (Continued) 58 B (&)

(i) Interest rate risk (R ES A

The Group is exposed to cash flow interest rate risk in
relation to variable-rate bank balances, pledged bank
deposit and loan from a non-controlling interest of
a subsidiary, due to the fluctuation of the prevailing
market interest rate. It is the Group’s policy to keep its
bank balances and cash and pleaged bank deposit at
floating rate of interest so as to minimise the fair value
interest rate risk.

The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider other necessary
actions when significant interest rate exposure is
anticipated.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to variable interest rates at the
end of the reporting period. The analysis is prepared
assuming the amounts outstanding at the end of the
reporting period was outstanding for the whole year.
A 10 basis points (2012: 10 basis points) increase
or decrease is used when reporting interest rate risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in interest rates.

If interest rates had been 10 basis points (2012: 10
basis points) higher/lower and all other variables were
held constant, the Group’s loss after tax for the year
ended 31 December 2013 would decrease/increase by
approximately HK$98,000 (2012: profit after tax would
increase/decrease by approximately HK$200,000). This is
mainly attributable to the Group’s exposure to interest
rates on its bank balances and cash, pledged bank
deposit and loan from a non-controlling interest of a
subsidiary.
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b. Financial risk management objectives and
policies (Continued)

Market risk (Continued)

(iii) Other price risk

The Group is exposed to equity price risk through its
investments in listed equity securities. The management
manages this exposure by maintaining a portfolio of
investments with different risks. The Group's equity
price risk is mainly concentrated on equity instruments
quoted in the Stock Exchange. In addition, the Group has
appointed a special team to monitor the price risk and
will consider hedging the risk exposure should the need
arise.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to equity price risks at the
reporting date.

If the prices of the respective equity instruments had
been 20% (2012: 20%) higher/lower, the loss after tax
for the year ended 31 December 2013 decrease/increase
by approximately HK$3,840,000 (2012: profit after tax
increase/decrease by approximately HK$3,553,000) as
a result of the changes in fair value of held for trading
investments.

In management’s opinion, the sensitivity analysis is not
representative of the other price risk for the investments
in listed equity securities as the year end exposure does
not reflects the exposure during the year.
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Financial risk management objectives and
policies (Continued)

Credit risk

As at 31 December 2013, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due
to a failure to discharge an obligation by the counterparties is
arising from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement of
financial position.

In order to minimise the credit risk, the management of the
Group has delegated a team responsible for determination
of credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is taken to
recover overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at the end
of the reporting period to ensure that adequate impairment
losses are made for irrecoverable amounts. In this regard, the
directors of the Company consider that the Group’s credit risk
is significantly reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies. The Group's
concentration of credit risk by geographical locations is mainly
in the PRC, which accounted for 97% (2012: 99%) of the
total trade receivable as at 31 December 2013. The Group
has concentration of credit risk as 81% (2012: 86%) and
98% (2012: 99%) of the total trade receivables was due from
the Group's largest customer and the five largest customers
respectively.

For held for trading investments, the Group limited its
exposure to credit risk by transacting the majority of its
securities with broker-dealers and regulated exchanges with
high credit rating of which the Group considered to be well
established. All transactions in listed investments are settled/
paid for upon delivery using approved and reputable brokers.
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Financial risk management objectives and
policies (Continued)

Liquidity risk

In the management of the liquidity risk, the Group monitors
and maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in cash

flows. The management monitors the utilisation of its bank
balances and cash and considers the risk is minimal.

The maturity dates of all financial liabilities are repayable
on demand or within one year as at the end of each of the
reporting period.

The financial guarantee contract of HK$61,000 (2012:
HK$63,000) are the maximum amount of the Group could be
required to settle under the arrangement for full guaranteed
amount if that amount is claimed by the counterparty to the
guarantee. Based on expectations at the end of the reporting
period, the Group considers that it is more likely than not that
no amount will be payable under the arrangement.
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Fair value measurements recognised in
the consolidated statement of financial
position on a recurring basis

The fair value of financial assets and financial liabilities are
determined as follows:

e the fair value of financial assets with standard terms
and conditions and traded in active liquid markets are
determined with reference to quoted market bid prices
and ask prices respectively;

e the fair value of other financial assets and financial
liabilities is determined in accordance with generally
accepted pricing models based on discounted cash flow
analysis; and

e the fair value of financial guarantee contracts is
determined using option pricing models where the
main assumptions are the probability of default by the
specified counterparty extrapolated from market-based
credit information and the amount of loss, given the
default.

The directors of the Company consider that the fair value of
the financial guarantee contracts is insignificant.

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities recorded
at amortised cost in the consolidated financial statements
approximate their fair values due to short-term or immediate
maturities.

BEEMHEERGSMHMN
MRERZAFETE

MBAERMGEELAFER
AT HRER -

o UNUBREHERRGEHETAER
ERRBMBEEE MG A
E 2 RFEDRIRERERT
SEANERBHEST

o HtMBEEMMBKAE
NP ERAREEED
RIFTBBREREZDNE
TR

Bl N

o MBEREHZAFENMA
HgEERAEE  AHRE
AP ZEBREBETIGE
EEREH R ESE TR
KIBZ Al et M R RIS
TZEETHE -

ARTEERS  HEEREL
2 AFEWLTER o

ARAREBEERR  HREGEAMB
R AR E IR AT R 2 B
ERPHEEDH B G2
Hl - MREEEQFERSE -
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c. Fair value measurements recognised in
the consolidated statement of financial
position on a recurring basis (Continued)

The following table provides an analysis of financial
instruments that are measured at fair value at the end of each
reporting period for recurring measurement, grouped into
Levels 1 to 3 based on the degree to which the fair value is
observable in accordance to the Group’s accounting policy.

Financial assets at held BEXZSUBEE
for trading

Equity security listed in Hong Kong R&B Fh 2 RAZ A

There were no transfers between levels of fair value hierarchy
in the current and prior years.

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of cash and cash
equivalents, loan from a non-controlling interest of a subsidiary
and equity attributable to owners of the Company, comprising
issued share capital and reserves.

The directors of the Company review the capital structure on a
regular basis. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with each
class of capital. Based on recommendations of the directors of
the Company, the Group will balance its overall capital structure
through new share issues as well as the issue of new debt.

¢ BREEMEENGESHER
MEREAZDAFEFE®E)

TREHEREEEEERERE
HRUAAFEFECeRIASD
- RBREAEESHHIRBEEE
FBzARTFEIBERE—HESF
=
Fair value
2013 2012 hierarchy
HK$’'000 HK$'000
—B-=F —_E-_F NPEEE
FHERT FET
22,994 21,272 Level 1

s

F—

RAFEEBEFE  SRFERELZ
A1 AT TE -

AEEEBEARURRAEE TR
PR RRERECEBRRA
R ARRANESAER - AEEEE
EREFMSTE o

AEEEAABRERE MRS FER
B MEBABHERRE R E A RAR
AEBEARGER(BRDSETEAR
1)

ARREBFEMRTEARE - FAR
MZ—R ARREFEEEAKARE
EREAABCRARRBEARRESRMN
FHEEER AKERERBTHRK
BITHETEEEEEARE -
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Turnover represents the amounts received and receivable from
manufacture and sales of coal, provision of international air
and sea freight forwarding services, dividend income and gross
proceeds from disposal of held for trading investments during the
year.

Manufacture and sales of coal B8 MSHE IR
Provision of international air and REEEMERE FEE

sea freight forwarding services
Dividend income from held for
trading investments

Gross proceeds from disposal of held for HEFEXFIHRE S
trading investments FriS sIA R

Information reported to the board of directors of the Company,
being the chief operating decision maker, for the purpose of
resource allocation and assessment of segment performance
focuses on the type of goods sold or services delivered or provided.
No operating segments identified by the chief operating decision
maker have been aggregated in arriving at the reportable segments
of the Group.

Specifically, the Company’s reportable segments same as operating
segments under HKFRS 8 are as follows:

a) International air and sea freight forwarding segment engages
in the provision of international air and sea freight forwarding
and logistic services to customers;

b) Securities trading segment engages in trading of equity
securities and dividend income from held for trading
investments; and

¢) Manufacture and sales of coal segment engages in
manufacture and sales of coal products to customers.

FHERZIRE 2 IRBIA

& k15

EEEEEZERBRAR 2013F3#H

=Ff_A=+—HIFE

BRBIRNF AR RE K HE R K L
HERMZE ME ESERSB M W E
W2 E - RBWARHERIER SR
B SFIAKRRE -

2013 2012
HK$'000 HK$'000
=2—= —E—CfF
FBT FHET
40,620 95,036
6,745 6,372

374 1,533
142,445 48,412
190,184 151,353

AERDERDBERFERARRE
EE(MXBRLBEBRRE)ERZEN
RERNHEEmARMHERRE &
B EREAEENRSES DB - T2

=8 /9% REWEASFTH R M 2E D Jf &
AN
RAREMS - ARF2HEDM(RRE

TRV HMEERFE 8 < K& A
)T

a) BEBEMZ=RELEEDHRKER
BEFIREEEREMZE KRB EEEN
K im R

by BFEENHUERMAESFEER
RRFER SR ERRRE K
Ak

o HERBERRIMBUETHER
AP HERKEmR °
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Segment revenues and results ST e
The following is an analysis of the Group’s revenue and results by T ARNEEIRREDIE D 7 Wi R
reportable segments. BLEOHT o

International

air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$'000 HK$'000 HK$'000 HK$'000
BLEE HEHEEE HER K #ct
FHExT FHERT FERT FHET
Year ended 31 December 2013 HZE—-—ZE—=%F
+=-A=+—H
IEFE
Turnover S 6,745 142,819 40,620 190,184
Revenue Wz
External Eage 6,745 374 40,620 47,739
Segment results DEBFEE 3,262 (5,512) (89,531) (91,781)
Unallocated corporate expenses AR ECEE RS (12,085)
Unallocated other income R EREALUA 3,132
Finance costs & B A (2,592)

Loss before tax R B A ET 18 (103,326)
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Segment revenues and results (Continued)

International

air and
sea freight
forwarding
HK$'000
Rz
N jéj@
FHEIT
Year ended 31 December 2012 BE=-Z——F
+=A=+—H
L‘HFE
Turnover ey 6,372
Revenue g
External 3N 6,372
Segment results DEBELE (82)

Unallocated corporate expenses KO ECEBE M

Unallocated other income AOBEMIA
Finance costs B & R AN
Profit before tax B B B 42

The accounting policies of the reportable segments are the same as
the Group’s accounting policies described in Note 3. Segment (loss)
profit represents the (loss from) profit earned by each segment
without allocation of central administration costs, directors’
emoluments, net exchange gain, bank interest income and finance
costs. This is the measure reported to the chief operating decision
maker for the purposes of resource allocation and performance
assessment.

