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CORPORATE INFORMATION 2 A& #}

BOARD OF DIRECTORS

Executive Directors

Mr. Wei Tingzhan (Chairman)
Mr. Li Jianwen

Ms. Li Chunyan

Mr. Liu Yuejin

Non-executive Directors
Mr. Gu Hanlin
Mr. Li Shunxiang

Independent Non-executive Directors

Mr. Fan Faming
Mr. Huang Jiangming
Mr. Chung Chi Kong, cPA

AUDIT COMMITTEE

Mr. Chung Chi Kong, cra
Mr. Fan Faming

Mr. Huang Jiangming

NOMINATION COMMITTEE

Mr. Wei Tingzhan
Mr. Fan Faming
Mr. Huang Jiangming

REMUNERATION COMMITTEE

Mr. Wei Tingzhan
Mr. Fan Faming

Mr. Huang Jiangming

SUPERVISORS

Ms. Qu Xinhua

Ms. Wang Shuying
Ms. Yao Jie

Mr. Chen Zhong

Ms. Cheng Xianghong
Mr. Yang Baogun
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JOINT COMPANY SECRETARIES

Mr. Keung Siu Fai, cra
Ms. Li Chunyan

AUTHORISED REPRESENTATIVES

Ms. Li Chunyan
Mr. Keung Siu Fai, cra

QUALIFIED ACCOUNTANT

Mr. Keung Siu Fai, crPa

COMPLIANCE ADVISER

DBS Asia Capital Limited

AUDITORS

Ernst & Young

LEGAL ADVISERS

As to Hong Kong law:
Richards Butler

in association with Reed Smith LLP

As to PRC law:

Jun Ze Jun Law Offices

INVESTORS AND MEDIA RELATION CONSULTANT

iPR Ogilvy Ltd.

PRINCIPAL BANKERS

Agricultural Bank of China
Tuanjiehu Branch

2 Tuanjiehu North Road
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CORPORATE INFORMATION 2 &&#!

BEATNE
ZIRIBAE - cra
THEFMZE

REAX

THEFLE
ZKBEE - cra

EERET
ZIRIBIAE - cra

RERE[
ERTMNBERRAR

B BED
KGR B ETEPT

TREEER

BREE
BB aEaTT
BIEER T ETT

REDER
BEEEMEBH

REENRERBRER

iPREZENFE

FEERBRIT
HEIRERIT
B AT
REIE R
R

I i AL B 2 5%

CEENFFR LRREREEHESERGHERAF



CORPORATE INFORMATION 2 &]&#!

Bank of Beijing

Jiulongshan Branch

117th Building

Jinsong Dongkou Nongguang Lane
Beijing PRC

HONG KONG SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
17th Floor, Hopewell Centre

183 Queen’s Road East

Hong Kong

REGISTERED OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

Block No. 45
Xinyuan Street
Chaoyang District
Beijing PRC

PLACE OF BUSINESS IN HONG KONG

20th Floor
Alexandra House
16-20 Chater Road
Hong Kong

SHAREHOLDERS’ ENQUIRIES CONTACT INFORMATION
OF THE COMPANY

Department of Investor Relations
Tel: 0086-10-64603046
Fax: 0086-10-64611370

COMPANY WEBSITE

www.jkl.com.cn

STOCK CODE

814
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GROUP STRUCTURE &£ E 2815

As at the date of this report, the shareholders and subsidiaries of Beijing
Jingkelong Company Limited were as follows:
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e
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Beijing Chaoyang Auxiliary

Other domestic shares

H shares shareholders

Food Company shareholders % e &
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40.61% 15.20% 44.19%

Beijing Jingkelong Company Limited
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CHAIRMAN’S STATEMENT EE&K#HE

Dear shareholders,

On behalf of the board of directors (the “Board”) of Beijing Jingkelong
Company Limited (the “Company” or “Jingkelong”), | am delighted to
present the annual results of the Company and its subsidiaries (collectively
the “Group”) for the year ended 31 December 2009 (the “Reporting
Period”).

RESULTS REVIEW

Looking back at 2009, under the impact of the decline in global economy
and depressing domestic consumption market, we calmly analysed
and handled, seized opportunities, tackled challenges and overcame all

disadvantage factors in achieving the current year’s operating results.

With respect to our retail business, in spite of facing the pressure of
receding economy, market decline and intense business competition,
the Company insisted on regional development strategy and careful
selection of suitable location for its new shops to stabilise its market
share. Meanwhile, certain mature retail outlets have undergone decoration
and upgrading according to plans to improve shopping environment. On
the other hand, the marketing strategy was timely adjusted and through
various measures such as increase in promotion effort and adjustment
of product mix, resulted in an increase in sales during the second half

of the year.

Regarding our wholesale business, under the impact of the depression
in macroeconomy and market consumption, and in particular, the drop in
consumption of upscale wines and the significant fall in price of edible oils,
the Group’s wholesale business has encountered unprecedented impacts
and challenges during the Reporting Period. In spite of facing series of
difficulties, our wholesale operation and management team tackled all
difficulties, developed the market proactively and stabilised operation
results as such that our wholesale revenue has gradually rebounded in
the second half of 2009.
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CHAIRMAN’S STATEMENT EER#f%E

During the Reporting Period, the Group mainly achieved the following:

— Adding 31 new retail outlets with net operating area of approximately
15,900 square metres and the total number of retail outlets reached
246;

- Revenue was approximately RMB6,691 million, maintained at

approximately the same amount of 2008;

- Gross profit was approximately RMB931.7 million, maintained at

approximately the same amount of 2008;

- Gross profit margin was approximately 13.9%, represented a slight

increase as compared to 13.8% in 2008;

- Profit attributable to equity holders was approximately RMB147.8
million, represented a decrease of approximately 5.7% as compared
to 2008;

- Basic earnings per share was approximately RMB35.9 cents; and

- Final dividend per share was RMB18 cents (tax inclusive, 2008:
RMB21 cents).

PROSPECTS

The Chinese government takes the measures of expanding domestic
demand as the long-term strategy and basic starting point for promoting
economic growth. The Central Economic Working Conference convened
in December 2009 proposed to expand the domestic demand, in
particular, to increases the resident consumer demand as the key point,
will hopefully stimulate the promotion of consumption policy in 2010. In
addition, the resumption of rise in resident income, the positive impact of
slight inflation, the promotion of consumer confidence resulting from the
wealth obtained from the stock and property markets, and the promotion
of relevant national consumption policies, will become the momentum for
the continuous growth of domestic consumption market in 2010. Retail
and wholesale businesses of daily consumer goods, which representing
domestic demand business, shall benefit the most from the domestic
demand policy. Under the impact of increasing income level of local
residents in cities and towns, acceleration of urbanisation, promotion of
consumption, change of consumption concept and other factors, the
mode of chained retail outlets satisfying the needs of consumers in the

consumption market shall obtain long-term development potential.
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The Group which is engaged in the retail of daily consumer goods
and wholesale distribution business will has significant development
opportunities in 2010. We shall speed up our development step,
continue to optimise our existing retail and wholesale distribution
network simultaneously, perfect our logistics distribution system, take the
consumer demand as the guidance in adjusting our operation structure
and marketing strategy, and implement strict control on our cost and
expense budgets in promoting the effectiveness of our operation. Based
on the prestige of the Group’s brand as well as our valuable experience
in deep understanding of the regional retail and wholesale markets,
we shall use our best efforts, overcome the challenges and seize the
opportunities to develop the Group’s business positively and bring the

best investment return to all shareholders.

APPRECIATION

On behalf of the Board, | would like to express our sincere gratitude to
our shareholders for their trust and support to the Group, thanks to all
investors, business partners, suppliers and customers for their support
and assistance, and our appreciation to all staff and the management
team for their hard work and contributions to the Group during the
Reporting Period.

Wei Tingzhan

Chairman

Beijing, PRC
19 March 2010
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MANAGEMENT DISCUSSION AND ANALYSIS &2 &t ko

BUSINESS REVIEW

In 2009, under the continual influence of the financial crisis, overall sliding
in global economy, downfall of domestic resident consumption demand
and depression of consumer price index have brought unprecedented
challenge to the retail and wholesale businesses of fast moving consumable

goods.

Facing the severe macroeconomic situation, the Group adopted the
counter measures positively in minimising adverse effects. On the one
hand, the Group insisted on steady development strategy in expanding
its distribution network, cautious opening of new retail outlets, and
repairing and upgrading of certain existing retail outlets striving to maintain
and enlarge its market share. On the other hand, the Group enlarged
its effort in enhancing its operation and management level, perfected
its headquarter establishment, adjusted its procurement operation
mechanism, increased promotion incentives and controlled cost and
expenses. As a result, the Group achieved bouncing back of sales in

the second half of the Reporting Period.

Steady development of distribution network, improved
operation conditions

During the Reporting Period, the Group continued to insist on regional
development strategy. Nine new directly-operated retail outlets (including
one hypermarket, three supermarkets and five convenience stores) were
established in Beijing and its peripheral, and 22 new franchise-operated
convenience stores were also set up. Four convenience stores were set
up in Langfang, Hebei Province which enlarging the network coverage

and enhancing the competitiveness of the Group in this area.

In order to tackle the adverse effects of the financial crisis and intense
market competition, the Group has enlarged its effort to repair and
upgrade its mature retail outlets during the Reporting Period. One
hypermarket and two supermarkets were closed and underwent repair
and upgrade according to the updated design ideas, resulting in obvious
improvement in the shopping environment and accordingly, increasing

its attractiveness to customers.
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MANAGEMENT DISCUSSION AND ANALYSIS B E&Twm & 247

During the Reporting Period, the Group continued to integrate the

Shoulian delegated stores according to its plan, and adopted measures
positively to improve the operation conditions and profitability of these
stores. Redesign, decoration and upgrading according to the standards
of Jingkelong’s retail outlets were conducted in six Shoulian delegated
stores during the Reporting Period, the shopping environment and shop
appearances of which have remarkably changed, resulting in obvious

promotion of operating results.

The following table sets out the number and net operating area of the

Group’s retail outlets as at 31 December 2009:

BEBMA - AEBEBZRAEERITEEH
ETRG  BERIUEESRELZLENRNMEF
B RMEHARBREREHONRESHR
st RFEEBGE B REF6R - KEYIRE MR H#E
PR3 REREBRERTT

FEFEHE PREET

Department Convenience
stores Hypermarkets Supermarkets stores Total
B Nt mEEN ERE =5
Number of retail outlets ZEMEHA

Directly-operated BEE 1 50 58 116
Franchise-operated FrRTINERJE - - 1 105 106
Shoulian delegated stores BHITEES 1 2 21 - 24
2 9 72 163 246

Net operating area FEEER

(square metres) (ERXK):
Directly-operated BEEE 27,800 60,952 107,699 13,214 209,665
Franchise-operated FET IR - - 880 19,906 20,786
Shoulian delegated stores HETEES 19,300 14,071 42,809 - 76,180
47,100 75,023 151,388 33,120 306,631
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MANAGEMENT DISCUSSION AND ANALYSIS &2 51w & 27

Strengthened procurement, distribution and operation
management, promoted core competitiveness

The Group expanded the scope of market investigation and study
unceasingly as well as the efforts for introducing procurement channel,
developing new commodities and elimination of obsolete commodities.
Meanwhile, the management skill of commodity procurement was
promoted through conducting site inspection by suppliers, enlarging the
effort on restraining goods delivery by suppliers, refining of commodity
stocking management and other means. The distribution efficiency
of commodities was enhanced through strengthening the system
established in the logistics centers and integration of business flow as
well as strengthening storage management, reducing distribution delay,
optimising loading link, promoting the level of standardised work and
strictly following the requirements during distribution.

The Group continued to strengthen base establishment and procurement
source of its live and fresh produce. Vegetables planting order agreements
were entered into with the vegetable bases located in Guan of Hebei,
Yanqing, Shunyi and other area. The Group also attempted site package
procurement for certain fruit and vegetable products to effectively reduce
procurement cost. The adoption of direct allocation from base to retail
outlets has simplified commodity distribution process, reduced commodity
wastage, shortened display cycle and enhanced commodity freshness.
The development of competitions for the management of live and fresh
produce, resulted in enhancement of display skill, selling methods,
sanitary management, flow standard and other aspects of live and fresh

produce and also further promoted its overall management level.
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MANAGEMENT DISCUSSION AND ANALYSIS BBk 247

The Group increased its efforts in the marketing of retail outlets. The skill
of marketing strategy was promoted through market investigation and
study, marketing effect analysis, prediction of price tendency, scientific
implementation of marketing plan and prompt learning from experience.
The operation ways were enriched by putting more effort in promotions
during the weekends, festivals and holidays, and implementing more than
ten promotion means such as instant discount on purchase and buy two

similar items with a 25% discount.

Strengthened headquarter establishment, promoted operation
management level

In order to refine the functions of the headquarter, integration of the
headquarter departments and merger of departments with similar functions
were conducted in the Reporting Period. Refining 19 new departments
from the preceding 28 departments as well as the implementation
of refined management have established a simplified and effective
operational mechanism for the headquarter. The reconfirming of the
post of each headquarter department, formulation of post conditions and
implementation of strict examination and inspection and post competition
have simplified and optimised its staff structure. As such, the foundation
of a centralised procurement management system was established. As a
basis to strengthen the inspection and supervision on the management
and operation of retail outlets, the post responsibility of the operation
department was reformulated in enhancing the efficiency of centralised

operation and management.

For the purpose of achieving the standardisation of shop management
and formulating the design standard of different business conditions, the
task for the standardisation of decoration and layout for hypermarkets
and supermarkets has basically been completed. The standardisation
of exterior image, guidelines for indoor and outdoor, design decoration,
materials and other aspects enabled the retail outlets to basically achieve
the standard of hardware and appearance. Accordingly, the first step
of standardising the operation of retail outlets was realised and the

foundation for the establishment of a standardise system was laid out.
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MANAGEMENT DISCUSSION AND ANALYSIS B2 Exmm Kk 27

Enhanced service level, consolidated customer loyalty

The Group continued to develop its membership reward card functions
and strengthen member services in order to attract and retain its key
customers and promote customer loyalty. Members’ rewards were
adjusted from a yearly basis to a combination of quarterly and yearly basis
and quarterly reward activities were launched. Through strengthening the
analysis of member consumption data, promotions of target-oriented
commodities to members were launched. The functions of “cents storage”
were developed for membership reward cards which stimulated members’

purchase and also attracted more new members.

In respect of measures for the convenience of customers, apart from
adherence to traditional services, certain new services according to
customer demands were timely introduced, such as installation of
payment terminals, addition of wheelchairs and mechanical type three-
dimensional garages and other facilities in certain retail outlets which
not just offer convenience to customers but also, to a certain extent,

enhanced the corporate image of Jingkelong.

Operation results

The following table sets out an analysis of the revenue and gross profit
margin contributed by the Group’s directly-operated hypermarkets,
supermarkets and convenience stores, and commissions earned from

concessionaire sales.

RABRBAF - BEDEEELTE

RBPESIMREEHEP,  RABTLBE - TH
TREBRME  MEYEENRY - HEEN
CffmE - FEOEARAFTEAFEORAS
& BFEHABEOEGELE  BBMAREEH
BREON  AittEL eSS Em e
HeBRITEEITEMEVRETTAR T
BAETEZQRBERFHE  RBHRRST
FLIGBEETMEGE R AN (REEHIH

® o
=

EERRBEEL  RESERNOREEE
REBBEEFERIEM—LHEIFE - WEID
EHREGELR  BNHFEESHMAER
EESERE TMERBEE®KTEN  REBE
—ERELRATREENGETR -

RERE
TREJNAKEEERES KA@M REFE
A REN R RFFEEHERASNDITER -

Increase/
2009 2008 (Decrease)
—ZEEhE —ETNF #im, CEa)
RMB’000 RMB’000 (%)
ARBTT ARETIT (BEZ L)
(Restated)
(EFHmE)
Revenue PN
Directly-operated retail outlets: BEEEH
Hypermarkets = 1,000,240 1,003,956 (0.4)
Supermarkets RAEETm 1,836,552 1,813,003 1.3
Convenience stores AN 250,271 249,016 0.5
Sub-total NET 3,087,063 3,065,975 0.7
Gross profit margin (%) EFE (%) 16.4 16.4
Commission from concessionaire sales 43:FEEHEHLIKA 23,148 17,551 31.9
Including Jiulong department store EABREERS 23,148 15,370 50.6
Total retail revenue ZEWAEE 3,110,211 3,083,526 0.9
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MANAGEMENT DISCUSSION AND ANALYSIS B BT & 247

During the Reporting Period, the Group achieved about the same level
of revenue and gross profit margin in 2008 of its directly-operated retail

outlets.

The revenue and gross profit margin of the Group’s wholesale business

are analysed as follows:

BEHRAREEETEERRARER 8-
TEN\EEARTE -

REBHBEXBRARENEOOMT

2009 2008 Decrease

—EEhE ZETNF >

RMB’000 RMB’000 (%)

ARETR AR®EFT (BEZt)

Revenue recognised by Chaopi Trading I E R EMB AR

and its subsidiaries BIRHBA 3,636,068 3,677,352 1.1
Less: Intersegment sales B D EEIEE (521,670) (5657,517)
Sales to franchisees by the Company RAREMNBIERHE 459,093 474,475

Consolidated wholesale revenue Aot BB A 3,573,491 3,594,310 0.6
Gross profit margin*(%) EFMNE* (%) 10.3 10.3

* This represents gross profit margin recognised by Chaopi Trading and its

subsidiaries including intersegment sales.
The slight decrease in wholesale revenue recognised by Chaopi Trading
and its subsidiaries of approximately 1.1% during the Reporting Period

was primarily due to the significant fall in price of edible ail.