DEBEE R EE (E)
Manufacture
Securities and sales
trading of coal Total
HK$'000 HK$'000 HK$'000
BUE R
BHEE SHE R IX 5T
FHEIT FHT FHT
49,945 95,036 151,353
1,533 95,036 102,941
(5,116) 26,443 21,245
(13,613)
3,905
(2,376)
9,161
WED I 2 S ETBUR MM M A S
ZEETBUERIER o o EB(E518) )R T

BB (PR Z B 1R) PR 2 7 -

ok OR [E
N
okr

& - ERWESEE - RITHBKARR
B o T BAE AR RS RE
MEELEREEERY L -
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THEERAE

TXRAKEZBEDHE D < BER
BESHT -

Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities by
reportable segments.

International

air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$’'000 HK$’'000 HK$'000 HK$’'000
BLEEE EHEHE SHE B & et
FET FET FET FET
At 31 December 2013 R-ZB—=F§
+=A=+—H
ASSETS aE
Segment assets DEpE E 1,037 22,994 93,582 117,613
Unallocated corporate assets AOEEEEE 229,145
Total assets BEMRE 346,758
LIABILITIES aE
Segment liabilities DEBE 2,037 - 23,600 25,637
Unallocated corporate liabilities RO EBEEE 61,306

Total liabilities BEesE 86,943



Segment assets and liabilities (Continued)

At 31 December 2012

ASSETS
Segment assets

Unallocated corporate assets

Total assets

LIABILITIES
Segment liabilities

Unallocated corporate liabilities

Total liabilities

EEEEEZERBRAR 2013F3#H

For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

ANEEBEE

BERE

afE

DEPEE

AAEEBERE

BE®HE

International
air and
sea freight
forwarding
HK$'000

I B i 22

800

1,305

For the purposes of monitoring segment performances and
allocating resources between segments:

- all assets are allocated to reportable segments other than

available-for-sale investments, bank balances and cash, the

equipment of head office and part of other receivables; and

— all liabilities are allocated to reportable segments other than
loan from a non-controlling interest of a subsidiary, tax

liabilities, deferred tax liabilities and part of other payables.

THEEREE®E)

Manufacture
Securities and sales
trading of coal Total
HK$'000 HK$'000 HK$'000
BiER
BHEE SHE R IX 5T
FHEIT FHT FHT
21,272 176,657 198,729
249,036
447,765
- 13,072 14,377
76,572
90,949
RERSHBEREENREHHEOEE
IR

- KRAUHLERE RVRITEHKEA
T BRFRZIRERIBD HA
R IR - FTEEEBIEE

WEDE K

- BHBAREZEREZER W
RAE ELCHBABLRIHEOIH
B FRIRS - FTERBEH DR

EREHH -
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Other segment information

Year ended 31 December 2013

Amounts included in the measure of
segment profit or loss or
segment assets:

Amortisation of prepaid lease payment
Additions to non-current assets (Note)
Impairment loss on goodwill
Impairment loss on property,
plant and equipment
Impairment loss on trade receivables
Depreciation of property, plant and
equipment
Allowance for inventories
Trade and other payables written back

Realised loss on
held for trading investments
Fair value change on held for
trading investments

Amounts regularly provided to the chief
operating decision maker but not
included in the measure of segment
profit or loss or segment assets:

Interest income
Interest expenses
Income tax credit

International
airand
sea freight
forwarding
HK$'000
ERmZER
BLEE
TET
HZE-Z-=%1=A
=t—BLEE
HENHERISHEE
Bt AZ &% :
BT HSHH -
REFRBEE (M) -
HEREESE -
0% - BEREERE
B -
[ENE SR ERE -
N%  BERRERE
5
FERE -
FEfH R TR E A A
TORRE (3,137)
RERHREZ
BERER -
FHERHEREZ
ATEE -

MBBA -
MBFX -
FEHER -

Note: Non-current assets excluded available-for-sale investments and goodwill.

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Hitt o HBEHR

Securities
trading
HK$'000

HHEE
TER

332

5,554

(200)

(993)

Manufacture

and sale
Unallocated
HK$'000

of coal
HK$'000
HER
HERR
TET

ROE
TER

13,274 -
36,729 -

24,642 -
2,200 -

6,569 169
4,074 -

(28) (1,086)
8 2,584
(2,006) -

Total
HK$'000

At
TER

213
13,274
36,729

24,642
2,200

6,743
4,074

(3,137)

332

5,554

(1,314)
2,592
(2,999)

M ERBEETERREITLERBEREE
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Other segment information (Continued)

Year ended 31 December 2012

Amounts included in the measure of
segment profit or loss or
segment assets:

Amortisation of prepaid lease payment
Fair value change on investment property
Additions to non-current assets (Note)
Depreciation of property,
plant and equipment
Written off of property, plant and
equipment
Allowance for inventories
Realised loss on
held for trading investments
Fair value change on held for
trading investments

Amounts regularly provided to the chief
operating decision maker but not
included in the measure of segment
profit or loss or segment assets:

Interest income
Interest expenses
Income tax expenses

International
air and
sea freight
forwarding
HK$'000
BpR Az
BEEE
THT
HE-Z--51=R
=t—BLEE
HFENHERISHEE
Bt AZ &% :
BNHSEH -
e X EYNBEY-E) -
AEIFRBEE (M) -
nE - BERSHENE
5

MENE - WE L&A

FERE -
BlERBAZ

EERER -
RlERSBAZ

ATEED -

EHALTREERRER

HERFENBEER

NHEEBRETFAL

E
MBBA =
MBRX =
FSHR X =

Note: Non-current assets excluded available-for-sale investments and goodwill.

Hity

Securities
trading
HK$'000

BHEE

TAT

4,416

2,233

EEEEEZERBRAR 2013F3#H

ER(E)

Manufacture

and sale
of coal
HK$'000
BER
HERR
THx

1,678

(28)
324
6,604

Unallocated
HK$'000

ADE
TERL

(2,258)
2,052

Total
HK$'000

st

TET

24
(1,080)
4,149
6,347

m
1,678

4,416

2,233

(2,336)
2,376
6,604

M ERBEETREIHERERPE -

99



100 china Best Group Holding Limited Annual Report 2013

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Revenue from major products and services FEEMRREz W=
The following is an analysis of the Group’s revenue from its major UTRAEREEFEERMREZWED
products and services: o
2013 2012
HK$'000 HK$'000
—F—-= —T——fF
FHET FHET
Manufacture and sale of coal RiE RS E R R 40,620 95,036
Dividend income from held for trading BEXFEREZREWA
investments 374 1,533
Provision of international air and sea RHEEMZE 8 EEERS
freight forwarding services 6,745 6,372
47,739 102,941
Geographical information i & & R

International air and sea freight forwarding services are carried out
in Singapore, North and South America. Trading of securities are
carried out in Hong Kong. The manufacture and sales of coal are

carried out in the PRC.

Information about the Group's revenue from external customers
is presented based on the location of the operations. Information
about the Group’s non-current assets is presented based on the

geographical location of assets.

North and South America b= R E M
PRC GE

Hong Kong E%

Singapore TN

Non-current assets exclude available-for-sale investments.

B

Revenue from external

customers

2013 2012
HK$’'000 HK$'000

SRR Uk aR
—EB-=F —ZE——-F
FTHERT FET
3,435 2,523
40,620 95,036
374 1,533
3,310 3,849
47,739 102,941

AREBRF I - bZM R mEMETT
B LEERY - RBEBET
BFEEER  RPBETEERKE

AEBINEP KB ER IRE &S
25 - AEEFRBEEENHIREE
PRt 25 o

Non-current assets

2013 2012

HK$'000 HK$'000
RBEE

—EB-=F —T——F

FHxT FHT

35,749 88,132

584 967

6 12

36,339 89,111

FRBDEETREANHERE -
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Information about major customers

For revenue from manufacture and B8 RSHE Rk 2 W
sale of coal
— Customer A —XFHR
— Customer B -BFZ
— Customer C —-XFR
— Customer D —-5FT
Trade and other payable written back B 5 Rk EH A FER SRIER E
Interest income B A
Net exchange gain b H s 58
Government grants (Note) IRAT 8 Bh (BT 3E)
Sundry income FHIEUA

Note: During the year ended 31 December 2013, a government grant of
approximately HK$47,000 (2012: HK$9,000) was granted to the Group in
relation to the job credit scheme in Singapore on the condition that the
Group has made CPF contributions in Singapore during the year.

Interests on: ATEIEZHE
— loan from a related company —BERRER
— loan from a non-controlling interest —MBAREERERE

of a subsidiary
— others —HAh

FEEFEH

2013 2012
HK$'000 HK$'000

—_Eg-= —_E—=
FET FET
3,346 73,471
19,378 9,415
5,254 -
12,382 -
2013 2012
HK$'000 HK$'000

—E-=5F —=E—=
FERT FET
3,137 -
1,314 2,336
1,775 502
47 9
43 7
6,316 2,854

Mz BE—FT—=F+-A=+—HALEFE &
SERF N — BB FE B A EEFRT
BN #947,000/8 L(—F——4F : 9,000/
TT) o AEBMERFERRBAMK 2 PRAE
SEF B - WE BB ZETHEE

2013 2012

HKS$’000 HK$'000
—E—=fF —F—=

FHET FET

- 262

2,552 2,052

40 62

2,592 2,376
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2013 2012
HK$'000 HK$'000
—E—= —E——4F
FET FHET
(Loss) Profit before tax has been arrived KRB AT (ET1R ) E F T A& HI
at after charging: T A B IRBEE -
Staff costs EE KA
— directors’ emoluments (Note 12 (a)) —EEME (FIFE12(0)) 1,645 1,564
— other staff costs —HAthfE B A 5,588 4,843
— retirement benefits scheme —RRERIET B -
contributions, excluding directors TREESEMHER 175 138
Total staff costs EERA B 7,408 6,545
Auditor’s remuneration ZE NN & 1,157 1,050
Depreciation of property, plant and M - BEREETE
equipment 6,743 6,347
Amortisation of prepaid lease payment ARSI 213 24
Compensation paid for cancellation B — D E MR  ME(E
of a sale agreement (included in (FFATTE R E AL )
administrative and other expenses) 2,297 -
Written off of property, plant and WEHDZE - R MRS
equipment - 111
Cost of inventories recognised as BREAT ZHFEEKRA
expenses 51,609 65,459
Allowance for inventories (included in cost FERE(BEHEKAR)
of sales) 4,074 1,678

Minimum lease payments under operating &&HAES Hr SEAS
lease charges 1,939 1,772
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(a) Directors’ emoluments (a) EEf <
The emoluments paid or payable to each of the 5 (2012: 5) e EMN TR (ZE—ZF 5
directors were as follows: BIESZEAZMEHT -
Retirement
benefits
Salaries and scheme Total
Fees other benefits contributions  emoluments
HK$'000 HK$'000 HK$'000 HK$'000
FekHEf  RAKEREE
ne & R BEe
TET TR TER TER

Year ended 31 December 2013 HZ_-_E—-=F+_F1

=t-ALFE
Executive directors HITEZR

Mr. Huang Bog OB TE - 1,120 15 1,135
Mr. Du Chunyu HEREE - 150 - 150
- 1,270 15 1,285

Independent non-executive directors B IFHITES
Ms. Wong Yan Ki, Angel L L 120 - - 120
Mr. Zhang Liang RetE 120 - - 120
Mr. Zhou Ming Chi R AE 120 - - 120
360 - - 360

Total FH 360 1,270 15 1,645
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(a) Directors’ emoluments (Continued) (a) EEMS ()
Retirement
benefits
Salaries and scheme Total
Fees  other benefits contributions emoluments
HK$'000 HK$'000 HK$'000 HK$'000
HekHEM  BWNENEE
itk = 3R we
T TR THx THr

Year ended 31 December 2012 #HZ-E——#+=A

Zt-HLFE
Executive directors HWITES
Mr. Huang Bog; SAEELE - 1,040 14 1,054
Mr. Du Chunyu HEREE - 150 = 150
- 1,190 14 1,204
Independent non-executive directors B FEEITE S
Ms. Wong Yan Ki, Angel EBL L 120 - - 120
Mr. Zhang Liang R 120 - - 120
Mr. Zhou Ming Chi [RBR S E 120 = = 120
360 - - 360
Total st 360 1,190 14 1,564
Note: The Group currently has no title as the chief executive. Given that MI5E - ANEE B BTN aR TR 2 BT - 8
the current size and structure of the Group, the directors of the RAKBERRE ZRERERE - K27
Company are of the view that though there is no chief executive, EERABEYETHRER  EX
the balance of power and authority is ensured by the operation of EE BRI ERENDEERRSE
the Group, which comprises experienced individuals and meetings TE AAAEE#BEEEAEKLRY
between the directors and the management are held from time to At MEFHEEESTRRETE
time to discuss issues relating to operation of the Group. B mEAEEEERBCEE -
The remuneration of directors of the Company is determined by ARREEZHEHTMNEESLE
the remuneration committee having regard to the performance of EEEARBNTSBARET -

individual and market trends.
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(b) Employees’ emoluments

Of the five individuals with the highest emoluments in
the Group, one (2012: one) was director of the Company
whose emoluments are set out in (a) above. The aggregate
emoluments of the remaining four (2012: four) individuals
were as follows:

Salaries and other benefits HeRHMER

Retirement benefits scheme contributions

The emoluments of each of the employees are less than
HK$1,000,000 for both years.

During the years ended 31 December 2013 and 2012,
no emoluments were paid by the Group to the directors
of the Company and the five highest paid individuals as
an inducement to join or upon joining the Group or as
compensation for loss of office. None of directors of the
Company and the employees waived or agreed to waive
any emoluments paid by the Group during the years ended
31 December 2013 and 2012.

RRAR M ET &I R

(b) BEEM<

rEEBREERHFALIBEBRER
RE—REF(ZE—=F : —
%) FEZHE RN EX(a)E
Do EBpW A EeHFAL(ZE
—ZF IR Mo @ EH a0

T

2013 2012
HK$'000 HK$'000

—EB-=fF —=E—=
FBT FHET
1,805 1,572
36 38
1,841 1,610

o

®wfEFEE R
1,000,000/ T °

I Z e HERR

\

REEZZT—=FKk=F—=—F+=H4
=+—BIEWEFE  AEBEWERA
RAIZEER AR FATIZNHME A
Wl EMBAEERIERFEEINER
SE R IEABBMEE - REEZ
T =—FR-F——_F+ZA=+—H
IFMEFE @ WEARREZEREEN
B EEREEAE -
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Current tax: EHINIA ¢
PRC Enterprise Income Tax PR ERSH

Over (under) provision in previous periods: @7 BARSFRZEEEREBETR) ¢

Hong Kong Profits Tax EBMEB
PRC Enterprise Income Tax PSR
Deferred taxation (Note 29) IEIERTE (FM15E29)

No provision for Hong Kong Profits Tax has been made as the
Group did not have assessable profits for the years ended 31
December 2013 and 2012.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulation of the EIT Law, the tax rate of the
PRC subsidiaries is 25% from 1 January 2008 onwards.

Taxation arising in other jurisdictions is calculated at the rates
prevailing in the relevant jurisdictions.

2013 2012
HK$’000 HK$'000
—E—= —E——4F
FHERT FET

- (6,855)

993 -

(146) =

847 -

2,152 251
2,999 (6,604)

HRAEERBE_T—=FK=_F
——HE+-A=+—RILFELEER
M A - B 5L BB NS AT R B
o

BERRCEMBRIE(IREMREH
EDREEMBBIAZERIED - S E
MEBARB-_ZTN\FE—HF—ABRBZH
RE25% o

REMRNEAERES ZHBRB @ AR
BEZBITHEGE -
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The tax credit (charge) for the year can be reconciled to the (loss)
profit before tax per the consolidated statement of comprehensive
income as follows:

EEEEEZERBRAR 2013F3#H

=FFt - H=+—HIFE

FRZHBAER (FX)EERE 2E RS
FRFTF 2 R T AT (B8 ) s MR AT

2013 2012
HK$'000 HK$'000
—E—= —FT——F
FET FHT
(Loss) profit before tax B A AT (&1 ) m A (103,326) 9,161
Tax at the domestic income tax rate BRAM TS TR E25%
of 25% (2012: 25%) ZE-CF :25%)FE
ZZ‘RIE 25,832 (2,290)
Tax effect of expenses not deductible BB 2 RIETE
for tax purpose (11,275) (1,654)
Tax effect of income not taxable EHEGRIBMAZ G2
for tax purpose 141 1,256
Tax effect of utilisation of tax loss BANBER G E 154 41
Tax effect of tax losses and deductible RMER 2 FRISER R A N S
temporary difference not recognised ER G E (11,513) (3,265)
Over provision in prior year BT FEBERE 847 =
Effect of different tax rates of subsidiaries EEMAIEBEKLE ZHE A
operating in other jurisdictions HRATRAME 2 (1,187) (692)
Income tax credit (expenses) for the year FRAEFHER(FX) 2,999 (6,604)

Details of deferred taxation are set out in Note 29.

No dividend was paid or proposed during the year ended 31
December 2013, nor has any dividend been proposed since the end
of the reporting period (2012: nil).

The calculation of the basic loss per share is based on the loss for
the year attributable to owners of the Company of approximately
HK$76,162,000 (2012: approximately HK$2,932,000) and
on the weighted average number of 2,431,670,845 (2012:
2,431,670,845) ordinary shares in issue during the year.

The computation of diluted loss per share does not assume the
exercise of the Company’s outstanding share options because the
exercise price of those options is higher than the average market
price for shares for the years ended 31 December 2013 and 2012.

BT IAFF RN RE29

mﬁﬂm@§12f5¢+:ﬂz+*
B 1EFE I # R SR TS
Eﬁ%%%u%ﬁﬁﬁm&ﬂkwh_
T—_FE) o

BREXNEBBIRIEARR HEE AEMN
FERNEIE476,162,0008 T(—T——
& 492,932,000 L) R FRE T
L3 I N AE 19 202,431,670, 8451&
—FT— 4 :2,431,670,845/% )5t HE

BE_T -FR-F—_F+t=HA
=T HIEFE - ERAREEARITE
FBRAE 2 TEES KRN FHAHE @ &
AESREIEBRRTERRZEER
REMEATIE

107



108 china Best Group Holding Limited Annual Report 2013

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

cost

At 1 January 2012

Exchange realignment

Additions

Acquired on acquisition of
subsidiaries

Written off

Transfer

At 31 December 2012 and
1 January 2013

Exchange realignment

Additions

Written off

At 31 December 2013

DEPRECIATION

At 1 January 2012
Exchange realignment
Provided for the year
Eliminated on written off

At 31 December 2012 and
1 January 2013

Exchange realignment

Provided for the year

Eliminated on written off

Impairment loss recognised
for the year

At 31 December 2013

CARRYING VALUES
At 31 December 2013

At 31 December 2012

Buildings
HK$'000
BF
Tin
KA
R-E-—5-f-H 40,657
5B 223
RE 3,475
WEEH BN ARG
s =
EE2 1,530
RZE-—%+-A=+-Bk
—“T--f#-f-H 45,885
5 R 2,355
NE 67
M =
WZE-=F+-RA=1—-H 48,307
E
R-E--£-A—-H 1,097
ERAE 43
FREE 4,57
pigElissags =
RZE-—8+-A=+-HkK
—“T-Z£-f-AH 5,711
5 B 358
FREE 5,135
bkl -
FRERHEEE
20,358
WZZE-=F+-RA=1—-H 31,562
REE
W-Z-=F+-fA=1—-H 16,745
WZE--F+-RA=1—-H 40,174

Plant and
machinery
HK$'000
BER#EH
T

Construction
in progress
HK$'000
ERIR
TAT

1,528 10,577

= 10,807
= 543
= 46

- 11,39

= 259

= 1,064

= 4,284

= 6,822

= 4,574

= 9,478

Furniture
and fixtures
HK$'000
HGRREE
THL

278

26

(155)

158

124

21
(122)

31

31

63

95

Office
equipment
HK$'000
BAERE
THET

374

Motor
vehicles
HK$'000

"E

Tz

2,589

468

1,043

4,110
87
340

4,537

1,017

678

1,696
20
443

2,378

2,414

Total
HK$'000
b
TiEx

56,003
303
4,149

1,043
(416)

61,082
2,989
453
@)

64,522

2,775
61
6,347

(305)

8,878
458
6,743

24,642

40,719

23,803

52,204
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The above items of property, plant and equipment are depreciated
on a straight-line basis at the following useful life and rates per
annum:

Buildings Over the shorter of the term of the
lease, or 20 years
Plant and machinery 10%

10% - 33.33%
10% - 20%
16.67% - 33.33%

Furniture and fixtures
Office equipment
Motor vehicles

As at 31 December 2013, the building ownership certificates
of all buildings situated in the PRC under medium lease have
not been granted by relevant government authorities with the
aggregate carrying values of approximately HK$16,745,000 (2012:
HK$40,174,000). In the opinion of the directors of the Company,
the absence of building ownership certificates to these buildings
does not impair the value of the relevant buildings to the Group.
The directors of the Company also believe that building ownership
certificates to these buildings will be granted to the Group in due
course.