The gross profit margin recorded by the wholesale business in 2009

maintained at approximately the same level of 2008.
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MANAGEMENT DISCUSSION AND ANALYSIS B2 Ermm Kk 247

FINANCIAL RESULTS

Revenue WA

Gross profit EH

Gross profit margin(%) EFE(%)
Other income and gains H AU e Wz
Selling and distribution costs B K D BHBC AR
Administrative expenses THRAX

Other expenses HEMAX
Finance costs BE A A
Income tax expense PRAS TR 2
Profit for the year FERA

FERE (%)

HRRREARGFE

(SYNCTECY PN 3
FMEE(%)

BRERAN - AR

Net profit margin (%)
Profit attributable to owners of the parent
Net profit margin attributable to

owners of the parent (%)

Basic earnings per share-RMB

Revenue
Revenue represents the net invoiced value of goods sold, after deduction

of the relevant taxes, and allowances for returns and trade discounts.

The 2009 Group’s revenue maintained at approximately the same amount
of 2008.

Gross profit and gross profit margin
During the Reporting Period, the gross profit and gross profit margin of

the Group maintained at approximately the same level of 2008.

Other income and gains
Other income and gains mainly comprise income from suppliers for display
space leasing income and promotion income, rental income from leasing

and sub-leasing of properties and counters, and interest income.

The Group’s other income and gains increased by approximately 22.6%
from approximately RMB345.6 million to approximately RMB423.7 million
in the Reporting Period, mainly due to the increase in income from
suppliers of approximately 35.3%.

MR
Increase/
2009 2008 (Decrease)
—EENF —EEN\F &, CRid)
RMB’000 RMB’000 (%)
AR®T T ARBTT (AHLL)
(Restated)
(BFHEE)
6,691,036 6,683,791 0.1
931,720 924,270 0.8
13.9 13.8 0.1
423,709 345,568 22.6
(744,743) (669,770) 11.2
(226,943) (195,360) 16.2
(45,069) (83,333) 35.2
(85,109) (91,100) (6.6)
(65,049) (76,581) (15.1)
188,516 203,683 (7.4)
2.8 3.0 (0.2)
147,783 156,758 (5.7)
2.2 2.3 (0.1)
35.9 cents 38.0 cents (5.5)
LON

WA EEYNHRFE - MERABEHIE N
RERBZH

“EENFAEERANBBEAFTR_TTNFX
BUAR -

EFEERR
BEBRAN AKRBEENEENEZERARHFE_FTZ
NERRIKF -

Hp W A R Wz

Hp WA R Wees = 2R E HERNRIIBER
ARfRHEEA - EEEDEMERBEAHBER A
R R BHA

BREHA REEBNEGMBARKEEOARYE
345,600,0007T. 3% £ #) A K #5423,700,0007T * 3
18#4722.6% » T2HFEERNRE HEERALE R
35.3% °
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Selling and distribution costs

Selling and distribution costs mainly comprise salary and welfare,
depreciation, energy fee, rental expenses, repair and maintenance,
transportation expenses, packaging expenses, and advertising and

promotion expenses.

The Group'’s selling and distribution costs were approximately RMB744.7
million in the Reporting Period. The ratio of selling and distribution
costs against revenue increased from approximately 10% to 11.1% in
the current year. The increase was primarily due to (i) the increase in
advertising and promotion expenses to maintain market share, and (ii)
the inclusion of selling and distribution costs of the new retail outlets set
up and commenced operation in the second half of 2008 and during
the Reporting Period.

Administrative expenses
Administrative expenses mainly comprise salary and welfare, social
security costs (including retirement benefit contribution), depreciation

and entertainment expenses.

The Group’s administrative expenses were approximately RMB226.9
million in 2009. The ratio of administrative expenses against revenue
increased from approximately 2.9% to 3.4% in the current year. The
increase was mainly attributable to the increase in salary as well as welfare

and social security costs as a result of a general increase in salary.

Other expenses
Other expenses primarily comprise business tax, city construction tax
and surcharges mainly charged on rental income and service income,

and written-off of fixed assets.

The Group’s other expenses increased from approximately RMB33.3
million to approximately RMB45.1 million in 2009. The increase was mainly
due to the written-off of fixed assets of a hypermarket closed during the

Reporting Period, which amounted to approximately RMB12.8 million.

Finance costs
Finance costs represent interest on bank loans, other borrowings and

debentures.
The Group’s finance costs decreased from approximately RMB91.1

million to approximately RMB85.1 million in 2009, was primarily due to

the decrease in bank lending rate in 2009.
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Income tax expense

The Group is not subject to Hong Kong profit tax as the Group had
no assessable profit arising in or derived from Hong Kong during the
Reporting Period.

The members of the Group are subject to corporate income tax at a
rate of 25% during the Reporting Period on their respective taxable profit

pursuant to the relevant PRC tax laws and regulations.

Income tax expense decreased from approximately RMB76.6 million to
approximately RMB65 million in 2009, primarily due to the decrease in
2009 taxable profits.

Profit for the year

Profit for the year decreased by approximately 7.4% from approximately
RMB203.7 million to approximately RMB188.5 million in the current year.
The decrease was mainly attributable to an increase in advertising and

promotion expenses, salary, welfare and social security costs.

Basic earnings per share

The Group recorded basic earnings per share of approximately RMB35.9
cents for 2009, which was calculated on the basis of the number of
412,220,000 shares, representing approximately 5.5% lower than RMB38
cents of last year.

LIQUIDITY AND FINANCIAL RESOURCES

During the Reporting Period, the Group mainly financed its operations
through internally generated cash flows, bank and other borrowings,

and debentures.

As at 31 December 2009, the Group had non-current assets of
approximately RMB1,838.8 million, which mainly comprised property, plant
and equipment of approximately RMB1,666.6 million, and non-current
liabilities of approximately RMB29.2 million, which mainly comprised
interest-bearing bank and other borrowings of RMB6 million and deferred

tax liabilities of approximately RMB11.7 million.

Fr8HimX<
HEMA > ARAEEALERE RN EENE
AREAE - A AKEBRINEENEHR -

AEBEEKE R
JAIR25% K T R
1B -

RPBERUCERERERTE

AR
7 Bk B e SR TR AR B A

FIT 1S B4 49 A R #76,600,0007TfE = — F
) #) A R #65,000,0007T * TEEHNR-FTFTA
FRABFERD

Al

4‘
A
U=y

FERR
REE MR ADH7.4% - #4 A R¥203,700,000

fé = ANFEHHARE188,500,0007T © T FEH]
FTERARESNRHEER  ITA BAEtE
RIS 38N -

BREXER

ZTEENFARE @ﬁ%%iﬂxﬁZK%%IJi@/\Eﬁ%
0.3597T » Jh4&k1E412,220,0000% Mt H » &EF
M ARH0.38 T 1K495.5% ©

RBESRUBER

BEMA AEETZBBABEENRST
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RZZZENFF+_A=1+—8 AEEHFRHE
E# A AR1,838,800,0007T * TEBFEHAR
#1,666,600,0007CHI ¥ 2% ~ W5 & - JERED
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As at 31 December 2009, the Group had net current liabilities of
approximately RMB272.7 million. Current assets mainly comprised cash
and cash equivalents (mainly denominated in RMB) of approximately
RMB413.8 million, inventories of approximately RMB785.3 million, trade
receivables of approximately RMB1,198.4 million and prepayments,
deposits and other receivables of approximately RMB430.6 million. Current
liabilities mainly comprised trade and bills payables of approximately
RMB1,031.2 million, interest-bearing bank and other borrowings of
approximately RMB1,576 million, and other payables and accruals of
approximately RMB544.6 million.

ACQUISITION OF EQUITY INTEREST IN SUBSIDIARIES

On 15 October 2009, Beijing Chaopi Trading Company Limited (“Chaopi
Trading”), an approximately 79.85% directly owned subsidiary of the
Company, entered into an agreement to acquire the 20% equity interest
of Beijing Chaopi Zhongde Trading Company Limited (“Chaopi Zhongde”)
from Mr. Wu Shaohua at a consideration of RMB5,980,000. After the
acquisition, Chaopi Zhongde became 100% directly owned by Chaopi
Trading.

On 12 January 2010, the Company entered into an agreement to acquire
the 20% equity interest of Beijing Jingkelong (Langfang) Company Limited
(“Jingkelong Langfang”) from China Fortune Land Development Co., Ltd.
at a consideration of RMB5,980,000. After the acquisition, Jingkelong
Langfang became 100% directly owned by the Company.

Both Mr. Wu Shaohua and China Fortune Land Development Co., Ltd.
were connected persons of the Company in accordance with Chapter 14A
of the Listing Rules and the Company had complied with the disclosure

requirements therein.

FOREIGN CURRENCY RISK
The Group’s operating revenues and expenses are principally denominated

in Renminbi.

During the Reporting Period, the Group did not encounter any material
effect on its operation or liquidity as a result of fluctuation in currency

exchange rates.
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EMPLOYEES

As at 31 December 2009, the Group employed 5051 (2008: 5,057)
full-time employees and 1,818 (2008: 1,658) temporary employees in
the PRC. The total staff costs (including directors’ and supervisors’
remunerations) of the Group for the Reporting Period amounted to
approximately RMB359.3 million (2008: RMB319.4 million). The staff
emolument (including directors and supervisors remunerations) of the
Group were based on their position, duty, experience, performance, and
market rates in order to maintain their remunerations at a competitive

level.

As required by the PRC laws and regulations, the Group participates in
the defined contribution retirement benefits scheme for its employees
operated by the relevant local government authorities in the PRC. The
Group is required to make contributions for those employees who are
registered as permanent residents in the PRC at a rate of 20% (2008:
20%) of the employees’ salaries, bonuses and certain allowances.
The Group has no further obligation associated with the said defined
contribution retirement benefits scheme beyond the annual contributions.
The Group’s contributions to the defined contribution retirement benefits
schemes amounted to approximately RMB28,833,000 for the Reporting
Period (2008: RMB24,981,000).

During the Reporting Period, 135 training seminars for pre-job trainings

and various special trainings had been conducted.

INDEBTEDNESS AND PLEDGE OF ASSETS

As at 31 December 2009, the Group had an aggregate borrowings
(all denominated in RMB) of approximately RMB1,582 million, which
consisted of secured short-term bank loans of approximately RMB618.5
million, unsecured short-term bank loans of RMB560 million, secured
non-current bank loans of RMB6 million and unsecured short-term other
borrowings of approximately RMB397.5 million. All the Group’s bank loans
bear fixed interest rates ranging from 4.9% to 7.5% per annum. All the
Group’s other borrowings bear a fixed interest rate of 5.3% per annum.

The secured bank loans were secured by:

- Certain of the Group’s buildings, investment properties and lease
prepayments for land use right with an aggregate carrying value of
approximately RMB739.2 million as at 31 December 2009; and
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- Certain of the Group’s time deposits of approximately RMB3.7
million as at 31 December 2009.

Certain of the Group’s time deposits of approximately RMB48.3 million
were pledged for bills payable as at 31 December 2009.

The Group’s net gearing ratio* was approximately 72.6% as at 31
December 2009 which was higher than that as at 31 December 2008,
being approximately 57.8%. The increase was primarily due to an increase
of bank loans and other borrowings and acquisition of property, plant

and equipment during the Reporting Period.

* Represented by: (Total borrowings (including debentures)-pledged deposits,

and cash and cash equivalent)/Total equity

According to an independent legal opinion, all the borrowings incurred in

2009 are in compliance with the relevant PRC applicable laws.

CONTINGENT LIABILITIES

As at 31 December 2009, the Group had no material contingent

liabilities.

EVENTS AFTER THE REPORTING PERIOD

The events of the Group after the Reporting Period are set out in note

40 to the financial statements.

STRATEGIES AND PLANS

In 2010, the global economy will step into the post financial crisis period.
In respect of China which has been maintaining its growth successfully, it
will undoubtful to adjust its structure will be adjusted as its main task in
the future and, in particular, the promotion of consumption should be of
the highest important. In 2010, the policies for stimulating consumption
are expected to be enhanced. Retail business being the representative
of consumption industry, shall benefit the most under such domestic
policy. Therefore, we believe that the retail and wholesale businesses of
the Group still has plenty of room for future growth and development

potential.
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Looking forward, the Group will continue to seek suitable locations in
Beijing and its periphery, in particular, Langfang, Hebei Province for
the steady development of its retail outlets. Meanwhile, new wholesale
distribution network will be established in the second-tier cities of
Northern China, Eastern China and the Economic Circle of Bohai Sea.
One community shopping center, two hypermarkets, eight supermarkets
and ten directly-operated convenience stores are planned to be set up
in 2010. Continual effort in enlarging decoration and upgrade of mature
outlets will be enhanced and effective measures will be adopted in
promoting the operating results of existing retail and wholesale distribution

network.

The Group will further strengthen its commodity procurement and
distribution as well as operation management. The Group will further reform
the management system of its procurement center. With the foundation of
the procurer system preliminary established in early 2009, the mechanism
for the inspection and supervision of results and effectiveness of procurers
is improved and gradually forms the entire process responsibility system
for procurement and sale of procurement department, so as to achieve
innovation in terms of procurement and profit. Through the practical
innovation of its distribution system, commence the construction project
of the central staple kitchen in logistics center, achieve dividing of
procurement and distribution of live and fresh produce, promote direct
distribution efficiency of large and medium scale outlets, resolve the
commodity allocation problem of convenience stores and perfect the
functions of distribution, the centralised distribution rate is aimed to
exceed 90%. The Group will enhance the operation ability of its retail
outlets by promoting commodity management and outlet supervision,
strengthening the effort on outlet management, and developing and using

various effective ways and measures.

Moreover, the Group plans to apply for the issue and public offer of A
shares and the listing on the domestic securities market. At present, the
initial plan has been passed by the Board, subject to the approvals by
the shareholders at the forthcoming extraordinary general meetings. We
believe that the listing of A shares may not only permit the Group to raise
funds for its continual development, and also enhance the Group’s brand
to fulfill the requirement for its long-term development and the common

interest of all shareholders.
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The Group is committed to maintain good corporate governance with
an emphasis on the principles of transparency, accountability and
independence to all shareholders. The Group recognises the importance
of effective corporate governance is essential for its continual growth, and
will also attract more investors to invest in the Company. The Group has
adopted the principles of the Code on Corporate Governance Practices
(the “Code”) as set out in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (the “Listing Rules”) with the objective of enhancing the quality

of corporate governance of the Group.

In the opinion of the directors, the Company has applied the principles
of and complied with all the code provisions of the Code set out in
Appendix 14 of the Listing Rules during the Reporting Period, saving for

the directors’ retirement by rotation as explained below.

Provision A4.2 of the Code requires that every director, including those
appointed for a specific term, of a listed issuer should be subject to
retirement by rotation at least once every three years. The Company’s
Articles of Association stipulates that each director shall be elected in
general meeting of the Company for a term of not more than three years,
and eligible for re-election upon the expiry of the term. Having taken into
account of the continuity of the Group’s operation and management
policies, the Company’s Articles of Association contains no express
provision for the directors’ retirement by rotation and thus deviate from

the aforementioned provision of the Code.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the required standard
of dealings as set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 of
the Listing Rules. Having made specific enquiries, all the directors have
confirmed that they have complied with the required standard of dealings
and code of conduct regarding their securities transactions throughout
the Reporting Period.
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THE BOARD

The Board takes the responsibility for leadership and control of the
Group and be collectively responsible for safeguarding the best interest
of the Group and accountable to shareholders. Matters that are required
to be determined or considered by the Board include overall group
strategies, substantial acquisitions and disposals, capital transactions,
annual, interim and quarterly results, distribution of dividends and
other substantial operating and financial matters. Major corporate
matters that are specifically delegated by the Board to the Group’s
management include the preparation of financial accounts for Board
approval, execution of business strategies and initiatives adopted by
the Board, implementation of adequate system of internal controls and
risk management procedures, and compliance with relevant statutory

requirements, rules and regulations.

The Board currently comprises of nine directors (being four executive
directors, two non-executive directors and three independent non-
executive directors) which have served the Group for the whole Reporting
Period. Their respective initial term of office has been ended on 31
October 2007 and were all been extended for a further term of three years
commenced from 1 November 2007 pursuant to an ordinary resolution
passed at the annual general meeting held on 18 May 2007. Each of the
four executive directors is entitled to a fixed basic salary, a performance
based salary and other allowances and benefits in kind under applicable
PRC law and regulations. The two non-executive directors do not receive
any directors’ fee. Each of the three independent non-executive directors

is entitled to receive a fixed director’s fee.

During the Reporting Period, the Board fulfilled the requirement of having
at least three independent non-executive directors as required by the
Listing Rules. The Company also met the requirement of having at
least one independent non-executive director must have appropriate
professional qualifications or accounting or related financial management
expertise. The Company has received from each of the three independent
non-executive directors, an annual confirmation in respect of their
independence. The Company is of the opinion that all the independent
non-executive directors are independent pursuant to Rules 3.13 of the
Listing Rules.

Reasonable notice period and sufficient relevant information have been
given to all directors so as to enable them to attend the Board meetings
and make appropriate decision in relation to matters to be discussed. All
directors are entitled to include matters of their concern in the agenda of
all Board meetings. All directors are free to inspect all relevant corporate

information.
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The biographical details of the directors are set out on pages 56 to 57

of this annual report.

Mr. Wei Tingzhan, acting as the chairman and executive director of the

Company is responsible for the operation of the Board.

Mr. Li Jianwen, acting as the general manager and executive director of
the Company is responsible for the Group’s daily business development

and management.

Another two executive directors, Mr. Liu Yuejin and Ms. Li Chunyan are
responsible for the retail operation, and legal and financial affairs of the

Group, respectively.

Each executive director has sufficient experience to hold the position so

as to accomplish his/her duties effectively and efficiently.