In light of the poor performance of the manufacture and sale of
coal operation, an impairment assessment has been performed
by the directors of the Company to determine the recoverable
amount of these property, plant and equipment. The directors of
the Company engaged Jones Lang LaSalle Corporate Appraisal
and Advisory Limited (“Jones Lang”), a qualified valuer not
connected with the Group, to perform a business valuation of
the manufacture and sale of coal operation. Having regard to the
future plan of the Group and the valuation performed by Jones
Lang, impairment loss of approximately HK$24,642,000 (2012:
nil) was made to the carrying amounts of the property, plant and
equipment for the year ended 31 December 2013. The recoverable
amounts of the relevant assets have been determined on the basis
of their value-in- use. The discount rates in measuring the amounts
of value-in-use was 16% (2012: nil).

L% - B KR EE A RIFEAE
I T RS S

¥ AAFERS -+ A&
RE R

s Kikas  10%

REINEE  10% -33.33%

WAERE  10% -20%

bt 16.67% — 33.33%

AZTE—=F+-_A=+—H  BEK
FFEBPI M AR BB AT A R BIZ+ H
MARBEZEFIMEMBEMN - Hig
R EEA) A16,745,0008 (-2 ——
1 40,174,000870) - KRR AIZEER
B RERZSEFZMENERART
CLAKEEHEETEERE - AAF)
EENAE  AEEBREEREER
REEFWEMEER -

ERREREERBEEEBZRRATE
AAREBCHETRETIHEAETY
¥ BERREBZIEKRSE - AQF
EECZEEAEERERE L SERG
BT EBITEETHRZBERAQR
(IMHED)AEREERBEEBRET
EBHE SEBEREBZARTER
HEMETZHE  ARFHEE-T
—=ZFE+-A=t+—BULFEZYME
EREHEZEREFELREBED
24,642,000 L (ZF—=4F : &) o
HEEEEZ A DR EBREFERER
FTEETE - AFEEREESHEATARR
RE16% (- T——4F : ) -
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For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Analysed for reporting purposes as FIMEMIEL 29T
Current asset TMENEE
Non-current asset EREEE

As at 31 December 2013, the Group’s prepaid lease payment
represented a medium term lease land in the PRC with the carrying
amount of approximately HK$12,818,000 (2012: HK$202,000).

2013 2012
HK$'000 HK$'000
—_2—-= —E—F
FERT AT
282 24
12,536 178
12,818 202

R-E—Z=ZF+-A=+—H8 A&EH
ZHENEEE—HRFPEZHEIHEL -
IRMAE4) 512,818,000 L (-2 ——
4 :202,000/87T) °

HK$'000
FHT
FAIR VALUE DFE
At 1 January 2012 AZE——F—H—H 1,920
Fair value change recognised in profit or loss HERBZRERZ ANFEE 1,080
Reclassification to investment property classified B BEARBELENREDE
as held for sale (Note 26) (MF7E26) (3,000)
At 31 December 2012 and 31 December 2013 R-EBE——F+-_A=1+—HxK

—E—=F+-HA=+—H -

On 10 December 2012, the Group entered into a sale and
purchase agreement with an independent third party to dispose
of an investment property at a consideration of HK$3,000,000.
Accordingly, the relevant property interest of HK$3,000,000 was
reclassified from investment property to investment property
classified as held for sale in the consolidated statement of financial
position as at 31 December 2012. The aforesaid disposal had been
completed on 28 February 2013.

N_E——F+_A+H KNEBHE—
EBYEZ IV EE RS WHER
EYE - WL MRER3,000,00087T °
At - R=ZE——F+-_A=+—HZ
LAEMBARREA - E1E3,000,0007%
TR E AR EMESET S
AEHEHENREYE - LRHEER
ZE—=F-A=ZF+NHEK °
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FETERARES
B RER R E R

Unlisted equity securities
Less: impairment losses recognised

In 2002, the Group, through an acquisition of a wholly-owned
subsidiary, acquired 30,000,000 promoters’ shares in Beijing
Beida Jade Bird Universal Sci-Technology Company (“BBJB")
(the “Promoters’ Shares”) of RMBO0.1 each at a consideration of
HK$38,250,000, which is equivalent to 2.53% of total issued share
capital (including H shares and Promoters’ Shares) of BBJB.

BBJB is a joint stock company with limited liability incorporated in
the PRC with its H shares listed on the Growth Enterprise Market
of the Stock Exchange (the “GEM Board”). The Promoters’ Shares
were unlisted share capital issued by BBJB when it was initially
listed on the GEM Board in 2000. According to the Company Law
in the PRC, the Promoters’ Shares were not transferable within
three years from the date of incorporation of BBJB on 29 March
2000. In the absence of active market, the Promoters’ Shares
are measured at cost less impairment at the end of the reporting
period because the range of reasonable fair value estimates is so
significant that the directors of the Company are of the opinion
that their fair values cannot be measured reliably.

The directors of the Company were of the opinion that the
recoverable amount of the available-for-sale investments was
significantly below its original cost, an impairment loss of
HK$30,750,000 was recognised in the consolidated statement of
comprehensive income in prior years. At 31 December 2013, the
carrying amount of available-for-sale investments of approximately
HK$7,500,000 (2012: HK$7,500,000), net of impairment loss was
available-for-sale investments of approximately HK$30,750,000
(2012: HK$30,750,000).

2013 2012
HK$'000 HK$'000
—E—-= ===
FET FHT
38,250 38,250
(30,750) (30,750)
7,500 7,500

RZEZEZF AKBEFEBKE—HE2
BB A A - LA38,250,0008 TR (B
8% A.30,000,000%dt RIL A S BERF
BERHERAR(TtAETR])ERE
BEARBOITTZ B ARMD ([ A
&R 1) - BERIERE BB BITIRAL
F(BIEHRR KB AN )2.53% ©

ERESBRPBEZMAL RN ER
BERR - EHBRAER R ATRIZER (A
B ET - BREABRNDA/IEARTS
R-ZZETFEHRELRR EHRET
ZIFLETRAR - RIBHPBE QAL - #
EABRMNBUERESR_ZZRF=
AZTNABEMRLEA =FANTEE
& ARNRZIEEMS - BEAROR
BERRZRARBETE  AREHE
RNFHERBAEEAKR  ARAEERR
BEASEMFAEHRARNZATFE-

ARAREEZRE  AIHHEREZR]
KESEEERNERKS - WERB
AFEEESEEMB S RERREE
$#30,750,000 7L - RZE—=4F
+ZA=+—H AIHEEREZRA
E#/47,500,0008 C(=ZF—=4F :
7,500,000 7C) - EHRE MK EHBE
E5184930,750,0008 L (—Z T ——%F :
30,750,000/ 7T) ©
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At 1 January ®—HR—H
Exchange realignment B o
Impairment of goodwill EERE

At 31 December R+=ZA=+—H

Goodwill from acquisition of Suntech Worldwide Limited
(“Suntech”) and its subsidiaries (collectively referred to as “Suntech
Group”) was allocated to the Group’s CGU of manufacture and
sale of coal.

During the year ended 31 December 2013, impairment loss of
approximately HK$36,729,000 had been recognised in respect of
the goodwill arising from the acquisition of Suctech Group.

The Group tests goodwill annually for impairment, or more
frequently when there is indication that the unit may be impaired.
In assessing the need for impairment of goodwill, the Group
estimates the recoverable amount of individual CGU to which
goodwill has been allocated by reference to, amongst other things,
the existing operation and future prospects of the CGU.

The basis of the recoverable amount of the CGU and the major
underlying assumptions are summarised below:

The recoverable amount of the CGU under the manufacture and
sale of coal operation of HK$35,817,000 has been determined
on the basis of value-in-use calculation with reference to a
valuation performed by Jones Lang. That calculation uses cash flow
projections based on financial budgets approved by management
covering a 5-year period, and pre-tax discount rate of 16%
(2012: 16.2%). Cash flows beyond the 5-year period have been
extrapolated using zero (2012: 3%) growth rate. This growth
rate is based on the relevant industry growth forecasts and does
not exceed the average long-term growth rate for the relevant
industry.

—EFFASF—ALEE

2013 2012
HK$'000 HK$'000
—_2—-= —E—F
FERT AT
36,729 36,365

- 364

(36,729) -

- 36,729

WEEERRARAR(EE] EE
MBAR (K [EEREDELZRE
BN REAKESENRHERRK 23R
TELEM -

HE_ZT—=F+-A=+—HLIEF
B EnlBEEEEEMEERERR
S EET1E4936,729,00058 7T ©

AEBEBFINEPRETEE R
BB ERETTRERR - R EEER
BF  AEE2R(ETeE)BAcEL
B EASERREARRAR - (A5t
PERBZBEYRASELEM 2 AIKE
T

ReELBEUAROeEcEERTR
MR REBA T

BREERHEEERE M ReEAEM
A] Y [B] 4 %8 35,817,000 7T JH & BR {#

EITHE  REAEEFEEEE
E o ZEtE R A FERREHRERER
&Zﬂfﬁﬁﬁﬁﬁ&ﬁ% LA T2 BR Bt AT AL IR

R16%(ZF——F 1 16.2%)stE IR
SRETEE - AFHE BEREFER
T(ZT—ZF 3%)EREHE - It

R T BT R
IR EZ FURERE -
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Raw materials and consumables RAE B
Finished goods BIRK

The Group allows an average credit period normally ranging from
30 days to 180 days (2012: 30 days to 120 days) to its trade
customers. The following is an aged analysis of trade receivables
(net of allowance for doubtful debt) presented based on the invoice
date at the end of the reporting period, which approximated the
respective revenue recognition date. The Group does not hold any
collateral over these balances.