During the Reporting Period, six Board meetings were held and the
attendance records of directors (including proxy or via telephone

conference) are set out below:

Executive Directors HITES

Mr. Wei Tingzhan (Chairman) HEREE(EFR)
Mr. Li Jianwen FEXSGE

Ms. Li Chunyan FEBELL

Mr. Liu Yuejin PR S
Non-executive Directors FHITES

Mr. Gu Hanlin BEEMSEE

Mr. Li Shunxiang FIER S
Independent Non-executive Directors BUFHTES
Mr. Chung Chi Kong RS

Mr. Fan Faming SRR E

Mr. Huang Jiangming = THEAE

CHAIRMAN AND GENERAL MANAGER

Mr. Wei Tingzhan and Mr. Li Jianwen are the chairman of the Board and
the general manager of the Company, respectively, which are two clearly
defined positions. The chairman is responsible for the operation of the
Board and ensuring the Board works effectively while the general manager
is in charge of the Group’s daily business development and management.
The Company'’s Articles of Association sets out the respective duties and

power of the chairman and the general manager in detail.
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AUDIT COMMITTEE

An audit committee has been established on 29 July 2005 and the second
session of the audit committee was established pursuant to a resolution
passed by the Board on 13 November 2007 for a term of 3 years.
Its authority and responsibility are properly written out in compliance
with Rule 3.22 of the Listing Rules. The audit committee provides an
important link between the Board and the external auditors in matters
falling within the scope of the audit of the Company and the Group. It
reviews the effectiveness of the external audit, internal controls and risk
evaluation and, provides comments and suggestions to the Board. The
audit committee comprises three independent non-executive directors,
namely Mr. Chung Chi Kong, Mr. Huang Jiangming and Mr. Fan Faming.
Mr. Chung Chi Kong is the chairman of the audit committee.

The audit committee held three meetings (including telephone conference)
with all members attended during the Reporting Period for reviewing the
accounting principles and practices adopted by the Group and discussing
internal controls and financial reporting matters including a review of the

2008 annual reports, and the 2009 quarterly and interim results.

The audit committee has reviewed the Group’s 2009 audited annual
results and discussed with the management and the external auditors on
the accounting principles and practices adopted by the Group, internal

control and financial reporting matters.

REMUNERATION COMMITTEE

The Company has established its remuneration committee on 29 July 2005
and the second session of the remuneration committee was established
pursuant to a resolution passed by the Board on 13 November 2007
for a term of 3 years which comprising three directors, namely Mr. Wei
Tingzhan, Mr. Fan Faming and Mr. Huang Jiangming. Mr. Wei Tingzhan is
the chairman of the remuneration committee. The remuneration committee
is responsible for reviewing and determining the policy of the remuneration
packages of all directors by considering factors such as salaries paid
by comparable companies, time commitments and complexity of duties
and responsibilities of the directors to ensure incentives are effectively

implemented for all directors.

During the Reporting Period, one meeting was held by the remuneration
committee with all members attended for discussing and considering the
remuneration management system of the Company’s senior management
and the criterion of their performance based salary from 2009 to 2010.
The relevant decisions have been submitted to the Board for consideration

and were approved.
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NOMINATION COMMITTEE

The Company has established its nomination committee on 29 July 2005
and the second session of the nomination committee was established
pursuant to a resolution passed by the Board on 13 November 2007
for a term of 3 years which comprising three directors, namely Mr. Wei
Tingzhan, Mr. Fan Faming and Mr. Huang Jiangming. Mr. Wei Tingzhan
is the chairman of the nomination committee. The nomination committee
is responsible for nominating potential candidates for directorships,
reviewing the nomination of directors and making recommendations to

the Board on such appointments.

SUPERVISORY COMMITTEE

During the Reporting Period, the supervisory committee of the Company
comprised Ms. Qu Xinhua, Ms. Wang Shuying, Ms. Yao Jie, Mr. Yang
Baoqun, Mr. Chen Zhong and Ms. Cheng Xianghong. Ms. Qu Xinhua is the
chairman of the supervisory committee. The supervisors have performed
their work in a dedicated and diligent manner and carried out effectively
the functions of supervising the legal and regulatory compliance relating
to financial matters and overseeing the directors and senior management

of the Group during their offices.

AUDITORS’ REMUNERATION

The audit committee of the Company is responsible for considering the
appointment of Messrs. Ernst & Young as the external auditors of the
Company for the year ended 31 December 2009. For the year ended 31
December 2009, the Company agreed auditing fees of RMB1,800,000
payable to Messrs. Ernst & Young. During the Reporting Period, the
Company has also paid RMB400,000 to Messrs. Ernst & Young for
reviewing the Group’s 2009 interim financial statements. The Company
paid RMB1,000,000 to Ernst & Young (China) Advisory Limited for
conducting a review on the effectiveness of the Group’s internal control
system. The audit committee has discussed with Messrs. Ernst & Young
and Ernst & Young (China) Advisory Limited, and concurred that the
internal control review conducted by Ernst & Young (China) Advisory
Limited is independent from the audit services provided by Messrs.

Ernst & Young.
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RESPONSIBILITIES FOR PREPARATION OF ACCOUNTS

The directors are responsible for the preparation of financial statements
in compliance with the relevant regulations and applicable accounting

standards.

The responsibility of the auditors with respect to the financial reporting

are set out in the Independent Auditors’ Report on pages 60 to 61.

INTERNAL CONTROL

The Board has overall responsibility for maintaining an adequate system
of internal control to safeguard shareholders’ interest and Group’s assets.
Regular reviews have been conducted by the Board for ensuring the
effectiveness and adequacy of the Group’s internal systems in respect

of financial, operational and risk management areas.

The Company has engaged Ernst & Young (China) Advisory Limited in
current year to conduct a review on the effectiveness of the Group’s
internal control system, covering all material controls including financial,
operational, compliance controls and risks management functions with
recommendations for improvement. Such recommendations have been

adopted to enhance the Group’s internal control system.

During the Reporting Period, an Internal Audit Department has been
established in providing independent assurance to the Board and
management by reviewing the adequacy and effectiveness of the internal

controls of the Group.

GOING CONCERN

There were no uncertain events or conditions of material nature that
would affect the Group’s ability to continue as a going concern during

the Reporting Period and up to the date of this annual report.

EXPIRY OF AGREEMENT WITH COMPLIANCE ADVISER

The agreement entered into between the Company and DBS Asia Capital
Limited (“DBS Asia”) on 26 February 2008 of which DBS Asia agreed to
act as the Company’s compliance adviser will expire on the date on which

the Company distributes its annual report for the Reporting Period.
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INVESTOR RELATIONS

The Group is committed to establish a long-term relationship with

shareholders and investors, an adherence to the principles of integrity,

regularity, and high transparency, and disclose the required information in

compliance with the Listing Rules. Information of the Group is disseminated

to its shareholders in the following manners:

delivery of results and reports to shareholders;

publication of announcements on the websites of the Stock
Exchange and the Company, and issue of shareholders’ circulars

under the Listing Rules; and

arrange general and extraordinary meetings with shareholders
as an effective communication channel between the Board and

shareholders.

The Company maintains effective communications with its shareholders,

investors and analysts through, inter alia:

30

the Department of Investor Relations of the Company is responsible for

liaison with investors and analysts by answering their questions;

engaging iPR Ogilvy Ltd., a professional public relations consultancy

firm to organise various investor relations programmes;

arranging on-site visits to the retail outlets and logistics centers of
the Group to enhance their timely understanding of the situation

and latest development of the Group’s business operations;

gathering, in a timely manner, opinions and comments from analysts
and investors on the operation of the Group, and selectively adopting
them in the Group’s operation;

making available information on the Company’s website; and

actively communicating with various parties, in particular, convening
briefing sessions, press conferences and individual meeting with
institutional investors upon the announcement of results and
significant matters. The Group also participates in a range of investor
activities and communicates on one-on-one basis with its investors

regularly.
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REPORT OF THE BOARD OF DIRECTORS EEg W&

The board of directors hereby presents their annual report and the
audited financial statements of the Company and the Group for the
Reporting Period.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the retail and wholesale distribution
of daily consumer products in the region covering Beijing city and certain
parts of its periphery. There were no significant changes in the nature of

the Group’s principal activities during the Reporting Period.

RESULTS AND DIVIDENDS

The Group’s profit for the Reporting Period and the financial position of
the Company and the Group at 31 December 2009 are set out in the

financial statements on pages 62 to 159.

The directors recommend the payment of a final dividend of RMB18.0
cents (2008: RMB21.0 cents) per share (tax inclusive) in respect of the
Reporting Period to shareholders on the register of members on the date
of the annual general meeting 2009. This recommendation has been
incorporated in the financial statements as an allocation of retained profits

within the equity section of the statement of financial position.

Pursuant to the “Enterprise Income Tax Law of the PRC” and the “Detailed
Rules for the Implementation of the Enterprise Income Tax Law of the
PRC”, beginning from 1 January 2008, any Chinese domestic enterprise
which pays dividends to a non-resident enterprise shareholder (i.e. legal
person shareholder) in respect of accounting periods beginning from
1 January 2008 shall withhold and pay enterprise income tax for such
shareholder. Since the Company is a H share listed company in Hong
Kong, the proposed 2009 final dividend of RMB18.0 cents per share (tax

inclusive) will be subject to the aforesaid Enterprise Tax Laws.

In order to properly carry out the withholding and payment of income tax
on dividends to non-resident enterprise shareholders, the Company will
strictly abide by the law and identify those shareholders who are subject
to the withholding and payment of income tax based on the register
of its H shareholders as at the end of 20 May 2010. In respect of all
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shareholders whose names appear in the register of H shareholders kept
at Computershare Hong Kong Investor Services Limited, the Company’s
H-Shares Registrar and Transfer Office in Hong Kong as at the end of 20
May 2010 who are not individuals (including HKSCC Nominees Limited,
corporate nominees or trustees, and other entities or organisations that
are all considered as non-resident enterprise shareholders), the Company
will distribute the 2009 final dividends after deducting income tax of 10%.
The 10% income tax will not be deducted from the 2009 final dividends
payable to any natural person shareholders whose names appear in the
register of the Company’s H shareholders kept at Computershare Hong

Kong Investor Services Limited as at the end of 20 May 2010.

SUMMARY FINANCIAL INFORMATION

A summary of the published results, assets, liabilities and equity of the
Group for the last five financial years, as extracted from the Company’s

annual reports, is set out on page 160 of the annual report.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT
PROPERTIES

Details of movements in the property, plant and equipment, and investment
properties of the Company and the Group during the Reporting Period are
set out in notes 14 and 15 to the financial statements, respectively.

SHARE CAPITAL

There were no movements in the Company’s share capital during the

Reporting Period.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles
of Association or the laws of the PRC which would oblige the Company

to offer new shares on a pro rata basis to existing shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES
OF THE COMPANY

Neither the Company nor any of its subsidiaries purchased, redeemed or
sold any of the Company’s listed securities during the Reporting Period

and up to the date of this report.
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RESERVES

Details of movements in the reserves of the Company and the Group
during the Reporting Period are set out in note 33(b) to the financial
statements and in the consolidated statement of changes in equity,

respectively.

DISTRIBUTABLE RESERVES

Details of reserves available for distribution are set out in note 33(b)(ii)

to the financial statements.

BORROWINGS

Details of the Group’s borrowings at the reporting date are set out in

note 29 to the financial statements.

INTEREST CAPITALISED

During the Reporting Period, the interest capitalised amounted to
RMB992,000 (2008: RMB1,722,000).

CHARITABLE CONTRIBUTIONS

During the Reporting Period,
contributions (2008: RMB733,300).

the Group did not make charitable

MAJOR CUSTOMERS AND SUPPLIERS

During the Reporting Period, sales to the Group’s five largest customers
accounted for approximately 19.5% (2008: 19.4%) of the total sales for
the year and sales to the largest customer accounted for approximately
6.6% (2008: 6.7%). Purchase from the Group’s five largest suppliers
accounted for approximately 14.2% (2008: 14.3%) of the total purchases
for the year and purchases from the largest supplier accounted for
approximately 3.8% (2008: 3.3%) during the Reporting Period.

None of the directors or supervisors of the Company or any of its
associates or any shareholders which, to the best knowledge of the
directors and supervisors, own more than 5% of the Company’s issued
share capital had any beneficial interest in the Group’s five largest

customers and suppliers.
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DIRECTORS AND SUPERVISORS

The directors and supervisors of the Company during the Reporting

Period and up to the date of this report are as follows:

Executive Directors:

Mr. Wei Tingzhan (Chairman)
Mr. Li Jianwen

Ms. Li Chunyan

Mr. Liu Yuejin

Non-executive Directors:
Mr. Gu Hanlin
Mr. Li Shunxiang

Independent Non-executive Directors:
Mr. Fan Faming

Mr. Huang Jiangming

Mr. Chung Chi Kong

Supervisors:

Ms. Qu Xinhua

Ms. Wang Shuying
Ms. Yao Jie

Mr. Yang Baoqun

Mr. Chen Zhong

Ms. Cheng Xianghong

The Company has received the annual confirmations of independence
from each of the three independent non-executive directors and is of

the view that they are independent.

DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES
Biographical details of the directors, supervisors and senior management

of the Company are set out on pages 56 to 59 of the annual report.
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DIRECTORS’ AND SUPERVISORS’ SERVICE CONTRACTS

The Company entered into employment agreements with each of the
executive directors pursuant to which each has agreed to act as executive
directors for a term of three years with effect from 1 November 2007. Each
of the executive directors is entitled to a fixed basic salary, a performance
based salary and other allowance and benefits in kind under applicable

PRC law and regulations.

Each of the non-executive directors entered into an appointment letter
with the Company pursuant to which each has agreed to act as non-
executive directors for a term of three years with effect from 1 November

2007. They do not receive any directors’ fee.

Each of the independent non-executive directors entered into an
appointment agreement with the Company pursuant to which each has
agreed to act as independent non-executive directors for a term of three
years with effect from 1 November 2007. The terms of the appointment
agreements of the independent non-executive directors are identical in all

material respects and they are entitled to receive fixed directors’ fee.

Each of Ms. Qu Xinhua, Ms. Wang Shuying, Ms. Yao Jie, Mr. Yang Baoqun,
Mr. Chen Zhong and Ms. Chen Xianghong entered into an appointment
agreement or letter with the Company pursuant to which each has
agreed to act as a supervisor for a term of three years commenced from
1 November 2007. The terms of the appointment agreements or letters

of the supervisors are identical in all material respects save that:

Mr. Yang Baoqun does not receive any supervisor’s fee;

i. each of Mr. Chen Zhong and Ms. Chen Xianghong receives a fixed

supervisor’s fee; and

ii. eachof Ms. Qu Xinhua, Ms. Wang Shuying and Ms. Yao Jie receives
a fixed basic salary, a performance based salary and other allowance

and benefits in kind under applicable PRC law and regulations.

None of the directors or supervisors had entered into or is proposed
to enter into, any service contract with the Company which is not
determinable by the Company within one year without payment of

compensation, other than statutory compensation.
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DIRECTORS’, SUPERVISORS’ AND SENIORMANAGEMENT’S
REMUNERATION

The directors’ and supervisors’ fees are subject to shareholders’ approval
at general meetings. Other emoluments are determined by the Board
with reference to directors’ and supervisors’ duties, responsibilities and
performance and the results of the Group. The Company has established
a remuneration committee to formulate compensation policies and to
determine and manage the compensation of the Company’s senior
management. Details of the directors’ and supervisors’ remuneration are

disclosed in note 9 to the financial statements.

DIRECTORS’ AND SUPERVISORS’ INTEREST IN CONTRACTS

None of the directors and supervisors had a material interest, either
directly or indirectly, in any contract of significance to the business of
the Group to which the Company, its controlling shareholder, or any of

its subsidiaries was a party during the Reporting Period.

DIRECTORS’ AND SUPERVISORS’ RIGHTS IN ACQUIRING
SHARES AND DEBENTURES

At no time during the Reporting Period were rights to acquire benefits
by means of the acquisition of shares in or debentures of the Company
or its subsidiaries granted to any directors and supervisors or their
respective associates, or were any such rights exercised by them; or
was the Company, or any of its subsidiaries a party to any arrangement
to enable the directors and supervisors to acquire such rights in any

other body corporate.

DIRECTORS’, SUPERVISORS’ AND CHIEF EXECUTIVE’S
INTERESTS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2009, the interests and positions of the directors,
supervisors and chief executive of the Company in the shares, underlying
shares or debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (“SFQ”)), which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which were taken or deemed
to have under such provisions of the SFO), or which were required,

pursuant to Section 352 of the SFO, to be entered in the register referred
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P ARG AR

s

to therein, or which were required to be notified to the Company and the ~ 2ESFRII)#R
Stock Exchange pursuant to the Model Code set out in Appendix 10 of BT :
the Listing Rules, were as follows:

ERBRNERZEFR

Long positions in the domestic shares of the Company

Approximate
percentage of total

Total number of issued domestic

domestic shares shares
Name Capacity held HERITRER
HE 14 FERERRE BMYOBESE
(%)
Wei Tingzhan Personal 1,417,237 0.62
FFEL & A
Li Jianwen Personal 1,354,712 0.59
FREX & A
Li Chunyan Personal 395,992 0.17
FHEH A
Liu Yuejin Personal 375,151 0.16
2R EA
Gu Hanlin Personal 1,417,237 0.62
BEEM & A
Li Shunxiang Personal 5,210,428 2.26
IER (PN
Yang Baoqun Personal 1,042,086 0.45
58 & A
Qu Xinhua Personal 833,669 0.36
fE#T & & A
Wang Shuying Personal 375,151 0.16
FRE EA
Yao Jie Personal 125,051 0.05
sk EA

5

6 32 PAT O 2 T

Approximate
percentage of
total issued
shares
HEBITARA
BHABEDL

(%)

0.34

0.33

0.10

0.09

0.34

1.26

0.25

0.20

0.09

0.03
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Save as disclosed above, as at 31 December 2009, none of the directors,
supervisors or chief executives of the Company nor any of their associates
had any interest and short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) which were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they
were taken or deemed to have under such provisions of the SFO), or
which were required, pursuant to Section 352 of the SFO, to be entered
in the register referred to therein, or which were required to be notified
to the Company and the Stock Exchange pursuant to the Model Code
set out in Appendix 10 of the Listing Rules.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2009, so far as is known to the directors, supervisors
or chief executive of the Company, the persons (other than a director,
supervisor or chief executive of the Company) had, or were deemed or
taken to have interests or short positions in the shares, underlying shares
or debentures of the Company which would fall to be disclosed to the
Company and the Stock Exchange under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register
required to be kept by the Company under Section 336 of the SFO

were as follows:

Long positions in the domestic shares of the Company

@tXﬁﬁﬁﬁi%M\' R-ZBZAF+-A=+—

CETAARRES  EFEATBITHAR
EJZ?BZ%E’\] E YN ERNNCI AR A€ A
LB GO EXVE TR EE) Bt - R
o MBEHEREF - i‘éﬁﬁﬁ?‘)““( %&Hﬂ 5 16D ) EXV
BETRED BAME AR ?&Fﬁﬂ’ﬂﬁéé&i%

B (BRERE(GE %&Hﬂi‘ﬂ\ﬂﬁl»ﬁ RIEX DS
BREANERAIAR)  IRB(EFLAE 1'7r<
PIYEIB2EIREALARRRF B B MA A2
BHORR - HRE L TR A ATCGRESTRDR
E o AMEARE MR ESIAR o

FERR

RZFTFAF+-_A=1+—0 " RARFAEF"
EFESATETRABMA TIAL(RAAE
= BEERTIETBABRINAARRNMD K&
HEROHESZS Tﬁﬁ@%&?ﬁ%%ﬁ@%ﬁ(?ﬁ‘”

T BB EIEDI ) EXVERE2 R 3D S A E AN

B PTR RS SRR ME%F<<*“%&HH??1MIJ>>
FEI3BIFALAARRRFEELMANERIAR
N

EARRNERZER

Approximate Approximate

percentage of total percentage

issued domestic of total

Total number of shares issued shares

Name Capacity domestic shares held HERITRER HERTERE
=1 14 FsARERBRE BOBEDE BOBEDE
(%) (%)

Beijing Chaoyang Beneficial owner 167,409,808 72.77 40.61

Augxiliary Food Company EnkEAA

It RmEGEI R MB A F
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Positions in the H shares of the Company

Name

=L

JP Morgan Chase & Co. (Note 1) (Fff#E1)

Value Partners Limited (Note 2) (Bft3F2)
Value Partners Group Limited (Note 3) (FfzE3)

Cheah Capital Management Limited
(Note 4) (Ff7E4)

Cheah Company Limited (Note 5) (Fff:E5)

Hang Seng Bank Trustee International
Limited (Note 6) (Ffi7£6)

Cheah Cheng Hye (Note 7) (F{f#E7)
To Hau Yin (Note 8) (Hf5E8)
Genesis Asset Managers, LLP (Note 9) (Bfi5£9)

Schroder Investment Management
(Hong Kong) Limited (Note 10) (Ff3£10)

Commonwealth Bank of Australia
(Note 11) (Ff7E11)

Templeton Asset Management Ltd.
(Note 12) (Ff7E12)

Platinum Investment Management

Limited (Note 13) (Bf3513)

(L) - Long Position
(P) - Lending Pool

REPORT OF THE BOARD OF DIRECTORS EE &K &

REQBHE

Approximate
Total number of percentage of total
H shares held issued H shares

HeERT
e Z=l HAZ 4 1
ERITHRBRE BHES
(%)
23,557,000 (L) 12.93
20,779,000 (P) 11.41
16,437,000 (L) 9.02
16,437,000 (L) 9.02
16,437,000 (L) 9.02
16,437,000 (L) 9.02
16,437,000 (L) 9.02
16,437,000 (L) 9.02
16,437,000 (L) 9.02
14,475,000 (L) 7.95
13,036,000 (L) 7.16
13,032,000 (L) 7.15
11,346,000 (L) 6.23
9,164,000 (L) 5.03
L -

(P —AIEH D

Approximate

percentage of total

issued shares
HEBITH
BRAE
BHOBEDL
(%)

5.71
5.04

3.99

3.99

3.99

3.99

3.99
3.99
3.99

3.51

3.16

3.16

2.75

2.22
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Notes:

40

These 23,557,000 H shares were held by JP Morgan Chase & Co. of which
20,779,000 H shares were in its capacity as a custodian corporation/an
approved lending agent and the other 2,778,000 H shares were in its capacity

as an investment manager.

These 16,437,000 H shares were held by Value Partners Limited in its capacity

as an investment manager.

Value Partners Group Limited had a 100% direct interest in Value Partners
Limited and was therefore deemed to have an interest in the 16,437,000 H

shares in which Value Partners Limited was interested in.

Cheah Capital Management Limited had a 35.65% deemed interest in Value
Partners Group Limited and was therefore deemed to have an interest in the

16,473,000 H shares in which Value Partners Limited was interested in.

Cheah Company Limited had a 100% deemed interest in Cheah Capital
Management Limited and was therefore deemed to have an interest in the

16,437,000 H hares in which Value Partners Limited was interested in.

These 16,437,000 H shares were held by Hang Seng Bank Trustee

International Limited in its capacity as a trustee.

These 16,437,000 H shares were held by Cheah Cheng Hye in its capacity

as a founder of a discretionary trust.

These 16,437,000 H shares were held by To Hau Yin in its capacity as the
spouse of Cheah Cheng Hye.

Thee 14,475,000 H shares were held by Genesis Asset Managers, LLP in

its capacity as an investment manager.
These 13,036,000 H shares were held by Schroder Investment Management

(Hong Kong) Limited in its capacity as an investment manager.

Commonwealth Bank of Australia had a 100% deemed interest in a
corporation holding the 13,032,000 H shares and was therefore deemed to
have an interest in the 13,032,000 H shares.
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12.  These 11,346,000 H shares were held by Templeton Asset Management

Ltd. in its capacity as an investment manager.

13.  These 9,164,000 H shares were held by Platinum Investment Management
Limited of which 2,974,100 H shares were in its capacity as an investment
manager and the other 6,189,900 H shares were in its capacity as a

trustee.

Save as disclosed above, as far as is known to the directors, supervisors
or chief executive of the Company, as at 31 December 2009, no other
persons (not being a director, supervisor or chief executive of the
Company) had, or were deemed or taken to have any interests or short
positions in the shares, underlying shares or debentures of the Company
which would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which
were recorded in the register required to be kept by the Company under
Section 336 of the SFO.

CONNECTED TRANSACTION

On 15 October 2009, Chaopi Trading, an approximately 79.85% directly
owned subsidiary of the Company, entered into an agreement with Mr.
Wu Shaohua (“Mr. Wu), pursuant to which Chaopi Trading agreed to
acquired the 20% equity interest of Chaopi Zhongde from Mr. Wu at a
consideration of RMB5,980,000 (the “Zhongde Acquisition Agreement”).
Chaopi Zhongde was a 80% directly owned subsidiary of Chaopi Trading.
After the completion of the Zhongde Acquisition Agreement, Chaopi
Zhongde became 100% directly owned by Chaopi Trading.

Mr. Wu is the owner of the entire interest of Beijing Gaoya Huali Kemao
Company Limited (“Beijing Gaoya”), which is a promoter of the Company.
Accordingly, Mr. Wu, being an associate of Beijing Gaoya under the
Listing Rules, is a connected person of the Company. Meanwhile, Chaopi
Zhongde also regarded as a connected person of the Company under
Chapter 14A of the Listing Rules during the period when Mr. Wu owned
the 20% equity interest of Chaopi Zhongde.

12, It %11,346,000fKH& FATempleton Asset
Management Ltd. JAIE & &I 519354 o

13. 1£%9,164,000HA& BAPlatinum Investment
Management Limited¥§ & + H 2,974,100 H&
IR BRI S nH5H - HE26,189,9008% HAR LA S+
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The Zhongde Acquisition Agreement constituted a connected transaction
of the Group under Chapter 14A of the Listing Rules. As each of the
applicable percentage ratios as set out in the Listing Rules in connection
with the Zhongde Acquisition Agreement was over 0.1% but less than
2.5%, the Company was only subject to the reporting and announcement
requirements under Chapter 14A of the Listing Rules and an announcement
has accordingly been made on 15 October 2009. Following the completion
of the Zhongde Acquisition Agreement, Chaopi Zhongde has ceased to
be a connected person of the Company and the supply of products by
Chaopi Zhongde to the Group and the provision of delivery and logistic
services by Chaopi Trading to Chaopi Zhongde as mentioned below would
no longer constitute continuing connected transactions of the Group in
accordance with Chapter 14A of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

During the Reporting Period, the Group entered into the following

continuing connected transactions:

RIBELEHRAUIAZTNRTE - PREBHREERAN
SEMEERS - AR EHRRPEEPBUYEE
HHEBENE - REANE D L EYRR0.1%E

ER2.6%  RNAREFLRETRINIAEZ R ER
ETHRERAE  BEBUR-_ZTAF+A+

TREMAE - PRKRBIHHRTKZE - BT
STBEARTNBEEAL - BRIE LTHRAN4AE
EVARTE - T SCPTEEAHE A 15 17 A S [ 44 7 i DA
LAMBE PP SR{AXERYARBE T E
BRAKENRERERS °

BEEERXS
HEMR - ARERT T O THABERS

2009 2008
—EZThEF ZETNF
RMB’000 RMB’000
AR®T T ARETF T
1. Lease of properties by Chaoyang Auxiliary to HEERmEEYE
the Company (not including 14 below)* (TBRETME14TE)
(note 1) FARRAR(FIEE) 7,486 6,713
2. Lease of properties by Chaoyang PEERBEEYE TR EE"
Auxiliary to Chaopi Trading* (note 2) (FF5E2) 985 945
3. Lease of properties by Chaoyang e RMEEMETIREGE "
Auxiliary to Xinyang Tongli* (note 3) (FF5ES) 16 16
4. Supply of tea leaves by Beijing Wuyifeng It RH R IEHELE ()
(note 4) 4,740 5,112
5. Supply of raw meat By Beijing Yingguangda bR EE L E A (MFE5)
(note 5) 2,803 8,764
6. Provision of interior decoration services RESBERBEENE MRS
by Tianjin Jinganghua (note 6) (FFzE6) 4,260 7,280
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10.

11.

12.

13.

14.

15.

16.

17.

18.

Provision of loan financing by the Company to
Chaopi Jinglong (note 7)

Supply of cooked food by Jiazeng Foodstuff
(note 8)

Supply of products by Chaopi Flavourings
(note 9)

Supply of products by Chaopi Jinglong
(note 10)

Provision of delivery and logistic services
by Chaopi Trading to Chaopi Flavourings
(note 11)

Provision of delivery and logistic services
by Chaopi Trading to Chaopi Jinglong
(note 12)

Provision of loan financing by the
Company to Chaopi Flavourings (note 13)

Lease of a property by Chaoyang
Auxiliary to the Company in 2007* (note 14)

Lease of a property by Tengyuan Xingye to the
Company in 2007* (note 15)

Provision of construction, repair and
renovation services by Beijing Zhonglianjian
(note 16)

Supply of products by Chaopi Zhongde
(note 17)

Provision of delivery and logistic services
by Chaopi Trading to Chaopi Zhongde
(note 18)

Also reported as related party transactions as disclosed in note 38 to the

financial statements
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Notes:

44

Pursuant to the three lease agreements, the three supplemental lease
agreements, a confirmation letter and a memorandum entered into between
the Company and Beijing Chaoyang Auxiliary Food Company (“Chaoyang
Auxiliary”) during the period from 30 April 2004 to 12 August 2008, Chaoyang
Auxiliary agreed to lease to the Company certain properties (referred to as
the “JKL Properties” on page 110 of the introduction document dated 29
June 2007 in connection with the Main Board Migration (the “Introduction
Document”)) for terms of between 10 years to 20 years commencing on 1
January 2004, 1 July 2005 and 1 July 2006 (as the case may be) with fixed
annual rentals (inclusive of the relevant business and property taxes) for four
to six year periods (as the case may be). The rental is paid in advance on

a quarterly or half-yearly basis (as the case may be).

Chaoyang Auxiliary is the controlling shareholder of the Company which
owns approximately 40.61% of the issued share capital of the Company

and is one of the Company’s promoters.

The aggregate rental was RMB7,485,610 for the year ended 31 December
2009, and ranging from RMB7,089,135 to RMB8,135,010 per annum during
the period from 1 January 2010 to 31 December 2023.

All the leased properties (with a total gross area of approximately 86,766
sq.m) are located in the Chaoyang District, Beijing and are principally used
by the Company to operate 14 supermarkets, 27 convenience stores and

the live and fresh produce logistics centre.

Pursuant to the lease agreement dated 30 April 2004 and a supplemental
lease agreement dated 25 July 2005 entered into between Chaoyang Auxiliary
and Chaopi Trading, Chaoyang Auxiliary agreed to lease to Chaopi Trading
certain properties (referred to as the “Chaopi Properties” on page 122 of the
Introduction Document) for a term of 20 years commencing on 1 January
2004 with a fixed annual rental (inclusive of the relevant business and property
taxes) for each five year period. On 28 August 2007, Chaoyang Auxiliary
and Chaopi Trading entered into another supplemental lease agreement for
ceasing to rent the property numbered 106 on page 374 of the Introduction
Document from 1 July 2007. The rental is paid in advance on a half-yearly

basis.

The aggregate rental was RMB984,689 for the year ended 31 December
2009, with a term of increase in rental for each fixed rental period from
RMB984,689 to RMB1,069,546 per annum during the period from 1 January
2010 to 31 December 2023.
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All the leased properties are located in the Chaoyang District, Beijing for
office and warehouse uses with a total gross area of approximately 12,271

sqg.m.

Pursuant to a lease agreement dated 1 July 2004 and a supplemental lease
agreement dated 25 July 2005 entered into between Chaoyang Auxiliary
and Beijing Xinyang Tongli Commercial Facilities Company Limited (“Xinyang
Tongli”), Chaoyang Auxiliary agreed to lease to Xinyang Tongli certain property
(referred to as the “Xinyang Property” on page 123 of the Introduction
Document) for a term of 20 years commencing on 1 January 2004 with a
fixed annual rental (inclusive of the relevant business and property taxes) for

each five year period. The rental is paid in advance on a half-yearly basis.

Xinyang Tongli is an approximately 52.03% held subsidiary of the

Company.

The aggregate rental was RMB16,931 for the year ended 31 December
2009, with a term of increase in rental for each fixed rental period from
RMB16,931 to RMB18,383 per annum during the period from 1 January
2010 to 31 December 2023.

The leased property is located in the Chaoyang District, Beijing for commercial,
office, warehouse and industrial uses, with a total gross area of approximately
1,362 sg.m.

Beijing Wuyifeng Tea Leaves Sales Company Limited (“Beijing Wuyifeng”)
has been supplying, on a non-exclusive basis, to the Group various types of
tea leaves for sale to its customers, pursuant to a supply agreement dated
5 April 2006 and was renewed for a term of three years commenced on 1
January 2009. Beijing Wuyifeng is owned by Mr. Xia Wensheng (“Mr. Xia”) as
to 80% of its registered capital and Mr. Xia is one the Company’s promoters
holding an equity interest of approximately 0.50% in the Company. Beijing

Wuyifeng is principally engaged in the wholesale distribution of tea leaves.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Beijing Wuyifeng for the supply of the same
tea leaves will not be higher, on the same per unit price basis, than the
consideration paid to it by any other third party and will not be higher than
the then prevailing market prices. The purchase price of tea leaves is settled

within one month after its delivery.
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Beijing Yingguangda Foodstuff Company Limited (“Beijing Yingguangda”)
has been supplying, on a non-exclusive basis, to the Group various types
of raw meat for sale to its customers, pursuant to a supply agreement
dated 3 April 2006 and was renewed for a term of three years commenced
on 1 January 2009. Mr. Gao Jiagiang (“Mr. Gao”) is one of the Company’s
promoters holding approximately 0.50% of the issued shares of the Company.
Mr. Gao holds an equity interest of 66.67% in Beijing Yingguangda. Beijing
Yingguangda is principally engaged in the wholesale distribution of raw

meat.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Beijing Yingguangda for the supply of the same
raw meat will not be higher, on the same per unit price basis, than the
consideration paid to it by any other third party and will not be higher than
the then prevailing market prices. The purchase price of raw meat is settled

within one month after its delivery.

Tianjin Jinganghua Jianzhu Art Decoration Work Company Limited (“Tianjin
Jinganghua”) has been providing interior decoration (including signboard
installation) services to the Group pursuant to a service agreement dated
3 April 2006 and was renewed for a term of three years commenced on
1 January 2009. Tianjin Jinganghua is one of the Company’s promoters
holding approximately 1.26% of the issued shares of the Company. Tianjin
Jinganghua is principally engaged in the provision of interior decoration

services.

Pursuant to the service agreement, the Group has agreed, but at the Group’s
sole discretion and without obligation on its part, to invite Tianjin Jinganghua,
on a non-exclusive basis, to submit quotations for the provision of interior
decoration (including signboard installation) services to the Group. In the
event that the quotation submitted by Tianjin Jinganghua is comparable to
or lower than those given by the other contractors solicited by the Group,
the Group would consider engaging Tianjin Jinganghua to undertake such
services. Furthermore, Tianjin Jinganghua has agreed that the quotation for
service that it may submit to the Group for the provision of interior decoration
services will be comparable to or lower than that it provides to any other
third party and will not be higher than the then prevailing market prices.
The consideration for the provision of the said interior decoration services is

settled within three months after the completion of the said services.
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The Company has been providing loan financing to Beijing Chaopi Jinglong
Oil Sales Company Limited (“Chaopi Jinglong”) as working capital requirement
through designated loan arrangement with Bank of Beijing. Based on such
designated loan arrangement, the Company deposited a cash amount with
Bank of Beijing, and Chaopi Jinglong received a loan from the said bank in
the same amount as the deposit of the Company to be repaid by the end
of the relevant 12-month period. Chaopi Jinglong paid an annual handling
charge to the said bank and was solely responsible for the repayment to
the Company of loan and related interest charged at the then prevailing
bank lending rate. Such designated loan arrangement is a common form
of lending between companies in the PRC and complies with the relevant

PRC laws and regulations.