2013 2012
HK$'000 HK$'000
—E—-= ===
FET FHT
11,468 843
3,534 20,596
15,002 21,439

AEBGKTESRFZFHEES R
NF30HE180H(=ZF— =4 : 30H
Z1208) 28 c LW FABRREHR(H
ABEAWREERAS)REZAHLR7
2 EUE 5708 (B 0Bk RIREE ) IR IR
D - REBEWER I S EHIFEEM
IR e

2013 2012
HK$'000 HK$'000

—E-=fF —F——
FET FHT
0 - 30 days 0Z30H 686 2,868
31 - 60 days 31260H 134 186
61— 90 days 61%290H 4,021 13
91 — 120 days 91%120H 954 43,805
121 - 180 days 121£180H 1,445 6,081
Over 180 days HBiE180H 22,305 4,749
Trade receivables JEWE 5 FRIE 29,545 57,702
Bills receivables ElwEiE 12,888 2,455
Deposits, prepayments and other receivables 324 - B/ 7018 & E & U 78 52,194 8,917
94,627 69,074

Included in the Group's trade receivable balance are debtors with
aggregate carrying amount of approximately HK$22,305,000
(2012: HK$10,830,000) which were past due at the end of the
reporting period and for which the Group has not provided for
doubtful debt. The average credit period of the bills receivables is
within 180 days.

AEBRKIRREH TP BELRTE
#9/22,305,0008 (=2 — =& :
10,830,000/ 7T ) < FEYUIR 3K - MR
MR a  AAEETERRIRIE
B - BIWEE 2 FHEERA1808
|7q °
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Included in the deposits, prepayments and other receivables of
HK$50,000,000 (2012: nil) represented the refundable investment
deposits paid to certain independent third parties (note 38).

The aging analysis of trade receivables that were past due but not
impaired is as follow:

121 - 180 days
Over 180 days

121E2180H
HB38180H

Trade receivables that were neither past due nor impaired related
to a wide range of customers for whom there was no recent history
of default.

Trade receivables that were past due but not impaired related
to a number of independent customers that have 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 movements in allowance for doubtful debts of trade
receivables were as follows:

1 January —H—H
Impairment losses recognised BERBEEE

+t=A=+—H

31 December

e BAZREREMERKES
50,000,000 T (B ——4%F : )5
METBYLEZAINZTRERER
% (MFsE38) °

B 18 BB SR B 2 IR MR SRR B 5 AT 1A
™

2013 2012
HK$'000 HK$'000
—E-=F —E—F
FHET FAT

- 6,081

22,305 4,749
22,305 10,830

R IR R (B 2 FE MR K08 B B3
BRALBLIZREF °

Ea HE R E < B IR TP R Z A
AEBRARIFEELEIBILIES
RRBEKLS - BBERE  ANMEE
BERUVEBEAEE  ZFEHRNERR
A EBE - BER L AR R
B -

REI IR 32 RIERE BT

2013 2012
HK$’000 HK$'000
—E—= —F—=
THET THTT
1,449 1,449
2,200 -
3,649 1,449
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Before accepting any new customer, the Group uses a system to
assess the potential customer’s credit quality and defines credit
limits by customer. Limits attributed to customers are reviewed on
a regular basis.

At the end of each reporting period, the Group’s trade receivables
are individually determined to be impaired. The individually
impaired receivables are recognised based on the credit history of
its customers, such as financial difficulties or default in payments,
and current market conditions.

Held for trading investments: BIERZE
— Equity securities listed in Hong Kong —REB LT ZRAZSE

Held-for-trading investments are stated at fair value. The fair
value of the listed securities has been determined by reference
to published price quotations in active markets. Loss on fair
value change of held-for-trading investments of approximately
HK$5,554,000 (2012: HK$2,233,000) has been recognised in profit
or loss during the year ended 31 December 2013.

During the year ended 31 December 2013, the Group disposed
of certain listed securities and realised loss on held for trading
investments of approximately HK$332,000 has been recognised in
profit or loss (2012: HK$4,416,000).

The deposit were pledged by the Group for the purpose of issuing
a guarantee by the bank to a service provider for security against
default payment (2012: HK$61,000).

EEMEMAHE,A - AEBERA—E
ARG BEERP < EHEER - YR
BEPZEERE - RPZEERBIIE
HEZ -

REWEHR - REBRERER K E
Wik SR EETE AIRE BB 2 RE Z FE U
REKBERP 2 EE LS (5 R
e RGFIH) R ERITORRER

2013 2012
HK$’000 HK$°000
—F-= —FT=F
T AT
22,994 21,272

BERX SIRERAFEINNE - LHES
ZATFEDNELE TR S 2B HERR
BEF H#HE_ZT—=F+_-A=+—
AILEFEERBERERFERZE
BNV BEEE 2 EELS5,554,0008 7T
(ZZF——4%:2,233,000#7T) °

RBE_Z-—=F+_A=t+—HLF
B AEBEEET LHES LR
HIEEEREEBL332,000% T I
NIBRBR(ZZE— =4 : 4,416,000/%8
5T o

REBERFRARRITEIRG HE
BAREONFTNZE2MEBELER(ZT
—Z% :61,00087T) °
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Bank balances and cash comprises cash held by the Group and
bank balances that are interest-bearing at prevailing market
interest rates ranging from 0.001% to 1.700% (2012: 0.001% to
2.150%) per annum and have original maturity of three months or
less.

Included in bank balances and cash are the following amounts
which are subject to foreign exchange control regulations or not
freely transferable:

Amounts denominated in:
HK$ BT
RMB ARH

On 10 December 2012, the Group entered into a sale and purchase
agreement with an independent third party to dispose of an
investment property at a cash consideration of HK$3,000,000.
Accordingly, the investment property of HK$3,000,000 was
reclassified to investment property classified as held for sale in the
consolidated statement of financial position as at 31 December
2012. The aforesaid disposal had been completed on 28 February
2013.

AN HIEEBEHE 2 30R -

BITHHERESREASENFRES
MERTTHE R - BIBRTHHFFE0.001
EZE1.700E2 (=2 —_4 : 0.001 2%
2.150B) &5 - BRFIBEA=MEA
FAT

RITEREBRESPIANTBZINEE
HAR PR B A F] B 82 7O

2013 2012

HK$’000 HK$'000
—E—= —=F=—=

FTHET FHET

2,994 2,851

410 152

3,404 3,003

R-ZT——F+_-A+H AEHE—
BB EZ AN EE RS WHER
B - ReMRER3,000,000%7T °
Al RZE——F+-_A=+—H2
REPBAMRREKA - (BE3,000,000%
TR EMEET DB AR EHENR
BEYE - fIMHEER T —=F_A4
—“+NA\BRK °
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The following is an aged analysis of trade payables presented based
on the invoice date at the end of the reporting period:

0 — 30 days 0%&30H

31 - 60 days 31260H

61— 90 days 61290H

Over 90 days @90 H

Trade payables e & 5 RIE

Accrued charges and other payables FERTE A R H AL FEN I8

The average credit period on purchases of goods is 90 days. The
Group has financial risk management policies in place to ensure
that all payables are settled within the credit timeframe.

The amount is unsecured, non-trade in nature and repayable on
demand. Other than an amount of approximately HK$36,460,000
(2012: HK$36,460,000) which carries interest at 2% (2012: 2%)
over Hong Kong prime rate per annum, the remaining balance is
interest-free.

ATRRBERRLEZAHEIZE
NEZRARK DM

2013 2012
HK$'000 HK$'000
—B-=F —F=F
TER FTAT
593 716

59 -

112 9
13,443 4,736
14,207 5,461
20,295 31,531
34,502 36,992

BEZTFHEEHRROA - AEER
Rk A ERERBR - BIRFTAE
NFEHIRNEEHRRAES °

ZHIRAEER EEIMERARE
KIEE o B — % B #4736,460,0007%
TT(—Z— 4 : 36,460,000/ 7T) Z &K
BERFHNEFEEZEREMNEIME(=
T—_F 1 2E)F BN BREHAERE
NBREBNREE -
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The major deferred tax liabilities (assets) recognised and
movements thereof during the current year and prior year are
summarised below:

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Accelerated

tax

depreciation

HK$'000

MERERE

FEL

At 1 January 2012 R-ZE——F—F—H 49
(Credit) charge to consolidated BHRA2HEBRERGIA)

statement of profit or loss Nk (6)

At 31 December 2012 and RZE——F+-R=+—H

1 January 2013 k=—E-=%—A—H 43
(Credit) charge to consolidated BERA2ERERGIA

statement of profit or loss nkk (6)

At 31 December 2013 RZZE—=F+t-RA=1—H 37

At 31 December 2013, the Group has estimated unutilised tax
losses of approximately HK$164,050,000 (2012: HK$140,335,000)
available for offset against future profits. A deferred tax asset
has been recognised in respect of estimated unutilised tax losses
of approximately HK$224,000 (2012: HK$261,000). No deferred
tax asset has been recognised of the remaining tax losses due
to the unpredictability of future profit streams. The estimated
unutilised tax losses of approximately HK$144,763,000 (2012:
HK$139,381,000) may be carried forward against future taxable
income indefinitely under the current tax legislation in Hong Kong.

The estimated unutilised tax losses attributable to a subsidiary in
the PRC amounted to approximately HK$18,508,000 (2012: nil)
that will expire within five years from the end of the reporting
period.

RAFER L FRERZ EBRLERA

Fair value
change of
property,
plant and
Tax losses equipment Total
HK$'000 HK$'000 HK$'000
nE - BER
REVTE
HBER 25 st
FET TET TR
(49) 2,403 2,403
6 (251) (251)
43) 2,152 2,152
6 (2,152) (2,152)
(37) - -

R-ZE—=F+=-A=+—8 " &%
& AT A 8 oK o m FI Z (Rt R ) A
RIS B8 49 5 164,050,0008 T (=
— —4F : 140,335,000/8 7T ) - NEE
E AT ARB AR E1E49224,000/8
TT(ZZ— 4 : 261,000/ 0) AL
ERHTBEE - AR ARETER B8 25T
PR - MAREEWER R NS EERE
RIBELERIBEE - et KRB AT B E
E#47144,763,0008 T (= — —F :
139,381,000 70 ) IRIEB BIRITHE
AR PR HAAS 82 - DA 88 R 2R FE RR B Uk
)\ °

b TR E) T 5 518 53 B K — R B ffY
BAR - B##18,508,0008 (&
——F  8#) BRREPRERFR
[ °
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The estimated unutilised tax losses attributable to a subsidiary
in Singapore amounted to approximately HK$555,000 (2012:
HK$693,000) of which the use is subject to the agreement of the
tax authority and compliance with certain provision of the tax
legislation in Singapore and may be carried forward against future
taxable income indefinitely.

At the end of the reporting period, the Group has deductible
temporary difference of HK$23,470,000 (2012: nil). No deferred
tax asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit will be
available against which the deductible temporary differences can
be utilised.