Mr. Li Jun Wei is a director of each of Beijing Chaopi Flavourings Company
Limited (“Chaopi Flavourings”) and Chaopi Jinglong and holds approximately
30.84%, 31.78% and 0.82% of the equity in Chaopi Flavourings, Chaopi
Jinglong and Chaopi Trading, respectively. Chaopi Flavourings and Chaopi
Jinglong are held as to 52.63% and 54.23% respectively by Chaopi Trading,
which is held as to 79.85% by the Company. Hence, both Chaopi Flavourings
and Chaopi Jinglong are connected persons of the Company under the

Listing Rules.

On 27 October 2008, the Company and Chaopi Jinglong entered into a
designated loan agreement of which the Company has agreed to provide
financing to Chaopi Jinglong through the aforesaid designated loan
arrangement for a term of three years commenced on 1 January 2009. The

Company did not grant any loan financing to Chaopi Jinglong in 2009.

Beijing Jiazeng Foodstuff Company Limited (“Jiazeng Foodstuff “) has been
supplying, on a non-exclusive basis, to the Group various types of cooked
food for sale to its customers, pursuant to a supplemental supply agreement
dated 8 August 2006 and was renewed for a term of three years commenced
on 1 January 2009. Mr. Ma Jiazeng (“Mr. Ma”) holds an equity interest of
59.7% in Beijing Jiazeng Gongmao Company Limited, which is one of the
Company’s promoters holding approximately 0.77% of the issued shares
of the Company. Mr. Ma holds an indirect equity interest of approximately
66.7% in Jiazeng Foodstuff. Jiazeng Foodstuff is principally engaged in the

wholesale distribution of cooked food.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Jiazeng Foodstuff for the supply of the same
cooked food will not be higher, on the same per unit price basis, than the
consideration paid to it by any other third party and will not be higher than
the then prevailing market prices. The purchase price of cooked food is

settled within one month after its delivery.
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Chaopi Flavourings has been supplying, on a non-exclusive basis, to the
Group various types of flavourings, grains, flour, edible oil products and other
food stuff for sale to its customers pursuant to a supply agreement dated
3 April 2006 and was renewed for a term of three years commenced on 1
January 2009.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Chaopi Flavourings for the supply of the same
products will not be higher, on the same per unit price basis, than the
consideration paid to it by any other third party and will not be higher than
the then prevailing market prices. The purchase price is settled within one

month after its delivery.

Chaopi Jinglong has been supplying, on a non-exclusive basis, to the
Group various types of edible oil products and other food stuff for sale to
its customers pursuant to a supply agreement dated 3 April 2006 and was

renewed for a term of three years commenced on 1 January 2009.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Chaopi Jinglong for the supply of the same products
will not be higher, on the same per unit price basis, than the consideration
paid to it by any other third party and will not be higher than the then
prevailing market prices. The purchase price is settled within one month

after its delivery.

Chaopi Trading has been providing delivery and logistic services to Chaopi
Flavourings for the delivery of products to both the Group and other third
party customers pursuant to a service agreement dated 3 April 2006 and

was renewed for a term of three years commenced on 1 January 2009.

Under the service agreement, the consideration payable by Chaopi Flavourings
to the Group for the provision of such delivery services will not be less than
(i) the prevailing market fees, and (i) the consideration charged by the Group
for the provision of similar services to any other party. The consideration
for the provision of the said delivery and logistics services is settled on a

monthly basis.

Chaopi Trading has been providing delivery and logistic services to Chaopi
Jinglong for the delivery of products to both the Group and other third party
customers pursuant to a service agreement dated 3 April 2006 and was

renewed for a term of three years commenced on 1 January 2009.
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Under the service agreement, the consideration payable by Chaopi Jinglong
to the Group for the provision of such delivery services will not be less than
(i) the prevailing market fees, and (i) the consideration charged by the Group
for the provision of similar services to any other party. The consideration
for the provision of the said delivery and logistics services is settled on a

monthly basis.

The Company has been providing loan financing to Chaopi Flavourings as
working capital requirement through certain designated loan arrangement

with Bank of Beijing in the same manner as referred to in item 7.

On 27 October 2008, the Company and Chaopi Flavourings entered into a
designated loan agreement of which the Company has agreed to provide
financing to Chaopi Flavourings through designated loan arrangement for a
term of three years commenced on 1 January 2009. The Company did not

grant any loan financing to Chaopi Flavourings in 2009.

Pursuant to the lease agreement dated 15 November 2007 entered
into between the Company and Chaoyang Auxiliary, Chaoyang Auxiliary
agreed to lease to the Company a property for a term of 16 years and 9
months commencing on 1 April 2007. The rental was RMB1,895,690 for
the year ended 31 December 2009, and ranging from RMB1,081,064 to
RMB2,120,564 per annum during the period from 1 January 2010 to 31

December 2023. The rental is payable in advance on a half-yearly basis.

The leased property is located in the Chaoyang District, Beijing with a total
gross area of approximately 6,800 sq.m. and is principally used by the

Company to operate a hypermarket.

Pursuant to the lease agreement dated 2 July 2007 entered into between
the Company and Beijing Tengyuan Xingye Automobile Service Company
Limited (“Tengyuan Xingye”), a subsidiary of Chaoyang Auxiliary, Tengyuan
Xingye agreed to lease to the Company a property for a term of 15 years
commencing on 1 April 2007. The rental was RMB2,100,000 for the year
ended 31 December 2009, with a term of increase in rental for each fixed
rental period from RMB2,100,000 to RMB2,425,500 per annum during the
period from 1 January 2010 to 31 March 2022. The rental is payable in

advance on a half-yearly basis.

The leased property is located in the Chaoyang District, Beijing with a total
gross area of approximately 7,300 sg.m. and is principally used by the

Company as office, staff canteen and quarter.
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The service agreement in connection with the provision of construction, repair
and renovation services by Beijing Zhonglianjian Construction Company
Limited (“Beijing Zhonglianjian”) to the Group has expired by 31 December

2008 and no renewal was made.

Chaopi Zhongde has been supplying, on a non-exclusive basis, to the Group
various types of general merchandise mainly including consumer sanitary
products for sale to its customers. The Company and Chaopi Zhongde
entered into a supply agreement on 16 March 2009 of which Chaopi Zhongde
agreed to supply to the Group as aforesaid from 20 May 2009 (date of the
extraordinary general meeting for approving the said supply agreement) to
31 December 2011.

Under the supply agreement, the consideration payable by the relevant
member of the Group to Chaopi Zhongde for the supply of the same products
will not be higher, on the same per unit price basis, than the consideration
paid to it by any other third party and will not be higher than the then
prevailing market prices. The purchase price is settled within one month after
its delivery. The amount of RMB19,110,000 represented the total purchase
from Chaopi Zhongde by the Group during the period from 20 May 2009 to
15 October 2009 of which Chaopi Zhongde was regarded as a connected
person of the Group under Chapter 14A of the Listing Rules.

Chaopi Trading has been providing delivery and logistic services to Chaopi
Zhongde for the delivery of the merchandise of Chaopi Zhongde to both the
Group and other third parties. Chaopi Trading and Chaopi Zhongde entered
into a service agreement on 16 March 2009 of providing the aforesaid services
from 20 May 2009 (date of the extraordinary general meeting for approving

the said service agreement) to 31 December 2011.

Under the service agreement, the consideration payable by Chaopi Zhongde
to Chaopi Trading for the provision of such delivery services will not be
less than (i) the prevailing market fees, and (i) the consideration charged
by the Group for the provision of similar services to any other party. The
consideration for the provision of the said delivery and logistics services is
settled on a monthly basis. The amount of RMB13,532,000 represented the
total consideration charged by Chaopi Trading for providing delivery and
logistics services to Chaopi Zhongde during the period from 20 May 2009
to 15 October 2009 of which Chaopi Zhongde was regarded as a connected
person of the Group under Chapter 14A of the Listing Rules.
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In connection with each of the continuing connected transactions from
items 1 to 3 (on an aggregated basis) and from items 4 to 7, the
directors estimate the annual caps for each of the three years ending
31 December 2011 will exceed 0.1% and be less than 2.5% of the
applicable percentage ratios under Rule 14A.34(1) of the Listing Rules,
the Company is thus only subject to the reporting and announcement
requirements pursuant to Rules 14A.45 and 14A.47 of the Listing Rules.

Relevant announcement has been made on 27 October 2008.

In connection with each of the continuing connected transactions from
items 8 to 10, items 11 and 12 (on an aggregated basis) and item 13,
the directors estimate that the consideration ratios for each of the three
years ending 31 December 2011 will exceed 2.5% and be less than 25%,
and the annual considerations exceed HK$10 million, the Company is
thus subject to the reporting and announcement requirements pursuant to
Rules 14A.45 and 14A.47 of the Listing Rules and also the independent
shareholders’ approval requirement under Chapter 14A of the Listing
Rules. An announcement has been made on 27 October 2008 and the
relevant agreements and related annual caps for each of these continuing
connected transactions for each of the three years ending 31 December
2011 have been approved pursuant to the ordinary resolutions passed at

the extraordinary general meeting held on 29 December 2008.

With respect to the continuing connected transactions of items 14 and
15, the lease agreements were entered into before the Main Board
Migration and have complied with the requirements in accordance with
Chapter 20 of the GEM Listing Rules.

In connection with each of the continuing connected transactions of items
17 and 18, the directors estimate that the consideration ratios for the
period from 20 May 2009 to 31 December 2009 and each of the two
years ending 31 December 2011 will exceed 2.5% and be less than 25%,
and the annual considerations exceed HK$10 million, the Company is
thus subject to the reporting and announcement requirements pursuant to
Rules 14A.45 and 14A.47 of the Listing Rules and also the independent
shareholders’ approval requirement under Chapter 14A of the Listing
Rules. An announcement has been made on 16 March 2009 and the
relevant agreements and related annual caps for each of these continuing
connected transactions for the period from 20 May 2009 to 31 December
2009 and each of the two years ending 31 December 2011 have been
approved pursuant to the ordinary resolutions passed at the extraordinary

general meeting held on 20 May 2009.
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The directors (including the independent non-executive directors) have
reviewed all the above continuing connected transactions and confirmed

that the continuing connected transactions have been entered into:

a. in the ordinary and usual course of the Group’s business;

b.  onnormal commercial terms or, if there are no sufficient comparable
transactions to judge whether they are on normal commercial terms,
on terms no less favourable to the Group than those available to

or from (as appropriate) independent third parties; and

c. inaccordance with the relevant agreements governing them on terms
that are fair and reasonable and in the interests of the shareholders

of the Company as a whole.

The Board has received a letter from the external auditors in relation
to the agreed upon procedures performed on the above continuing
connected transactions and confirmed that these continuing connected

transactions:

a. have been approved by the Board;

b. are in accordance with the pricing policies of the Group in respect
of items 9, 10, 11, 12, 17 and 18;

c. have been entered into in accordance with the terms of the respective

agreements governing the transactions; and

d. items11to 13, item 17 and item 18 have not exceeded their respective

annual caps as disclosed in the relevant announcements.

The Company has complied with the disclosure requirements in

accordance with Chapter 14A of the Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

Based on public information and within the knowledge of the directors, the
Company’s public float complied with the applicable requirements of the
Listing Rules from 1 January 2009 and up to the date of this report.
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REPORT OF THE BOARD OF DIRECTORS EE &K &

COMPETITION AND CONFLICT OF INTEREST

None of the directors, supervisors or the controlling shareholder of the
Company or any of their respective associates had engaged in any
business that competed or might compete, either directly or indirectly,
with the business of the Group, or had any other conflict of interests
with the Group during the Reporting Period.

AUDITORS

The financial statements have been audited by Ernst & Young, who retired
and being eligible for their re-appointment as auditors of the Company.
A resolution will be proposed at the forthcoming annual general meeting

for their re-appointment.

ON BEHALF OF THE BOARD
Wei Tingzhan

Chairman

Beijing, PRC
19 March 2010
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REPORT OF THE SUPERVISORY COMMITTEE ESE & #H&

To the shareholders,

Since the incorporation of the Company, the supervisory committee of
the Company (the “Supervisory Committee”) adheres to the principles of
honesty and integrity in discharging its supervisory duties and obligations
cautiously and diligently in accordance with the Company’s Articles of
Association, the relevant laws and requirements of the PRC and Hong

Kong for their accountability to the shareholders and the Company.

During the Reporting Period, the major work performed by the Supervisory
Committee included the attendance of Board meetings; inspection of
resolutions made by the Board, reviewed internal control system, reviewed
the use of proceeds from the initial public offer/placement, strictly and
effectively monitored whether the policies and decisions made by the
management of the Company had confirmed with the relevant laws and
regulations and the Company’s Articles of Association and safeguarded
the interest of the Company and shareholders. The Supervisory
Committee has also reviewed the performance of the directors and
senior management in the daily operation by various means, examined
the Group’s financial affairs and connected transactions. As a result of

our work, the Supervisory Committee concluded that:

1. Decision-making process of the Company is in compliance with
the Company’s Article of Association. Proper and adequate internal
control system has been established. The directors and senior
management observed their fiduciary duties and worked diligently
and legally. The Supervisory Committee is not aware the directors
and senior management of the Company acted in breach of
the relevant laws and regulations and the Company’s Articles of

Association or against the interests of shareholders.

2. The Company’s 2009 financial statements reflected a true and fair
view of the financial position and operating results of the Group in
material aspects. The unqualified opinion expressed in the auditors’

report issued by Ernst & Young is objective and fair.

3. All continuing connected transactions and connected transactions
conducted in the Reporting Period between the Group and its
connected persons were in the ordinary course of business and
have not discovered any act that prejudiced the interests of the

Company and shareholders.
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REPORT OF THE SUPERVISORY COMMITTEE EfE=&3f&E

4. The Group did not encounter any major litigation during the Reporting
Period.

We would like to express our appreciation to the strenuous supports given
by the shareholders, directors and all staff to the work of the Supervisory

Committee during the Reporting Period.

BY ORDER OF THE SUPERVISORY COMMITTEE
Qu Xinhua
Chairman

Beijing, PRC
19 March 2010
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

£%  ZELSREEABNEALEH

DIRECTORS

Executive Directors

Mr. Wei Tingzhan, aged 56, is the Chairman of the Board and an
executive director. He was elected as a representative of the 13th Beijing
People’s Congress. From 1991 to 1994 and 1999 to 2004, he was the
general manager of Chaoyang Auxiliary. From 1994 to 2002, he was the
general manager of Beijing Jingkelong Shang Sha (“Jingkelong Shang
Sha”), the predecessor of Beijing Jingkelong Supermarket Chain Group
Company Limited (“Jingkelong Supermarket”). He was the managing
director of Jingkelong Supermarket from 2002 to 2004. Since November
2004, he has been the Chairman of the Board. In December 2008, Mr. Wei
was honoured with the title of “Outstanding figure of Chinese commerce
& service industry during the 30 years of reform and opening-up” (“#
EERGENERR=TBAFLBAY") by the China General Chamber

of Commerce and China Business Herald.

Mr. Li Jianwen, aged 49, is the General Manager of the Company and
an executive director. He worked in Jingkelong Shang Sha as the deputy
general manager from 1998 to 2002. From 2002 to 2004, he was a
director and the deputy general manager of Jingkelong Supermarket.
He has been the managing director of the Company since 2004. He is
also the chairman of Chaopi Trading.

Ms. Li Chunyan, aged 37, is an executive director. Ms. Li obtained
a bachelor’s degree and subsequently a master’'s degree in private
international law from China University of Politics & Law of China. She
was the Officer of the Bureau of Law of Jingkelong Shang Sha from
2001 to 2002. In addition, she was the Officer of the Bureau of Law and
the Secretary to the board of directors of Jingkelong Supermarket from
2002 to 2004. Since November 2004, she has been one of the executive
directors. She has been appointed as the Company’s Chief Financial
Officer and deputy general manager since 29 December 2008.

Mr. Liu Yuejin, aged 50, is an executive director. From 2000 to 2004,
he was the general manager of Beijing Jingkelong (Langfang) Company
Limited. Between 2002 and 2004, he was one of the directors of Jingkelong
Supermarket. Since November 2004, he has been an executive director.
During part of 2005 and 2006, he was the manager of the First Operation
Division of the Company. Since September 2006 to December 2008,
he has been the head of the coordination team and the manager of the
Jiuxiangiao Community Shopping Centre. Since 2009, he has been the
manager of the Operation Division of Shopping Centre and then the First
Operation Division of Supermarkets of the Company.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

NON-EXECUTIVE DIRECTORS

Mr. Gu Hanlin, aged 57, is a non-executive director. From 2002 to 2004,
he was a chairman of the board of Jingkelong Supermarket. Since May
2004, he has been the general manager of Chaoyang Auxiliary. Since

November 2004, he has been a non-executive director.

Mr. Li Shunxiang, aged 57, is a non-executive executive director. From
2000 to present, he is the general manager of Beijing Zhonglianjian
Construction Company Limited. From 2002 to 2004, he was a non-
executive director of Jingkelong Supermarket. Since November 2004,

he has been a non-executive director.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Fan Faming, aged 56, is an independent non-executive executive
director. Mr. Fan obtained a master’s degree in Business Administration
from Monash University, Australia and a doctorate degree from Central
South University of Technology. He is currently a professor at the Institute
of Finance and Commerce Management Beijing and a visiting professor
at Asia International Open University (Macau). He is also a senior member
of Hong Kong Quality Management Association. Since January 2005, he

has been an independent non-executive director.

Mr. Huang Jiangming, aged 46, is an independent non-executive
executive director. Mr. Huang obtained a master’s degree in Economics
from Renmin University of China and a PhD in Commercial Science from
Kobe University. He is currently the assistant to the Dean of and a deputy
professor at the School of Business, Renmin University of China. Since

January 2005, he has been an independent non-executive director.

Mr. Chung Chi Kong, aged 39, is an independent non-executive
executive director. Mr. Chung is also the chairman of the Company’s
audit committee. He is a member of the Association of Chartered Certified
Accountants and the Hong Kong Institute of Certified Public Accountants.
He has over nine years audit experience in international accounting
firms and two years accounting experience. He is currently a director of
Ascension Financial Services Group Limited. Since July 2005, he has

been an independent non-executive director.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

B EESNReREBAENEAER

SUPERVISORS

Ms. Qu Xinhua, aged 56 is a supervisor of the Company. From 2002 to
2004, she was the deputy general manager of Jingkelong Supermarket.
Since November 2004, she has been a supervisor of the Company.
Since November 2007, she has been the chairman of the Company’s

committee of supervisors.

Mr. Yang Baoqun, aged 57, is a supervisor of the Company. He was
a supervisor of Jingkelong Supermarket from 2002 to 2004. Since

November 2004, he has been a supervisor of the Company.

Mr. Chen Zhong, aged 46, is a supervisor of the Company. Mr. Chen
obtained his doctorate from Peking University. He is a professor in the
School of Software and Microelectronics at the Peking University. He has
been the Dean of the School of Software and Microelectronics of the
Peking University since June 2002. Since January 2005, he has been a

supervisor of the Company.

Ms. Cheng Xianghong, aged 38, is a supervisor of the Company. Ms.
Cheng obtained her bachelor degree from Renmin University of China.
She is a qualified accountant, certified public valuer and registered tax
agent. She has previously worked in Beijing Ding Xin Li accounting firm.
She has been the deputy general manager and financial controller of
Beijing Zhongguancun City Construction Company since December 2003.

Since January 2005, she has been a supervisor of the Company.

Ms. Wang Shuying, aged 54, is a supervisor of the Company. From 2003
to 2004, she was a manager of the Third Operation Division of Jingkelong
Supermarket. She was a supervisor of Jingkelong Supermarket from 2003
to October 2004. During part of 2005 and 2006, she was the manager
of the Third Operation Division of the Company. From September 2006
to February 2007, she was the manager of the First Operation Division of
the Company. Since February 2007, she has been the general manager
of Shoulian. Since February 2006, she has been a supervisor of the

Company.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Ms. Yao Jie, aged 47, is a supervisor of the Company. From 2002 to
2004, she was the deputy officer of the Human Resources Department
of Jingkelong Supermarket. During November 2004 to July 2009, she
has been the deputy officer of the Human Resources Department of the
Company. Since July 2009, she has been the Officer of the Manager
Office of the Company. Since November 2007, she has been a supervisor
of the Company.

SENIOR MANAGEMENT

Mr. Gao Jingsheng, aged 55, was the assistant general manager of
Jingkelong Supermarket from 2002 to 2004. From 1999 to 2002, he
was the assistant general manager of Chaoyang Auxiliary. From 1998
to 1999, he was the assistant general manager of Jingkelong Shang
Sha. He has been the assistant general manager of the Company since
November 2004.

Mr. Zhao Weili, aged 57, was the assistant general manager of Jingkelong
Supermarket from 2002 to 2004. From 1990 to 2002, he was the assistant
general manager of Chaoyang Auxiliary. From 1998 to 1999, he was the
assistant general manager of Jingkelong Shang Sha. He has been the

assistant general manager of the Company since November 2004.

Mr. Li Shenlin, aged 46, was the manager of several retail outlets
from 1997 to 2007. He was the manager of the Operation Division of
Hypermarkets of the Company from March 2007. From 2008, he was
the assistant to the manager of the Company. Since August 2009, he
has been the assistant general manager of the Company.

Mr. Keung Siu Fai, aged 51, is the financial controller, the qualified
accountant and one of the joint company secretaries of the Company.
Prior to joining the Company in February 2005, Mr. Keung was the
company secretary of Kong Sun Holdings Limited, a Hong Kong listed
company. He has over 13 years of working experience with international
accountant firms in accounting, auditing and financial services. He
obtained his master’s degree in Commerce from the University of New
South Wales and a bachelor’s degree in Science from the University of
London. He is a member of the Hong Kong Institute of Certified Public

Accountants and a member of Certified Public Accountants Australia.
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INDEPENDENT AUDITORS’ REPORT & 37 7% £k Al &

Ernst & Young
18th Floor

Ell ERNST & YOUNG
=7 ik

8 Finance Street, Central
Hong Kong

Tel: +852 2846 9888
Fax: +852 2868 4432
www.ey.com

To the shareholders of Beijing Jingkelong Company Limited
(A joint stock limited company incorporated in the People’s Republic
of China)

We have audited the financial statements of Beijing Jingkelong Company
Limited (the “Company”) and its subsidiaries (collectively the “Group”)
set out on pages 62 to 159, which comprise the consolidated and
company statements of financial position as at 31 December 2009,
and the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended,
and a summary of significant accounting policies and other explanatory

notes.

Directors’ responsibility for the financial statements

The directors of the Company are responsible for the preparation and
the true and fair presentation of these financial statements 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. This responsibility includes
designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making

accounting estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. Our report is made solely to you, as a body, and for
no other purpose. We do not assume responsibility towards or accept

liability to any other person for the contents of this report.
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We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance as to whether

the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditors’ judgement, including the assessment
of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and true
and fair presentation of the financial statements 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 financial statements.

We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the
state of affairs of the Company and of the Group as at 31 December
2009 and of the Group’s profit and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the Hong Kong Companies
Ordinance.

Ernst & Young

Certified Public Accountants

Hong Kong
19 March 2010
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CONSOLIDATED INCOME STATEMENT & f#fi8zmak

Year ended 31 December 2009 EZ=—ZEZENF+-HA=1—HIFE

2009 2008
—EEAE —ZET)NF
Notes RMB’000 RMB’000
B aE ARBT R AREFIT
(Restated)
(EFRE)
REVENUE 'ON 5 6,691,036 6,683,791
Cost of sales SHERA (5,759,316) (5,759,521)
Gross profit EF 931,720 924,270
Other income and gains H A Ug A K Uz 5 423,709 345,568
Selling and distribution costs SHE R SR A (744,743) (669,770)
Administrative expenses THAX (226,943) (195,360)
Other expenses Hp (45,069) (33,333)
Finance costs BhE A A 6 (85,109) (91,100)
Share of losses of associates DEHEE RN B EE - (11)
PROFIT BEFORE TAX BR¥E AR 7 253,565 280,264
Income tax expense FriSfim s 10 (65,049) (76,581)
PROFIT FOR THE YEAR EERA 188,516 203,683
Attributable to: G -
Owners of the parent S REIFAEA 13 147,783 156,758
Minority interests DHIR R 40,733 46,925
188,516 203,683
EARNINGS PER SHARE ATTRIBUTABLE A FEERIEEA
TO ORDINARY EQUITY HOLDERS EEERAER
OF THE PARENT
Basic (RMB) 2R (AR%)
— For profit for the year RE 13 35.9 cents 38.0 cents

Details of the dividends payable and proposed for the year are disclosed ~ ANEEEM I E R EHK B Z 151 E R 155K

in note 12 to the financial statements. REIFE12 ©
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME & ff & 85

Year ended 31 December 2009 B Z—ZEFNF+-HA=1+—HIEFE

2009 2008
—ZEAEF —ET)N\F
Note RMB’000 RMB’000
BsE ARETT ARETIT
PROFIT FOR THE YEAR FERF 188,516 203,683
Available-for-sale investment: Al H E R AR E ¢
Changes in fair value ~REEBEE 3,208 (2,595)
Income tax effect FrisHiss & (986) =
OTHER COMPREHENSIVE FEAEMEE
INCOME/(LOSS) FOR THE YEAR, Wi (EE)
NET OF TAX BRELFEE 18(a) 2,222 (2,595)
TOTAL COMPREHENSIVE INCOME FERAZEKZEEE
FOR THE YEAR 190,738 201,088
Attributable to: BN
Owners of the parent SREFAEA 150,005 154,163
Minority interests DHAR RS 40,733 46,925
190,738 201,088
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION & §f 81 %R 5L 5%

31 December 2009 —ZFEZEAF+—A=+—H

2009 2008
—EEAFE ZETNF
Notes RMB’000 RMB’000
B aE ARET T ARET T
(Restated)
(BEFRE)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - BE kEE 14 1,666,608 1,528,479
Investment properties B 15 7,793 7,783
Lease prepayments for land use right -t PR #EFR E TR A 3R 16 88,271 74,549
Available-for-sale investments Al E R A E 18 4,293 1,085
Intangible assets B EE 19 7,330 8,583
Other long term lease prepayments H i REAEETENR 20 64,532 67,434
Total non-current assets FEmENE E ARG 1,838,827 1,687,913
CURRENT ASSETS REBEE
Available-for-sale investment A ERAEE 18 - 50,000
Inventories FE 21 785,251 710,080
Trade receivables JE L BR 3R 22 1,198,390 970,086
Prepayments, deposits and ERR - Ze Rk
other receivables H b UK 23 430,566 272,700
Loan receivable JEUWE R 24 50,000 50,000
Pledged deposits [ iER 25 51,999 30,387
Cash and cash equivalents Re MBS EEY 25 413,811 543,028
Total current assets REAEAET 2,930,017 2,626,281
CURRENT LIABILITIES REAME
Trade and bills payables BRI ER 26 1,031,207 798,976
Debentures BE% 27 - 370,000
Tax payable FESA 1A 50,005 72,510
Other payables and accruals HEMERNRKRIERE R 28 544,630 493,764
Interest-bearing bank and M EERITER R
other borrowings HAbERK 29 1,575,980 1,008,513
Deferred income — current portion BEEWA — REIER 30 910 4,282
Total current liabilities BB EEGT 3,202,732 2,748,045
NET CURRENT LIABILITIES REBAEFEE (272,715) (121,764)
TOTAL ASSETS LESS HWEERRBERE
CURRENT LIABILITIES 1,566,112 1,566,149
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION & §f 8 %5k 5L 5%

31 December 2009 —ZEZEAF+=—A=+—H

2009 2008
—ZETAF —TENF
Notes RMB’000 RMB’000
BIsE AR® T AREFT
(Restated)
(EFHER)
TOTAL ASSETS LESS BEERRBDAR
CURRENT LIABILITIES 1,566,112 1,566,149
NON-CURRENT LIABILITIES kRBER
Interest-bearing bank and i EERITE R &
other borrowings HAbfER 29 6,000 56,000
Deferred income IRIEWA 30 2,665 2,932
Deferred tax liabilities REFRRIEEE 31 11,671 11,601
Other long term payables H b REAERER 8,900 7,000
Total non-current liabilities SEMEN B B 29,236 77,533
Net assets FEE 1,536,876 1,488,616
EQUITY N
Equity attributable to BATFE AELBRAR
owners of the parent
Issued capital BT 32 412,220 412,220
Reserves s 33(a) 902,038 826,233
Proposed final dividend FOR AR HRRR S 12 74,200 86,566
1,388,458 1,325,019
Minority interests DR RER 148,418 163,597
Total equity R A48 1,536,876 1,488,616
Wei Tingzhan Li Chunyan
#EH =5
Director Director
EFE
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N\ 2

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY &4tz # g%

Year ended 31 December 2009 EZ=—ZEZENF+-HA=1—HIFE

Attributable to owners of the parent

BOARAARE
Available-
for-sale
investment
revaluation  Statutory  Proposed
Issued Share reserve surplus final Minority
capital  premium Capitl ~ TfHE  reseve  dividend  Retained interests Total
BRT  acomt  reseve  RARE  iEEB R profits Totdl  JERR equity
ke RARER  EARE  ERRE MRE  RERE  REEA it B ERS
Notes RMBOO0 ~ RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0  RMBOO0O  RMB'000
izt ARETn  ARETn ARETR ARETT ARETT ARETT ARETR ARETR ARETR AREfR
(note 33)
(KizE33)
Year ended HECZRfF
31 December 2008 TZAZT-ALEE
(Restated) (EHRg)
As at 1 January 2008 NZZENE-A-A 42,220 605,171 5,121 3,330 58,204 72,139 86,610 12429% 163297 1,406,292
Total comprehensive FEEANEET
income for the year - - - (2,59) - - 156,758 : 46925 201,088
2007 dividend declared ER-FRLERRE - - - - - (1% - : N PARY
Dividends paid to BfibERERS
minority equity holders - - - - - - - - (09974 (69974)
Cash controutions from DEREREA
minorty equty holders RERA 28865 28865
Acquistion of mnority interests ~ RESEREER - - - - - - - - [BAle) [5516)
Proposed final 2008 dvidend ~ REZFRN\ERERE 12 - - - - - 6566 (86,560) = = =
Transfer from retaned profts ~ REGAFER - - - - 2483 - (148 - - -
As at 31 December 2008 RN
TZA=1-H 412200 606,171 5,121* 73 79687 86566  135519" 1325019 163597 1,488,616
Year ended HECEENE
31 December 2009 TIAZT-ALEE
As at 1 January 2009 RZZENF-A-A 412220 605,171 5,121 735 79687 86566 135,519 1325019 163507 1,488,616
Total comprehensive FEEANES
income for the year - - - 2,222 - - 147783 150,005 40,733 190,738
2008 dividend declared ER-35)\FRRE - - - - - (86,566) - (86,566) - (86,566)
Dividends pald to Bfid#RERSE
minority equity holders - - - - - - - - (49932 (49,932
Acquision of minorty interests A DB R - - - - - - - - (5% (590)
Proposed final 2009 dvidend ~ RE_ZENERASRE 12 - - - - - TAN0 (74200 - - -
Transfer from retaned profits ~ RERHER - - - - 16469 - (16,469 - - -
As at 31 December 2009 HoERNE
tZA=1-A 412220 605,171* 5121 2057 96,156 74200 192,633 1,388458 148418 1,536,876

* ZERBEREBLEHINEHUBRARFTHNE
BHE B AR 902,038,000 ( ZZTZ/\F: AR
826,233,0007T ) °

These reserve accounts comprise the consolidated reserves of
RMB902,038,000 (2008: RMB826,233,000) in the consolidated statement

of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS & ffiREemE R

Year ended 31 December 2009 B Z—ZEFNF+-HA=1+—HIEFE

2009 2008
—EThF ZZETNF
Notes RMB’000 RMB’000
BsE AR®T T ARET T
(Restated)
(EFRR)
CASH FLOWS FROM OPERATING RELEEHNEESRE
ACTIVITIES
Profit before tax BREE R A 253,565 280,264
Adjustments for: FAT S IEM LA
Finance costs BB R 6 85,109 91,100
Interest income FEWA 5 (26,329) (22,921)
Amortisation of intangible assets M\ EE#E 7 1,968 1,937
Gain on liquidation of associates BEBE QTR 5 - (158)
Recognition of lease prepayments HERR L Hb 3
for land use rights METER 7 2,454 1,913
Share of losses of associates DL A R E e - 11
Losses on disposal of items of property, BREYE « HEXR
plant and equipment, net HfEEETE 7 13,010 366
Depreciation e 7 138,578 121,679
Reversal of impairment of trade JREE LST B 35k % EL At JRE LA R
and other receivables REREE] 7 (153) (1,430)
Recognition of deferred income TR T AR AR U A
from government grants 30(a) (267) (267)
Excess over the cost of acquisition TR 160 U e A BAR BN i 2
of minority interests AR Z &5 5 - (4,667)
467,935 467,827
Increase in inventories FEEM (75,171) (110,530)
Increase in trade receivables JE UK AR SR 0 (228,151) (225,038)
Increase in prepayments, deposits AR ek
and other receivables o e USRI N (145,926) (75,622)
Decrease/(increase) in other ERIAHEEEMNR
long term lease prepayments L, (38 m) 20 2,902 (47,135)
Increase/(decrease) in trade and AN S E S
bills payables #En, O A) 232,231 (17,819)
(Decrease)/increase in other Hih e kIR E A
payables and accruals R A>) /10 (26,600) 103,844
Increase in other long term payables A R HA R4S 5138 0 1,900 7,000
(Decrease)/increase in deferred income PTG ),/ 40 30(b) (3,372) 1,960
Cash generated from operations KEEANIRS 225,748 104,487
Interest paid BRFE (96,018) (67,566)
PRC corporate income tax paid BB ERTER (88,470) (64,809)
Net cash flows from/(used in) BB (AR EEESH
operating activities REREFHE 41,260 (27,888)
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CONSOLIDATED STATEMENT OF CASH FLOWS & ffiREemE R

Year ended 31 December 2009 EZ=—ZEZNF+-HA=1—HIFE

2009 2008
—EEAF —ZET)N\F
Note RMB’000 RMB’000
B 5T AR T AREEF T
Net cash flows from/(used in) BE, (AR & ES
operating activities REMEFEE 41,260 (27,888)
CASH FLOWS FROM INVESTING REREZBHZRERE
ACTIVITIES
Interest received LS 20,368 22,921
Purchase of items of property, BEWE - BE&&E
plant and equipment (209,259) (357,236)
Addition to lease prepayments for BATHERERERNR
land use right (16,176) -
Purchase of intangible assets BEELEAE (715) (2,556)
Proceeds from disposal of items of BEWZE  BFE R&EMSHIE
property, plant and equipment 642 1,306
Acquisition of minority interests W hE D BRI R fE e (5,980) (849)
Prepayment for acquisition of U i D AR SR 2 TRAS 3R
minority interests (5,980) -
Increase in pledged time deposits B E BR 17 FE 0 (21,612) (10,973)
Proceeds from disposal of BB ERANEEMEHIE
an available-for-sale investment 50,000 =
Decrease in an investment deposit KEFTRD - 100,000
Cash receipts from liquidation of
associates B B N B TS E - 269
Net cash flows used in AREEEENIES
investing activities =T (188,712) (247,118)
CASH FLOWS FROM FINANCING REMETHZRERE
ACTIVITIES
Cash contributions from DEBREFEERSEA
minority equity holders - 28,865
Proceeds from issue of debentures BEITEFFTZ R - 370,000
Repayment of debentures EREHIA (370,000) (370,000)
New bank loans and other borrowings FIZIRITE R R EMIE R 2,039,980 1,439,138
Repayment of bank loans and BEBRITERREAMER
other borrowings (1,522,513) (1,052,462)
Dividends paid B E (86,566) (72,139)
Dividends paid to minority equity holders Bt > ERXH AL S (42,666) (27,308)
Net cash flows from financing activities RERMEEHHNIRES REFHE 18,235 316,094
NET (DECREASE)/INCREASE IN BERBLEEYWORD), B
CASH AND CASH EQUIVALENTS F (129,217) 41,088
Cash and cash equivalents at
beginning of year FURERREEED 543,028 501,940
CASH AND CASH EQUIVALENTS
AT END OF YEAR FRBEE RIS EEY 413,811 543,028
ANALYSIS OF BALANCES OF CASH Be RS EEMHREIN
AND CASH EQUIVALENTS
Cash and bank balances B RIRTTAE &R 25 413,811 543,028
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STATEMENT OF FINANCIAL POSITION B #5R 3%