Ordinary shares of HK$0.05 each BAREEC.05H T2 TEK

H-

H-

Authorised: ERE
At 1 January 2012, 31 December 2012, R-Z——%—F—H"
1 January 2013 and 31 December 2013 —E——%+-H8 +
—E-=F—-f—
—E-=f+ZR= + H
Issued and fully paid: ERTRARE :
At 1 January 2012, 31 December 2012, R_E——F—H—H"
1 January 2013 and 31 December 2013 —E——HF+-f=+—
—T=5-H-Bk
ZE—=F+ZA=+—H

These shares rank pari passu in all respects with the existing shares.

EEEEEZERBRAR 2013F3#H

=FFt - H=+—HIFE

HETARBBH S BEREBEN — BN
MW EBAR - AEAS550008 (=%
— T4 :693,000/87T) * BHAERE
BEALHBRE - WARFAFINER
ERE TG ATEREALE -

RIERR - AEEBNREREE
23,470,000 L (=T —=4F : £&) o
F AN A] B A B HR T AeF 2= BE A (L HE 8H
JERBEF - AT ZE AT 0B E B
ERERRCHBEEE -

Number
of shares Share capital
‘000 HK$'000
B4R B A
T FET
50,000,000 2,500,000
2,431,671 121,584
ZERNERTHEBEERNEFRZE
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The 2012 scheme

On 22 May 2012, the Company adopted the 2012 Scheme (the
“2012 Scheme”) under which the board of directors of the
Company may at its discretion offer to any director of the Company
(including non-executive director), employee, suppliers, customers,
any person or entity that provides research, development or other
technological support to the Group, shareholders of any member
of the Group or any entity in which the Group holds an equity
interests and any other group or classes of persons or entities
who have contributed to the development and growth of the
Group (“Participant”) to subscribe for shares in the Company in
accordance with the terms of the 2012 Scheme. The principal
purpose of the 2012 Scheme is to provide incentive or rewards for
the participant’s contributions to the Group.

The total number of shares which may be issued upon exercise of
all options to be granted under the 2012 Scheme and any other
share option schemes of the Company shall not exceed 10% of
the issued share capital of the Company in issue as at the date of
adoption of the 2012 Scheme, unless a refresh approval from the
shareholders of the Company has been obtained. However, the
maximum number of shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the
2012 Scheme and any other share option schemes of the Company
shall not in aggregate exceed 30% of the issued share capital of
the Company from time to time.

The subscription price of the option shares granted under the 2012
Scheme shall be a price to be determined by the directors of the
Company being not less than the higher of (i) the closing price
of the Company’s shares as stated in the Stock Exchange’s daily
quotation sheet on the date of grant, which must be a business
day; (ii) the average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheets for the five trading
days immediately preceding the date of grant; (iii) the nominal
value of a share.

The total number of shares issued and may be issued upon exercise
of the options granted to any individual under the 2012 Scheme
and any other share option schemes of the Company must not
exceed 1% of the shares in issue.

The 2012 Scheme does not contain any requirement of a minimum
period and the board of directors of the Company may in its
absolute discretion impose a minimum period requirement for
each option granted will be made by the board of directors of
the Company on a case by case basis and will not be made to the
advantage of the Participants.

—E-_F5E

R-ZEBE——FEFRA=-+=-H ' K27
R —TE——FHE([ZF—=F&
2Bt ARBESEABIBM
ARG EE(BEIERTES) -
BE - H7ER BF  MASEIREN
7T~ FEE R E M Rl SR 2 T Ak
B AEETMKE AR ZBERA
EEFEEREZTMEEARARE
BErBREMKEELERMZTREMAE
RIEER 2 AT EE([28E )R
2EBRE UBRE-_Z——F:E2 K
RREARB 2B o —F——F512|
ZEBEMER B B2 EE AK
SEELER -

HRE —T— —F: 8| RAQA AT E
HEE NIRRT 2 1S TR 2 BB S A
I MmAl g 3T 2 RN A28 - T5IBB
R — T — —F:r8BHARF BT
AR Z10% @ MDA DT IR E B 5
HOERIBRAIN - RN > AIRE-T——F
T8I R A D BT E b B AR A AT 2R
BB FITEMARITE 2T BRREET
FRFARER T2 RN EEEE - A HT
BHBBARATHEETRAZ30% °

RIEBE—F——FEIR N 2 BEER D
ZRBEAR/ANREREE 2B -
PRERAT=ERERSE : MREH
AH(AREER)EBIMEARER
FRFRARA RN 2 WTE : (HRE
EROAHAMAERS A ERRMER
WERMRARRBA 2 FHRHE
(i) fn 2 EIME °

BT — T — —Ft 8l RARBEAE
BB AR 5t & T (A E A 2 B &
TTEMBEITRAIREBRITZ A - T
SHEERITRMNZ1% °

“E BT ESA T REPR
ZRE  MARREESA2ERBER
EREFAHR - ARLESHEREZ
REFEHREAESTSRTABRE
BT eR2EE 2 MasmiEh A/
MIE e
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The 2012 scheme (Continued)

The 2012 Scheme will remain in force for a period of ten years
commencing from the date of adoption of the 2012 Scheme to 21
May 2022, after which no further options will be granted but the
options which are granted during the life of the 2012 Scheme may
continue to be exercisable in accordance with their terms of issue
and the provisions of the 2012 Scheme shall in all other respects
remain in full force and effect in respect thereof.

Options granted under the 2012 Scheme must be taken up within
21 days of the date of grant. Upon acceptance of the option, the
grantee shall pay HK$1 to the Company as consideration for the
grant.

No share options had been granted or exercised under the 2012
Scheme during the years ended 31 December 2013 and 2012.
No share options had been lapsed during the years ended 31
December 2013 and 2012.

The 2002 Scheme

On 18 March 2002, the Company adopted the 2002 Scheme
(the “2002 Scheme”) under which the board of directors of the
Company may at its discretion offer to any director of the Company
(including non-executive director), employee, suppliers, customers,
any person or entity that provides research, development or other
technological support to the Group, shareholders of any member
of the Group or any entity in which the Group holds an equity
interests and any other group or classes of persons or entities
who have contributed to the development and growth of the
Group (“Participant”) to subscribe for shares in the Company in
accordance with the terms of the 2002 Scheme. The principal
purpose of the 2002 Scheme is to provide incentive or rewards for
the participant’s contributions to the Group.

The total number of shares which may be issued upon exercise of
all options to be granted under the 2002 Scheme and any other
share option schemes of the Company shall not exceed 10% of
the issued share capital of the Company in issue as at the date of
adoption of the 2002 Scheme, unless a refresh approval from the
shareholders of the Company has been obtained. However, the
maximum number of shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the
2002 Scheme and any other share option schemes of the Company
shall not in aggregate exceed 30% of the issued share capital of
the Company from time to time.

EEEEEZERBRAR 2013F3#H

=FFt - H=+—HIFE

—E-—fFatEom

T CFHERARR T 5t
FRRRE—"T_—FRA_+—HIE
TER—BEBER  WEETEE—IE
HEERE - R T —FtEIFES
IR H 2 B A AT AR IR H BT IR AR
TUAITRE - BT FHEIZGXE
PREEM T MARE T RUNRIER -

RIE-F—_FrrEREZBREER
REBME21IRARE - REARER
B - ARABRARBZMIET -
1ERERBIEZK(E -

REE-_ZT—=FR-_FT——-F+=-A
—t+—BLFE - HEBERERE -

T _FEEIRERITE c RBEZT
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The 2002 Scheme (Continued)

The subscription price of the option shares granted under the 2002
Scheme shall be a price to be determined by the directors of the
Company being not less than the higher of (i) the closing price
of the Company’s shares as stated in the Stock Exchange’s daily
guotation sheet on the date of grant, which must be a business
day; (ii) the average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheets for the five trading
days immediately preceding the date of grant; (iii) the nominal
value of a share.

The total number of shares issued and may be issued upon exercise
of the options granted to any individual under the 2002 Scheme
and any other share option schemes of the Company must not
exceed 1% of the shares in issue.

The 2002 Scheme does not contain any requirement of a minimum
period and the board of directors of the Company may in its
absolute discretion impose a minimum period requirement for
each option granted will be made by the board of directors of
the Company on a case by case basis and will not be made to the
advantage of the Participants.

The 2002 Scheme will remain in force for a period of ten years
commencing from the date of adoption of the 2002 Scheme to 17
March 2012, after which no further options will be granted but the
options which are granted during the life of the 2002 Scheme may
continue to be exercisable in accordance with their terms of issue
and the provisions of the 2002 Scheme shall in all other respects
remain in full force and effect in respect thereof.

Options granted under the 2002 Scheme must be taken up within
21 days of the date of grant. Upon acceptance of the option, the
grantee shall pay HK$1 to the Company as consideration for the
grant.

At 31 December 2013, the number of shares in respect of which
options had been granted and remained outstanding under the
2002 Scheme was 118,442,807 (2012: 118,442,807), representing
4.87% (2012: 4.87%) of the shares of the Company in issue at that
date.

—EFFASF—ALEE

—EE=EHEG

RE_TT_FEIRE 2 BRERN
W%LME$ RESEE B

BERAT=FHESE : (INEH
E%bﬁ#ﬁﬁﬂ&%x%tﬁﬁﬁ%
FFRFRARA D 2 WTE (R E
EREBEMAAARS B ERZMER
HEXRABARAN 2 FHRHE
(i) fn < EIME °

ARE T —F5t 8 R AR AU E
B AR T BIR TERMEA 2 AR
TTEMBTT RATRERITZ RIS - T
BRBBEETRN 1% °

T CFEEVESE M REAR
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The 2002 Scheme (Continued)

The following table discloses movements in the Company’s share
options granted under the 2002 Scheme during the years ended 31
December 2013 and 2012:

EEEEEZERBRAR 2013F3#H

=FFt - H=+—HIFE

—SE-FHEE)

TREBAQRRREBE ST _FEIK

LrERERBEE_T—=FR_ZF
— T A=T—BHULEFEZEHE

I
Number of share options
BREHE
Outstanding
at1.1.2012, Granted Lapsed
Exercise 31.12.2012 during during  Outstanding
Date of grant Exercisable period price and 1.1.2013 the year theyear  at31.12.2013
R=B-=
£-p-8-
“B-f
tZA=t-AR
“E-If% RZB-Z%
-B-H tZA=1-H
RABH i ] ke WA EREH EREX WA
Other eligible persons 5.10.2004 5.10.2004 t0 5.10.2014 0317 5,618,729 - - 5,618,729
EfAERAL —2EME “ZEMETARAE
TAEA —Z-RETALA
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 67,649,498 - - 67,649,498
Sk ZZERFAAZTABE
AAZTAH “E-nEAAZTRA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 27,194,648 - - 27,194,648
ZERLE “ERHEN\AZTRE
NAZTH ZE-tE\AZTH
7.9.2007 7.9.2007 t07.9.2017 0.685 13,484,949 - - 13,484,949
“ETLENALR ZEELENALAE
“E-tENALE
28.9.2007 28.9.2007 t0 28.9.2017 0.7385 4,494,983 - - 4,494,983
ZERtE ZEREENAZT\RE
MAZTNH “EEAAZTI\R
Total 118,442,807 - - 118,442,807
it
Exercisable at the end of
the year 118,442,807
RELTTE
Weighted average exercise price
(HKS) 0.476 - - 0476
EFHTEE (A1)
No share options had been granted or exercised under the 2002 REBE-E—=Fk_-_T——-—F+-H

Scheme during the years ended 31 December 2013 and 2012.
No share options had been lapsed during the years ended 31
December 2013 and 2012.