31 December 2009 —ZEZEAF+=—A=+—H

2009 2008
—EThF ZZETNF
Note RMB’000 RMB’000
P aE AR®T T ARET T
(Restated)
(BEFHRE)
NON-CURRENT ASSETS ERBEE
Property, plant and equipment Y% - BRE REE 14 1,475,142 1,348,383
Investment properties "B 15 7,793 7,783
Lease prepayments for land use right + i {FE AR ETE TR 16 88,271 74,549
Interests in subsidiaries 1M A Al 17 440,962 476,233
Intangible assets EEE 19 4,623 4,756
Other long term lease prepayments A REMEETR TR 20 43,372 43,195
Total non-current assets ERBEEMGT 2,060,163 1,954,899
CURRENT ASSETS REBEE
Available-for-sale investment Al E R AIR & 18 - 50,000
Inventories FE 21 271,849 248,068
Trade receivables JRURBR R 22 480,917 354,302
Prepayments, deposits and AR Bk
other receivables H b e Wk 23 100,996 41,869
Loan receivable EWE R 24 50,000 50,000
Pledged deposits BHEAIFHK 25 21,860 =
Cash and cash equivalents e KIAeEEY 25 240,379 319,261
Total current assets mENE R ET 1,166,001 1,063,500
CURRENT LIABILITIES REBEE
Trade and bills payables FERERRREE 26 527,567 406,373
Debentures (65 27 - 370,000
Tax payable e A I8 13,220 25,097
Other payables and accruals HEmERNRRIERE R 28 423,543 391,291
Interest-bearing bank and Bt B ERITE R R A At AR
other borrowings 29 856,000 444 375
Deferred income — current portion EEWA — R ERE 30 910 4,282
Total current liabilities mE B EET 1,821,240 1,641,418
NET CURRENT LIABILITIES REBEEFE (655,239) (577,918)
TOTAL ASSETS LESS CURRENT BEERRD
LIABILITIES =0 1,404,924 1,376,981
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STATEMENT OF FINANCIAL POSITION B #57R i<

31 December 2009 —ZEZEAF+=—A=+—H

2009 2008
—EEThEF ZZT)N\F
Notes RMB’000 RMB’000
B 5 ARET ARBTIT
(Restated)
(EFHE)
TOTAL ASSETS LESS CURRENT BEERRDARS
LIABILITIES 1,404,924 1,376,981
NON-CURRENT LIABILITIES
Interest-bearing bank and
other borrowings 29 6,000 56,000
Deferred income 30 2,665 2,932
Deferred tax liabilities EIER IR B & 31 10,685 11,601
Other long term payables H - REAEM R 7,000 6,000
Total non-current liabilities 26,350 76,533
Net assets 1,378,574 1,300,448
EQUITY
Issued capital 32 412,220 412,220
Reserves 33(b) 892,154 801,662
Proposed final dividend BURRARRE B 12 74,200 86,566
Total equity 1,378,574 1,300,448
Wei Tingzhan Li Chunyan
=HEK
Director
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NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZEZEAF+=—A=+—H

2.1

CORPORATE INFORMATION

Beijing Jingkelong Company Limited (the “Company”) is a joint
stock limited company incorporated in the People’s Republic of
China (the “PRC”).

The registered office of the Company is located at 45 Xinyuan Street,
Chaoyang District, Beijing, PRC. The principal place of business
of the Company in Hong Kong is located at 20th Floor, Alexandra
House, 16-20 Chater Road, Hong Kong.

The Company and its subsidiaries (collectively referred to as
the “Group”) are principally engaged in the retail and wholesale
distribution of daily consumer products in the region covering Beijing
city and certain parts of its periphery. The details of the principal
activities of the subsidiaries are set out in note 17 to the financial

statements.

In the opinion of the directors, the controlling shareholder of the
Company is Beijing Chaoyang Auxiliary Food Company (“Chaoyang

Auxiliary”), a state-owned enterprise established in the PRC.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs”) (which
include all Hong Kong Financial Reporting Standards, Hong Kong
Accounting Standards (“HKASs”) and Interpretations) issued by the
Hong Kong Institute of Certified Public Accountants, accounting
principles generally accepted in Hong Kong and the disclosure
requirements of the Hong Kong Companies Ordinance. They have
been prepared on a historical cost convention, except for the
equity investments, which have been measured at fair value. These
financial statements are presented in Renminbi (“RMB”) and all
values are rounded to the nearest thousand except when otherwise

indicated.
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NOTES TO FINANCIAL STATEMENTS 87 75 #3< Md &3

31 December 2009 —ZEZEANF+=—A=+—H

2.1 BASIS OF PREPARATION (Continued)

72

As at 31 December 2009, the Group had net current liabilities
of RMB272,715,000. Based on the Group’s history of obtaining
financing, available banking facilities, operating performance, working
capital forecast and financial obligations in the next twelve months,
the directors consider that there are sufficient financial resources
available to the Group to meet its liabilities as when they fall due
and to carry on its business in the foreseeable future. Accordingly,
the directors have prepared these financial statements on a going
concern basis.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Group for the year ended 31 December 2009. The
results of subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and continue
to be consolidated until the date that such control ceases. All
income, expenses and unrealised gains and losses resulting from
intercompany transactions and intercompany balances within the

Group are eliminated on consolidation in full.

The acquisition of subsidiaries is accounted for using the purchase
method of accounting. This method involves allocating the cost of
the business combinations to the fair value of the identifiable assets
acquired, and liabilities and contingent liabilities assumed at the
date of acquisition. The cost of the acquisition is measured at the
aggregate of the fair value of the assets given, equity instruments
issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Contingent
consideration is recognised if the adjustment is probable and can
be measured reliably. Subsequent measurement to the contingent

consideration affects goodwill.

Minority interests represent the interests of outside shareholders not
held by the Group in the results and net assets of the Company’s
subsidiaries. An acquisition of minority interests is accounted for
using the parent entity extension method whereby the difference
between the consideration and the book value of the share of net

assets acquired is recognised as goodwill.
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NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZEZEAF+=—A=+—H

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

The Group has adopted the following new and revised HKFRSs for

the first time for the current year’s financial statements.

HKFRS 1 and Amendments to HKFRS 1 First-time
HKAS 27 Adoption of HKFRSs and HKAS 27
Amendments Consolidated and Separate Financial

Statements — Cost of an Investment in
a Subsidiary, Jointly Controlled
Entity or Associate

HKFRS 2 Amendments to HKFRS 2 Share-based

Amendments Payment — Vesting Conditions and
Cancellations

HKFRS 7 Amendments to HKFRS 7 Financial

Amendments Instruments: Disclosures — Improving
Disclosures about Financial Instruments

HKFRS 8 Operating Segments

HKFRS 8 Amendment to HKFRS 8 Operating
Amendment* Segments — Disclosure of information

about segment assets (early adopted)
HKAS 1 (Revised) Presentation of Financial Statements

HKAS 18

Amendment*

Amendment to Appendix to HKAS 18
Revenue — Determining whether
an entity is acting as a principal or
as an agent

HKAS 23 (Revised) Borrowing Costs

22 B HRERBEEE L

AEBERAFE M BREEREBATH
AT RERTN BB B ME LR -

BRUBRE
ZERNFE 15
kEB &
ERIZE27 5%
(EHEN

BERUBREER
F2RAEFT A

BRUBRELER
BTRIERTA

BB BEE

285
BB BRE
RIS 85
T

W
palll}

BEgT LR
158 (K485T)

BAZE AR
ERRTACH PN

EE gL

FE23%: (£&{&37T)

ERUBERELER
FEREARA
BB EHE
EAIRBB G
ERIE275R & 0F
REGREHEK —
RHE A
B ENFHE
NI|0F: 8- VI
AIIEET

BN EHRELER
FB2RUM T —
BRI 1 Rt 569
Ll

ERUHERELER
FTREMTA
KE—INEE R
T AAHKE

ERUHREER
FOWALE DAL —
DEEEEERE
(RHERA ) e9EaT

HBIREZAZ

BB 4R

F185RMTERMA —
R — R B
ZHALEZAEA
H91EET

BB

SEENFFR LIRREEHXSEROARAT 73



NOTES TO FINANCIAL STATEMENTS 87 75 #3< Md &3

31 December 2009 —ZEZEAF+—A=+—H

2.2 CHANGESINACCOUNTINGPOLICY ANDDISCLOSURES
(Continued)

HKAS 32 and HKAS 1

Amendments

Amendments to HKAS 32 Financial
Instruments: Presentation and HKAS 1
Presentation of Financial Statements —
Puttable Financial Instruments and

Obligations Arising on Liquidation

HK(IFRIC)-Int 9 and Amendments to HK(IFRIC)-Int 9

HKAS 39 Reassessment of Embedded
Amendments Derivatives and HKAS 39 Financial
Instruments: Recognition and
Measurement — Embedded Derivatives
HK(IFRIC)-Int 13 Customer Loyalty Programmes
HK(IFRIC)-Int 15 Agreements for the Construction of
Real Estate
HK(IFRIC)-Int 16 Hedges of a Net Investment in

a Foreign Operation
HK(IFRIC)-Int 18 Transfers of Assets from Customers
(adopted from 1 July 2009)
Improvements to Amendments to a number of HKFRSs
HKFRSs
(October 2008) **

* Included in Improvements to HKFRSs 2009 (as issued in May 2009).
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** The Group adopted all improvements to HKFRSs issued in October

2008 except for the amendments to HKFRS 5 Non-current assets

Held for Sale and Discontinued Operations — Plan to sell the controlling

interest in a subsidiary, which are effective for annual periods beginning
on or after 1 July 2009.
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NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZFEZEAF+=—A=+—H

2.2 CHANGESINACCOUNTINGPOLICY ANDDISCLOSURES

(Continued)

Other than as further explained below regarding the impact of the
adoption of HKFRS 8 and HKAS 1 (Revised) resulted in new or
amended disclosures and the adoption of HK(IFRIC)-Int 13 resulted
in changes in accounting policies, the adoption of these new and
revised HKFRSs has had no significant financial effect on these
financial statements and there have been no significant changes to

the accounting policies applied in these financial statements.

(@) HKFRS 8 Operating Segments

HKFRS 8, which replaces HKAS 14 Segment Reporting,
specifies how an entity should report information about
its operating segments, based on information about the
components of the entity that is available to the chief operating
decision maker for the purposes of allocating resources to the
segments and assessing their performance. The standard also
requires the disclosure of information about the products and
services provided by the segments, the geographical areas
in which the Group operates, and revenue from the Group's
major customers. The Group concluded that the operating
segments determined in accordance with HKFRS 8 are the
same as the business segments previously identified under
HKAS 14. These revised disclosures, including the related
revised comparative information, are shown in note 4 to the

financial statements.

The Group has early adopted in these financial statements the
Amendment to HKFRS 8 issued in Improvements to HKFRSs
2009 which clarifies that segment assets need only to be
reported when those assets are included in measures that are

used by the chief operating decision maker.
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2.2 CHANGESINACCOUNTINGPOLICY ANDDISCLOSURES
(Continued)

76

(b) HKAS 1

(c)

(Revised) Presentation of Financial
Statements

HKAS 1 (Revised) introduces changes in the presentation
and disclosures of financial statements. The revised standard
separates owner and non-owner changes in equity. The
statement of changes in equity includes only details of
transactions with owners, with all non-owner changes in
equity presented as a single line. In addition, this standard
introduces the statement of comprehensive income, with all
items of income and expense recognised in profit or loss,
together with all other items of recognised income and expense
recognised directly in equity, either in one single statement, or
in two linked statements. The Group has elected to present

two statements.

HK(IFRIC)-Int 13 Customer Loyalty Programmes

HK(IFRIC)-Int 13 requires customer loyalty credits to be
accounted for as a separate component of the sales transaction
in which they are granted. The consideration received in the
sales transaction is allocated between the loyalty award credits
and the other components of the sale. The amount allocated
to the loyalty award credits is determined by reference to their
fair value and is deferred until the awards are redeemed or
the liability is otherwise extinguished. The Group maintains a
loyalty points programme, Consumption Points, within its retail
segment. The programme allows customers to accumulate
points when they purchase goods in the Group’s retail outlets.
The points can then be redeemed for discounts or free goods,
subject to a minimum number of points being obtained. The
temporary difference arising from the accrued sales discount
available for offsetting against future taxable profit was
recognised as deferred tax assets accordingly. The Group has
historically recorded selling expense and accruals at the time
of sale based on the costs expected to be incurred to redeem
the discount or supply goods in the future. HK(IFRIC)-Int 13 has
no specific provisions on transition. Therefore, the Group has
followed HKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors to apply the changes retrospectively. The
impact of such changes to the comparative amounts as at 1
January 2008 is insignificant, only the financial information of

2008 has therefore been restated.
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2.2 CHANGESINACCOUNTINGPOLICYANDDISCLOSURES 22 €:tBEREES{(£Z)
(Continued)

(¢) HK(IFRIC)-Int 13 Customer Loyalty Programmes (c) BE(BERGKBREREEZEES )R

(Continued)

Under the new policy, consideration received is allocated
between the goods sold and the points issued, with the
consideration allocated to the points equal to their fair value.
Fair value of the points is determined by applying statistical
analysis. The fair value of the points issued is deferred and

recognised as revenue when the points are redeemed.

As a result of the adoption of HK(IFRIC)-Int 13, the following
adjustments were made to the financial information of the

prior year:

For the year ended 31 December 2008:

Net decrease in revenue: RMB10,566,000

Net decrease in selling and RMB10,566,000

distribution costs:
As at 31 December 2008:
Net increase in deferred income

RMB4,015,000

Net decrease in other payables and
accruals RMB4,015,000

The restatement of financial information of the prior year has
had no impact on the Group’s earnings per share for the year
ended 31 December 2008.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG

FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised HKFRSs,

that have been issued but are not yet effective, in these financial

statements:

HKFRS 1 (Revised)

HKFRS 1
Amendments

HKFRS 2
Amendments

HKFRS 3 (Revised)

HKFRS 9

HKAS 24 (Revised)

HKAS 27 (Revised)

HKAS 32

Amendment

HKAS 39
Amendment

HK(IFRIC)-Int 14
Amendments

First-time Adoption of Hong Kong
Financial Reporting Standards’
Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards — Additional
Exemptions for First-time
Adopters?/+

Amendments to HKFRS 2
Share-based Payment — Group
Cash-settled Share-based
Payment Transactions?

Business Combinations’

Financial Instruments®

Related Party Disclosures®

Consolidated and Separate
Financial Statements’

Amendment to HKAS 32
Financial Instruments:
Presentation — Classification of
Rights Issues®

Amendment to HKAS 39 Financial
Instruments. Recognition and
Measurement — Eligible
Hedged Iltems'

Amendments to HK(IFRIC)-Int 14
Prepayments of a Minimum

Funding Requirement®
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

HK(FRIC)-Int 17 Distributions of Non-cash Assets to
Owners'
HK(IFRIC)-Int 19 Extinguishing Financial Liabilities with

Equity Instruments*

Amendments to Amendments to HKFRS 5
HKFRS 5 included Non-current Assets Held for Sale
in Improvements to and Discontinued Operations — Plan to
HKFRSs issued in Sell the Controlling
October 2008 Interest in a Subsidiary’

HK Interpretation 4 Leases — Determination of
(Revised in the Length of Lease Term in
December 2009) respect of Hong Kong Land Leases?

Apart from the above, the HKICPA has issued Improvements to
HKFRSs 2009 which sets out amendments to a number of HKFRSs
primarily with a view to removing inconsistencies and clarifying
wording. The amendments to HKFRS 2, HKAS 38, HK(IFRIC)-Int 9
and HK(IFRIC)-Int 16 are effective for annual periods beginning on
or after 1 July 2009 while the amendments to HKFRS 5, HKFRS 8,
HKAS 1, HKAS 7, HKAS 17, HKAS 36 and HKAS 39 are effective
for annual periods beginning on or after 1 January 2010 although
there are separate transitional provisions for each standard or
interpretation.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG

80

FINANCIAL REPORTING STANDARDS (Continued)

1 Effective for annual periods beginning on or after 1 July 2009

2 Effective for annual periods beginning on or after 1 January 2010

3 Effective for annual periods beginning on or after 1 February 2010

4 Effective for annual periods beginning on or after 1 July 2010

5 Effective for annual periods beginning on or after 1 January 2011

6 Effective for annual periods beginning on or after 1 January 2013

HKFRS 1 (Revised) was issued with an aim to improve the structure
of the standard. The revised version of the standard does not make
any changes to the substance of accounting by first-time adopters.
As the Group is not a first-time adopter of HKFRSs, the amendments

will not have any financial impact on the Group.