Tt BLEFERTERE-_TET_F
SFERHSR TR MREE=F
—=FR—_E——F+-_A=+—HI
FE o WEERED R -
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On 17 December 2012, the Group completed to acquire the entire
equity interests of Hamford Enterprises Limited (“Hamford"”)
from an independent third party, for a cash consideration of
HK$100,000. The directors of the Company are of the opinion that
the acquisition of Hamford is in substance an asset acquisition,
instead of a business combination, as the net assets included in
Hamford was mainly the property, plant and equipment in Hong
Kong without operation.

The effect of the acquisition is summarised as follows:

Net assets of Hamford acquired:

YE B

Property, plant and equipment

Other payables H b fE N FRIE

Satisfied by: HAR

Cash consideration ReKE

Net cash outflow arising on the acquisition: BB 2 FHRe R
Cash consideration paid BEANEERE

Jet Air Properties Limited, E-life International Holdings Limited,
Honest Talents Limited, Glory Spread Holdings Limited, Ming
Smart Development Limited, China Best Leasing Group Limited
and Clearmind Investments Limited had been inactive since
their establishment in 2011. These subsidiaries were applied for
deregistration by the directors of the Company in 2011 and the
deregistration has been completed in 2012.

RZE——F+-_A++tH AEERE
e —BBYE=FRBEECEFR
ARI([EE )22 kE  BeRE
£100,00087C - A ARIEERAWE
EREE BN —EEERESEE M
FEBEH  RAEEGHEENEETF
BXERREBNELEIVE  BE
e

Whgz FEf T
BBz HBBFEE :

HK$'000
TAT

1,043
(943)

100

100

100

B ——FRUNRETWERERAG
= REBIFR R B R A &) ~ Honest Talents
Limited ~ Glory Spread Holdings Limited
Ming Smart Development Limited ~ China
Best Leasing Group Limited }2Clearmind
Investments Limited 2 4848 | E2£7% o IRZF
— % ZEWNBARIEBARRIEERH
EREE - WER T ——FmK -
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The Group as lessee AEEEREEA
At the end of the reporting period, the Group had commitments RERE IR - NEEREN THHRE
for future minimum lease payments under non-cancellable M AN EREEN  BEXEES
operating leases which fall due as follows: AENTR
2013 2012
HK$'000 HK$'000
—E-=fF —2——F
FTHERT FHET
Within one year —FR 1,608 1,846
In the second to fifth years inclusive F_EFAF(BEEEME) 140 1,705
1,748 3,551
Operating lease payments represent rentals of the Group for its a7 AEBRERAE
office premises. Leases are negotiated for a range of one to five EYMHES - EHEERLOcHE A
years and rentals are fixed for a range of one to five years. —E=2RF  mR—E=RFHEHAR M

Commitments contracted but not
provided for in respect of:
— Construction of property,
plant and equipment
— Acquisition of subsidiaries (Note 38)

EERBIIEE

2013 2012
HK$’000 HK$'000
—E-=F —=E=—=
FET FHT
EETHE RN AR A B iR e
ZHEYE
—M%E - BEREHELIR
5 10
— BB B B A m (Fi7E38) 970,000 =

970,005 10
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The Group enrolled all Hong Kong employees in the MPF Scheme.
The assets of the MPF Scheme are held separately from those
of the Group, in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs or maximum HK$1,250 per
month for each employee to the MPF scheme, which contribution
is matched by the employees.

The Group’s subsidiaries operating in the PRC and Singapore
participate in defined contribution retirement schemes and CPF
Scheme organised by the relevant local government authorities
in the PRC and Singapore respectively. These subsidiaries are
required to contribute a specified percentage of its payroll costs
to the retirement benefit schemes to fund the benefits. The only
obligation of the Group with respect to the retirement benefit
schemes is to make the specified contributions under these
schemes.

The total cost charged to profit or loss of approximately
HK$190,000 (2012: HK$152,000) represents contributions payable
to these schemes by the Group in respect of the current accounting
period.

Apart from the balances disclosed in the Note 28, the Group also
entered into the following transactions with related parties:

(@) During the year ended 31 December 2013, loan interest of
approximately HK$2,552,000 (2012: HK$2,052,000) and nil
(2012: HK$262,000) was payable by the Group to a non-
controlling interest of a subsidiary and a related company
respectively.

AEEEREREEEESEBESE
g - BB B EERAREEED
FRA  XHFEEARESHEAIEH -
AEBIZARHFHA A Z5% KB E
S&m&H1,2508 T ABEE 5 EIE
s - EEE 2 RS E

AREBMN AP B L INREE 2 B AR
7 Bl 2 B gy mp B N R DA AR B 1 05 BT
BRFT &M 2 SR E WACR NG BI R PR A
BEETE - ZEWB R RARF KA
ZEFE B o Lo AR RAR MR I E H R
AR Ed - REBIER KB E
m2E—BERFEHABIIEE <K -

RIB 2 HBR 2 485K 7K 49 190,000 7% 7T
—ZT— 4 : 152,000 ) EEAEH
RASH RN ZETE ZHER -

BB 28 FT I BB 2 A& BRSD - A& BN
BEERAIZ RS :

(a) REBE-—T—=F+-A=+—
HIEFE A£EBRA—FHENBA
ARk —TERED R FEIERERS D
B Sz 4 B F A B #92,552,0008 7T
(ZZE—=4% :2,052,000/&7T) &
THIL(ZFT—_4F 262,000/
TT) °
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(b) Compensation of key management
personnel

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

Short-term benefits EEE A
BEES 12 & T

Post-employment benefits

The remuneration of directors of the Company and key
executives is determined by the remuneration committee
having regards to the performance of individuals and market
trends.

On 16 August 2013, the Company entered into an acquisition
agreement with Rich Planet Investments Limited, Noble Justice
Holdings Limited and Evergreen Lake International Limited
(collectively the “Vendors”), independent third parties of the
Group, pursuant to which, the Company conditionally agreed
to purchase the entire issued share capital of Lead Best Asia
Company Limited (the “Proposed Acquisition”) at a consideration
of HK$1,020,000,000, which will be satisfied by cash, convertible
bonds, promissory notes and ordinary shares of the Company.

However, on 24 January 2014, the Company and the Vendors
entered into a termination agreement to terminate the Proposed
Acquisition (the “Termination Agreement”). All deposits paid by
the Company to the Vendors were returned to the Company in
accordance with the Termination Agreement. Thereafter, none of
the parties shall have any claim or demand against other parties or
in respect of the Proposed Acquisition.

BEEEERARAT 20136®% 127
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(b) TEEEASHM

ARRESREMEREEAR

RENZBME0T -

2013 2012

HK$'000 HK$'000
—B-=F —F=F
TER FTAT

3,435 2,236

51 28

3,486 2,264

RARBEERETETHRAB M
THFMEEGL2EEARRRK
MIGBLEERE -
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Details of the Proposed Acquisition and the Termination Agreement
are set out in the announcements of the Company dated 13 June
2013, 9 August 2013, 16 August 2013, 30 August 2013, 13
January 2014, 21 January 2014 and 24 January 2014.

On 17 April 2013, the Company, as one of the respondents,
and certain of its former directors were served a petition (the
“Petition”) by the Securities and Futures Commission in relation to
certain past transactions of the Group. The hearing for preliminary
directions relating to the Petition was heard in the High Court on
31 July 2013. A second hearing for further directions will be heard
at the High Court upon compliance of the order in the previous
hearing. Based on the opinion of the independent legal adviser
of the Company, the directors of the Company consider that the
Petition does not have significant financial and operating impact on
the Group.

Details of the Petition are set out in the announcements of the
Company dated 18 April 2013 and 31 July 2013.

During the year ended 31 December 2013, the finance cost
related to a loan from a non-controlling interest of a subsidiary of
approximately HK$2,552,000 (2012: nil) was accrued and has not
been paid.
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Non-current assets
Plant and equipment
Investments in subsidiaries

Current assets
Other receivables
Amounts due from subsidiaries (Note a)
Bank balances and cash

Current liabilities
Amounts due to subsidiaries (Note b)
Other payables

FRBEE
5 Bk
RBRARZRE

MBEE
H At fE UL IR
P K2 B 8 xR SRR (BT R (a)
RITHEBREARS

MEBE
FERTPH 8 2 B3R IR (£ (b))
H{th & 5RIR

Net current assets mENEEFE
Capital and reserves B % (et
Share capital [N
Reserves (Note ¢) et (P EE(0))
Notes: B EE -
a. The amounts are unsecured, non-trade in nature and repayable on a.
demand, other than an amount of approximately HK$78,497,000 (2012:
HK$78,297,000) (carrying interest at 1% over Hong Kong prime rate per
annum), the remaining balances are interest-free.
b. The amounts are unsecured, non-trade in nature, repayable on demand b.

and interest-free.

2013 2012
HK$'000 HK$'000
—EB-=5F —=E—=
FHET FHET
18 18
18 18
50,439 371
48,068 140,424
115,759 184,597
214,266 325,392
2,500 -
9,070 8,534
11,570 8,534
202,696 316,858
202,714 316,876
121,584 121,584
81,130 195,292
202,714 316,876

ZABERERR  BIEBHEE RAREX
B8 - B—E AHH78,497,0008 L (=F
— 4 : 78,297,000/ 70 ) Z KB (IR E B
SEBEFFELFIEE)IN  BREH AR

w

ZHEREER BFEHUE
BEREE -

P BEER
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Notes: (Continued)

C. Reserves

Share
premium
HK$'000
RADEE
T
At 1 January 2012 R-FE——F—A—H 278,145

Total comprehensive expense FAZAXLER
for the year -

At 31 December 2012 and R-ZB-——F+-A=t+-8K

1 January 2013 —Z-=f—f—H 278,145

Total comprehensive expense FREATHARE
for the year -
At 31 December 2013 RZE-—=f+-A=+—-H 278,145

The contributed surplus of the Company represents the excess of the
fair value of the shares of the subsidiaries acquired pursuant to the
reorganisation prior to the listing of the Company’s shares on the Main
Board of the Stock Exchange in 1996 over the nominal value of the
Company's shares issued in exchange thereof.

Under the Companies Act 1981 of Bermuda (as amended), the contributed
surplus of the Company is available for distribution. However, the Company
cannot declare or pay a dividend or make a distribution out of contributed

surplus if:

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

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

ot E

G

Contributed
surplus
(Note)
HK$'000
BABH
i)
TER

48,311

48,311

48,311

(%)

fFE

Share

options  Accumulated
reserve losses Total
HK$'000 HK$'000 HK$'000
BRERE RitER @zt
FHET FHET AR
31,132 (153,752) 203,836
= (8,544) (8,544)
31,132 (162,296) 195,292

= (114,162) (114,162)
31,132 (276,458) 81,130

ARABZEABBERRRABRM R NN
FAERB AT ER _ETAT - AR R E AR AT U T
BRRAZBOHAFEBLERRBMETZ
ARBBROEEZER -

BREBRE-NN\-FAREEER) &
RAZHABBARDIK - ARBTEE
THERT BFABRBEIRFIK RS RIE
HAIK :

(@) ARBEHNIRN RN ENEED
HEf =®

(b) ARBEEZAZFEBENKRMNEE
REEE  BBTRAREMEER
ZHH o



Name of subsidiaries

HEARER

Jet Air (Singapore)
Private Limited

RO BRAA

Jet-Air (H.K.) Limited

RLTE(RR)BRAA

Global Star Corporate
Management Limited

REGEEEBRAR

Jet Dispatch Limited

Jet Dispatch Limited

Gujiao City Hongxiang Coal

Industry Co., Limited*
ARMERFEERAA"

Place of
incorporation
and operation
ERELR
EXBE

Singapore

A

Hong Kong

i

Hong Kong

Bk

United States of
America

B

PRC

T

EEEEEZERBRAR 2013F3#H

For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

Nominal value of
issued and fully
paid share capital/
registered capital
BEARARRA
HE/ERER

SGD500,000

500,000% 7T

HK$200

2007

HK$10,000

10,0007 7T

UsD3,000

3,000%7T

RMB50,000,000

AR50,000,00070

* The English name is for identification purpose only.

Proportion of nominal value of issued
share capital/registered capital

held by the Company
RRAMBERIRAEE/
EfEAL A
Directly Indirectly
E& GhS

2013 2012 2013 2012
% % % %
ZE-Zf —F-—- “E-zF —F-—F
% % % %
- - 93 93
- - 100 100
100 100 - -
- - 100 100
- - 55 55

*

AXERHERZE -

P

Principal activities

IREH

Air freight forwarding and
brokers for airline and
shipping companies

ZE Rz
r YN

Trading of securities

EHER

Trading of securities

R

%R

i

A

Freight forwarding agent

SENE

Manufacture and
sales of coal
B REEER
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For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

All subsidiaries are companies incorporated with limited liability in
the respective jurisdictions.

None of the subsidiaries had issued any debt securities subsisting at
the end of both years or at any time during both years.

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

At the end of the reporting period, the Company has other
subsidiaries that are not material to the Group. The principal
activities of these subsidiaries are summarised as follows:

Principal activities Principal place of business

FTEEH TEERMN

Investment holding BVI/Hong Kong

REZER EBEREE/BE
Inactive The PRC/BVI/Hong Kong
RIE HEEERLHE BB

The table below shows details of non-wholly owned subsidiaries of
the Group that have material non-controlling interests.

PrA M A 118 REA B AR R
KL ZBRAT e

B 0 D2 4 A5 R 4 O£
IR R AL 4041 B 2 RV A (LA DA 2

R ES -

ERAIIBZAKENERRSARE
EER/PAEEXEHEEBNTIE
TEZHBRAE c ARAREERR 12
HEAMMB AR 2 F B R ERERRIT
£ o

RBEHRR - ARRAHMEAEE L
TEAZWMBARF - ZEFMBRRZE
ZERBHANT -

Number of subsidiaries

MEBLATHE
31 December 31 December
2013 2012
—E-=F —E—-F

+=B=+-8 t=A=t-A

7 7
6 6
13 13

TR FEEERFERERZAEE
FEEMBRRZFFE
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For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

Place of
incorporation
and principal
Name of subsidiary place of business
SRR
WEARERE e
Suntech Group HK/PRC
EERE &/

Individually immaterial subsidiaries
with non-controlling interests

AR ERZHBAR -
e g

Portion of ownership
and voting rights held by
non-controlling interest
FERBRAFAEER

RELA
2013 2012

—E-=f —T-——-F

45% 45%

The summarised financial information in respect of the Group’s

subsidiary that has non-controlling interests that are material to the

Group, before intragroup eliminations:

Suntech Group
FEEH
Current assets

Non-current assets
Current liabilities

Capital (deficiency) surplus (Equity
attributable to owners of the Company)

Profit (loss) allocated to
non-controlling interests

PREFERERZ
A (F8])

2013 2012
HK$'000 HK$'000
—EBE-=f Z—T-——-F
THAR FHL
(24,175) 5,480
10 9
(24,165) 5,489

Accumulated
non-controlling interests

Bt EERER

2013 2012
HK$'000 HK$'000
—E-=f Z—T-——-F
THAR FHEL
(9,543) 13,108
0] (17)

(9,550) 13,091

M 5 2 ) 4 P 3
MZBBAR - REWBAREAHA
EEEA IEERAES -

RBEE
FRBEE
mBAE

2013
HK$000
—E—=

FTHET

64,297
35,817
(121,321)

BER(BM) B (RRRER A

()

(21,207)

2012
HK$'000

= —

TET

94,906
49,597
(115,374)

29,129
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Revenue
Cost of sales

Gross (loss) profit
Other income
Expenses

(Loss) profit before taxation
Taxation

(Loss) profit for the year
Other comprehensive income

(Loss) profit and total comprehensive
(expenses) income for the year

Net cash from (used in) operating activities
Net cash used in investing activities
Net cash (used in) from financing activities

Net decrease in cash and cash equivalents

134  china Best Group Holding Limited Annual Report 2013

For the year ended 31 December 2013 B EZE=—F—=F+ A=+ —HIFZF

Yzs
SHERA

EE)M
HUA
g

BB AT (&R ) A
I8

FRBER)EF
Hip 2 mEUEA

FRBER)ENREH
()%

REXBAE(FRA)ZRFER
REZBAAZESFER
BMERH (IR ASZHESFR

RehkReFEEB ZMDFR

2013
HK$'000
—E-=fF
FTHERT

40,620
(57,038)

(16,418)
2,571
(39,729)

(53,576)
(146)

(53,722)
3,551

(50,171)

2013
HK$'000
—EB—-=fF
FHERT

12,464
(12,340)
(1,608)

(1,484)

2012
HK$'000
—T——F
FET

95,036
(67,018)

28,018
65
(9,051)

19,032
(6,854)

12,178
369

12,547

2012
HK$'000

=—
—%3 —

TET

(49,258)
(4,130)
11,027

(42,361)
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For the year ended 31 December 2013 B EZE=—F—=F+=-HA=+—HIFZF

Certain comparative figures have been reclassified to conform to
the presentation of the current year and such reclassification has
no impact on the Group's result for the year ended 31 December
2012. In particular, for the purpose of better representation of
the Group’s activities, pledged bank deposit of approximately
HK$61,000, which had previously been recorded under “Bank
balances and cash” in the consolidated financial statements for the
year ended 31 December 2012, was recorded under “Pledged bank
deposit”.

Comparatives have been restated to conform to the presentation
of the current year. However, the changes to the comparatives
have not affected the consolidated statement of financial position
at 1 January 2012 and accordingly the consolidated statement of
financial position as at 1 January 2012 is not presented.

ATUHRBFTEEFHE  UWHFEARF
EZ25A - MBEBEEHSELHAE
Bz ——F+-A=+—HLF
ErEBEWELE - LHE - BEAMX
E2IAREE 2 ¥ - DEBRITERLY
61,0008 TREFABE_T—Z=F
T A=+ —HIEFEZEATBHHE
AT [RITE#REES] R ATEE
PIRITFF] ©

HETHRAFEED  UAHARFERN
2575 - A - REFZEHY &
TERN_T——_F A BZBEWH
AREK - REL - WEEINN -F—=
F-A—AZHEEMBHIRRAR
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Revenue

(Loss) Profit before tax
Income tax credit (expense)

(Loss) Profit for the year

(Loss) Profit attributable to:

Owners for the Company
Non-controlling interests

(Loss) Profit for the year

Total assets
Total liabilities

Equity attributable to Owners
of the Company
Non-controlling interests

Bt Bl (&5 8) i 7
A BiE % (B 2)

FR(EE)EA

(E518) %A

M N FISIRER

E/NCIEZ 2SN
FEFEAR M A

FAER)RF

BERE
BfERE

E/NCIEZ 2SN
FEfEHE R
FEIE Rt aR

Year ended 31 December

2013 2012 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
BE+=-A=+—-BHLEE
—B-=F ZF--F T % ZTFTF
FHET FHET FET FET
47,739 102,941 34,044 7,860
(103,326) 9,161 6,852 (55,282)
2,999 (6,604) (1,231) (10)
(100,327) 2,557 5,621 (55,292)
(76,162) (2,932) 5,896 (55,255)
(24,165) 5,489 (275) (37)
(100,327) 2,557 5,621 (55,292)
As at 31 December
2013 2012 2011 2010
HK$°000 HK$'000 HK$'000 HK$'000
R+=—HA=+—8

= —T——-F —T—F —T-FF
FEx FHET FET FHET
346,758 447,765 466,097 335,183
(86,943) (90,949)  (112,522) (20,442)
259,815 356,816 353,575 314,741
269,365 343,725 346,197 314,768
(9,550) 13,091 7,378 (27)
259,815 356,816 353,575 314,741

2009
HK$’000

—ZETNF
FHBT

6,661

6,319
43

6,362

6,362

6,362

2009
HK$'000

—ETNF

TET

389,130
(19,775)

369,355

369,355

369,355
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