HKFRS 1 Amendments provide relief from the full retrospective
application of HKFRSs for the measurement of oil and gas assets
and leases. As a result of extending the options for determining
deemed cost to oil and gas assets, the existing exemption relating
to decommissioning liabilities has also been revised. And HKFRS
1 Amendments also provide limited relief from the disclosures on
non-HKFRS comparative information and historical summaries for
HKFRS 7 Financial Instruments Disclosures. As the Group is not a
first-time adopter of HKFRSs, the amendments will not have any

financial impact on the Group.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG 2.3 SBEMEREMNEBUMBREEL

FINANCIAL REPORTING STANDARDS (Continued)

HKFRS 2 Amendments provide guidance on how to account for
cash-settled share-based payment transactions in the separate
financial statements of the entity receiving the goods and services
when the entity has no obligation to settle the share-based payment
transactions. The amendments also incorporate guidance that was
previously included in HK(IFRIC)-Int 8 Scope of HKFRS 2 and
HK(IFRIC)-Int 11 HKFRS 2 — Group and Treasury Share Transactions.
The Group expects to adopt the HKFRS 2 Amendments from
1 January 2010. The Group has not entered into cash-settled
share-based payment schemes and, therefore, the amendments
are unlikely to have any significant implications on the Group’s

accounting for share-based payments.

HKFRS 3 (Revised) introduces a number of changes in the accounting
for business combinations that will impact the amount of goodwill
recognised, the reported results in the period that an acquisition

occurs, and future reported results.

HKAS 27 (Revised) requires that a change in the ownership interest
of a subsidiary without loss of control is accounted for as an
equity transaction. Therefore, such a change will have no impact
on goodwill, nor will it give rise to a gain or loss. Furthermore, the
revised standard changes the accounting for losses incurred by
the subsidiary as well as the loss of control of a subsidiary. Other
consequential amendments were made to HKAS 7 Statement of
Cash Flows, HKAS 12 Income Taxes, HKAS 21 The Effects of
Changes in Foreign Exchange Rates, HKAS 28 Investments in

Associates and HKAS 31 Interests in Joint Ventures.

The Group expects to adopt HKFRS 3 (Revised) and HKAS 27
(Revised) from 1 January 2010. The changes introduced by these
revised standards must be applied prospectively and will affect the
accounting for future acquisitions, loss of control and transactions

with minority interests.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG

82

FINANCIAL REPORTING STANDARDS (Continued)

HKFRS 9 issued in November 2009 is the first part of phase 1
of a comprehensive project to entirely replace HKAS 39 Financial
Instruments: Recognition and Measurement. This phase focuses on
the classification and measurement of financial assets. Instead of
classifying financial assets into four categories, an entity shall classify
financial assets as subsequently measured at either amortised
cost or fair value, on the basis of both the entity's business model
for managing the financial assets and the contractual cash flow
characteristics of the financial assets. This aims to improve and
simplify the approach for the classification and measurement of
financial assets compared with the requirements of HKAS 39. HKAS
39 is aimed to be replaced by HKFRS 9 in its entirety by the end
of 2010. The Group expects to adopt HKFRS 9 from 1 January
2018.

HKAS 24 (Revised) clarifies and simplifies the definition of related
parties. It also provides for a partial exemption of related party
disclosure to government-related entities for transactions with the
same government or entities that are controlled, jointly controlled or
significantly influenced by the same government. While the adoption
of the revised standard will result in changes in the accounting
policy, the revised standard is unlikely to have any impact on the
related party disclosures as the directors are of the opinion that
none of these transactions are material related party transactions
that require separate disclosure having due regard to the substance

of the relationships with the government related entities.

HKAS 32 Amendment revises the definition of financial liabilities such
that rights, options or warrants issued to acquire a fixed number
of the entity's own equity instruments for a fixed amount of any
currency are equity instruments, provided that the entity offers the
rights, options or warrants pro rata to all of its existing owners
of the same class of its own non-derivative equity instruments.
The Group expects to adopt the HKAS 32 Amendments from 1
January 2011. As the Group currently has no such rights, options
or warrants in issue, the amendment is unlikely to have any financial

impact on the Group.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG 2.3 SBEMEREMNEBUMBREEL

FINANCIAL REPORTING STANDARDS (Continued)

HKAS 39 Amendment addresses the designation of a one-sided
risk in a hedged item, and the designation of inflation as a hedged
risk or portion in particular situations. It clarifies that an entity is
permitted to designate a portion of the fair value changes or cash
flow variability of a financial instrument as a hedged item. The Group
expects to adopt the HKAS 39 Amendment from 1 January 2010.
As the Group has not entered into any such hedges, the amendment

is unlikely to have any financial impact on the Group.

HK(IFRIC)-Int 14 Amendments remove an unintended consequence
arising from the treatment of prepayments of future contributions in
certain circumstances when there is a minimum funding requirement.
The amendments require an entity to treat the benefit of an early
payment as a pension asset. The economic benefit available as a
reduction in future contributions is thus equal to the sum of (i) the
prepayment for future services and (ii) the estimated future services
costs less the estimated minimum funding requirement contributions
that would be required as if there were no prepayments. The Group
expects to adopt the HK(IFRIC)-Int 14 Amendment from 1 January
2011. As the Group has no defined benefit scheme, the amendments

will not have any financial impact on the Group.

HK(IFRIC)-Int 17 standardises practice in the accounting for
non-reciprocal distributions of non-cash assets to owners. The
interpretation clarifies that (i) a dividend payable should be recognised
when the dividend is appropriately authorised and is no longer at
the discretion of the entity; (ii) an entity should measure the dividend
payable at the fair value of the net assets to be distributed; and
(iii) an entity should recognise the difference between the dividend
paid and the carrying amount of the net assets distributed in profit
or loss. Other consequential amendments were made to HKAS 10
Events after the Reporting Period and HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations. While the adoption
of the interpretation may result in changes in certain accounting
policies, the interpretation is unlikely to have any material financial

impact on the Group.
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FINANCIAL REPORTING STANDARDS (Continued)

HK(IFRIC)-Int 19 addresses the accounting by an entity when the
terms of a financial liability are renegotiated and result in the entity
issuing equity instruments to a creditor of the entity to extinguish
all or part of the financial liability. The Group expects to adopt the
interpretation from 1 January 2011. The interpretation clarifies that
equity instruments issued to a creditor to extinguish a financial
liability are consideration paid in accordance with HKAS 39 Financial
Instruments: Recognition and Measurement and the difference
between the carrying amount of the financial liability extinguished,
and the consideration paid, shall be recognised in profit or loss. The
consideration paid should be measured based on the fair value of the
equity instrument issued or, if the fair value of the equity instrument
cannot be reliably measured, the fair value of the financial liability
extinguished. As the Group has not undertaken such transactions,
the interpretation is unlikely to have any material financial impact

on the Group.

The amendments to HKFRS 5 clarify that all assets and liabilities of
a subsidiary shall be classified as held for sale if an entity has a sale
plan involving loss of control of the subsidiary, regardless of whether
the entity will retain a non-controlling interest. The Group expects
to adopt the amendments from 1 January 2010. The changes must
be applied prospectively and will affect future sale transactions or

plans involving loss of control of a subsidiary.

Improvements to HKFRSs 2009 issued in May 2009 sets out
amendments to a number of HKFRSs. Except for the amendment
to HKAS 18, the Group expects to adopt the amendments from 1
January 2010. There are separate transitional provisions for each
standard. While the adoption of some of the amendments may result
in changes in accounting policies, none of these amendments are

expected to have a significant financial impact on the Group.

(@) HKFRS 2 Share-based Payment: Clarifies that a contribution of
a business on the formation of a joint venture and combination
of entities or businesses under common control is not within
the scope of HKFRS 2 even though it is outside the scope of
HKFRS 8.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

(b)

HKFRS 5 Non-current Assets Held for Sale and Discontinued
Operations: Clarifies that (i) the disclosures required in respect
of non-current assets (or a disposal group) classified as held
for sale or a discontinued operation are those set out in
HKFRS 5; (ii) the general requirements of HKAS 1 still apply
(e.g. source of estimation uncertainty); and (jii) the disclosures

in other HKFRSs are not required unless:

(i)  those HKFRSs specifically require disclosures in respect
of non-current assets (or disposal groups) classified as

held for sale or discontinued operations; or

(i)  the disclosures relate to the measurement of assets or
liabilities within a disposal group that are outside the
scope of measurement requirements of HKFRS 5 and
disclosures are not disclosed elsewhere in the financial

statements.

HKAS 1 Presentation of Financial Statements: States that the
terms of a liability that could result, at anytime, in its settlement
by the issuance of equity instruments at the option of the

counterparty do not affect its classification.

HKAS 7 Statement of Cash Flows: Requires that only
expenditures that result in a recognised asset in the statement
of financial position can be classified as a cash flow from

investing activities.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

86

G

HKAS 17 Leases: Removes the specific guidance on classifying
land as a lease. As a result, leases of land should be classified
as either operating or finance leases in accordance with the

general guidance in HKAS 17.

HK Interpretation 4 Leases — Determination of the Length of
Lease Term in respect of Hong Kong Land Leases is revised as
a consequence of the amendment to HKAS 17 Leases included
in Improvements to HKFRSs 2009. Following this amendment,
the scope of HK Interpretation 4 has been expanded to cover
all land leases, including those classified as finance leases.
As a result, this Interpretation is applicable to all leases of
property accounted for in accordance with HKAS 16, HKAS
17 and HKAS 40.

HKAS 36 Impairment of Assets: Clarifies that the largest
unit permitted for allocating goodwill acquired in a business
combination is the operating segment as defined in HKFRS 8
Operating Segments before aggregation for financial reporting

purposes.

HKAS 38 Intangible Assets: Clarifies that (i) if an intangible
asset acquired in a business combination is identifiable only
with another intangible asset, the acquirer may recognise the
group of assets as a single asset provided that the individual
assets have similar useful lives; and (i) the valuation techniques
presented for determining the fair value of intangible assets
acquired in a business combination that are not traded in
active markets are only examples and are not restrictive on

the methods that can be used.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (Continued)

W)

HKAS 39 Financial Instruments: Recognition and Measurement:
Clarifies that (i) a prepayment option is considered closely
related to the host contract when the exercise price of a
prepayment option reimburses the lender up to the approximate
present value of lost interest for the remaining term of the host
contract; (i) the scope exemption for contracts between an
acquirer and a vendor in a business combination to buy or sell
an acquiree at a future date, applies only to binding forward
contracts, and not derivative contracts where further actions
by either party are still to be taken; and (jii) gains or losses on
cash flow hedges of a forecast transaction that subsequently
results in the recognition of a financial instrument or on cash
flow hedges of recognised financial instruments should be
reclassified in the period that the hedged forecast cash flows

affect profit or loss.

HK(IFRIC)-Int 9 Reassessment of Embedded Derivatives:
Clarifies that it does not apply to possible reassessment, at
the date of acquisition, to embedded derivatives in contracts
acquired in a combination between entities or businesses

under common control or the formation of a joint venture.

HK(IFRIC)-Int 16 Hedges of a Net Investment in a Foreign
Operation: Removes the restriction of where the hedging
instrument may be held in a hedge of a net investment in a
foreign operation, qualifying hedging instruments may be held
by any entity or entities within the Group, including the foreign
operation itself, as long as the designation, documentation
and effectiveness requirements of HKAS 39 that relate to a

net investment hedge are satisfied.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

88

Subsidiaries

A subsidiary is an entity, whose financial and operating polices the
Company controls, directly or indirectly, so as to obtain benefits
from its activities. The results of subsidiaries are included in the
Company’s income statement to the extent of dividends received
and receivable. The Company’s interests in subsidiaries are stated

at cost less any impairment losses.

Associates

An associate is an entity, not being a subsidiary or a jointly-controlled
entity, in which the Group has a long term interest of generally not
less than 20% of the equity voting rights and over which it is in a

position to exercise significant influence.

The Group’s interests in associates are stated in the consolidated
statement of financial position at the Group’s share of net assets
under the equity method of accounting, less any impairment losses.
The Group’s share of the post-acquisition results and reserves of
associates is included in the consolidated income statement and

consolidated reserves, respectively.

Joint ventures

A joint venture is an entity set up by contractual arrangement,
whereby the Group and other parties undertake an economic activity.
The joint venture operates as a separate entity in which the Group

and other parties have an interest.

The joint venture agreement between the ventures stipulates the
capital contributions of the joint venture parties, the duration of
the joint venture and the basis on which the assets are to be
realised upon its dissolution. The profits and losses from the joint
venture’s operations and any distributions of surplus assets are
shared by the venturers, either in proportion to their respective
capital contributions, or in accordance with the terms of the joint

venture arrangement.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint ventures (Continued)
A joint venture is treated as:

(@) a subsidiary if the Group/Company has unilateral control,

directly or indirectly, over the joint venture;

(b) ajointly-controlled entity, if the Group/Company does not have
unilateral control, but has joint control, directly or indirectly,

over the joint venture;

(c) an associate, if the Group/Company does not have unilateral
or joint control, but holds, directly or indirectly, generally not
less than 20% of the joint venture’s registered capital and is
in a position to exercise significant influence over the joint

venture; or

(d) an equity investment accounted for in accordance with HKAS
39, if the Group/Company holds, directly or indirectly, less than
20% of the joint venture’s registered capital and has neither
joint control of, nor is in a position to exercise significant

influence over, the joint venture.

Goodwill

Goodwill arising on the acquisition of subsidiaries, represents the
excess of the cost of the business combination over the Group's
interest in the net fair value of the acquirees' identifiable assets
acquired, and liabilities and contingent liabilities assumed as at the
date of acquisition.

Excess over the cost of acquisition of minority
interests

Any excess of the Group's interest in the net book value of the
acquirees' net assets over the cost of acquisition of minority
interests (previously referred to as negative goodwill), is recognised

immediately in the income statement.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

90

(Continued)

Impairment of non-financial assets other than goodwill
Where an indication of impairment exists, or if annual impairment
testing for an asset is required (other than inventories, financial
assets, deferred tax assets, investment properties and goodwill),
the asset’s recoverable amount is estimated. An asset's recoverable
amount is the higher of the asset's or cash-generating unit's value
in use and its fair value less costs to sell, and is determined for an
individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups
of assets, in which case the recoverable amount is determined for

the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an
asset exceeds its recoverable amount. 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. An impairment loss is charged to the income statement

in the period in which it arises.

An assessment is made at the end of each reporting period as to
whether there is any indication that previously recognised impairment
losses may no longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated. A previously
recognised impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates used
to determine the recoverable amount of that asset, but not to an
amount higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no impairment
loss been recognised for the asset in prior years. A reversal of such
an impairment loss is credited to the income statement in the period

in which it arises.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Related parties
A party is considered to be related to the Group if:

(@) the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under common
control with, the Group; (i) has an interest in the Group that
gives it significant influence over the Group; or (iii) has joint

control over the Group;

(b) the party is an associate;

(c) the party is a jointly-controlled entity;

(d) the party is a member of the key management personnel of

the Group or its parent;

(e) the party is a close member of the family of any individual

referred to in (a) or (d); or

() the party is an entity that is controlled, jointly controlled or
significantly influenced by or for which significant voting power
in such entity resides with, directly or indirectly, any individual

referred to in (d) or (e).

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress,
are stated at cost less accumulated depreciation and any impairment
losses. The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable costs
of bringing the asset to its working condition and location for its
intended use. Expenditure incurred after items of property, plant
and equipment have been put into operation, such as repairs and
maintenance, is normally charged to the income statement in the
period in which it is incurred. In situations where the recognition
criteria is satisfied, the expenditure for a major inspection is
capitalised in the carrying amount of the asset as a replacement.
Where significant parts of property, plant and equipment are required
to be replaced at intervals, the Group recognises such parts as

individual assets with specific useful lives and depreciation.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

92

(Continued)

Property, plant and equipment and depreciation
(Continued)

Depreciation is calculated on the straight-line basis to write off the
cost of each item of property, plant and equipment to its residual
value over its estimated useful life. The estimated useful lives used
for this purpose are as follows:
Buildings 20 to 35 years
Leasehold improvements Over the shorter of the lease

terms and estimated

useful terms

Machinery 5 to 10 years
Office equipment 5 years
Motor vehicles 5 to 8 years

Where parts of an item of property, plant and equipment have
different useful lives, the cost of that item is allocated on a reasonable

basis among the parts and each part is depreciated separately.

Residual values, useful lives and depreciation methods are reviewed,

and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment and significant part
initially recognised is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. Any gain or
loss on disposal or retirement recognised in the income statement in
the year the asset is derecognised is the difference between the net

sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents buildings and various
infrastructure projects under construction, which is stated at cost
less any impairment losses, and is not depreciated. Cost comprises
the direct costs of construction and capitalised borrowing costs
on related borrowed funds during the period of construction.
Construction in progress is reclassified to the appropriate category
of property, plant and equipment when completed and ready for

use.
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ol

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EAXSBERHEMEE)

(Continued)

Investment properties

Investment properties are interests in land and buildings held to earn
rental income and/or for capital appreciation, rather than for use in
the production or supply of goods or services or for administrative
purposes; or for sale in the ordinary course of business. Such
properties are measured at cost including transaction costs and are
depreciated on the straight-line basis to write off the cost of each
property over their estimated useful lives between 20 to 25 years,

after taking into account their estimated residual values.

Investment properties shall be derecognised on disposal or when
the investment properties are permanently withdrawn from use
and no future economic benefits are expected from its disposal.
Any gains or losses on the retirement or disposal of an investment
property are recognised in the income statement in the year of the

retirement or disposal.

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value as at the date of acquisition.
Intangible assets of the Group represent the acquisition costs of
distribution network software less accumulated amortisation and
impairment losses. The useful lives of intangible assets are assessed
to be either finite or indefinite. Intangible assets with finite lives
are subsequently amortised over the useful economic life on the
straight-line basis of 5 to 10 years and assessed for impairment
whenever there is an indication that the intangible asset may be
impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at

each financial year end.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

94

(Continued)

Leases

Leases where substantially all the rewards and risks of ownership of
assets remain with the lessor are accounted for as operating leases.
Where the Group is the lessor, assets leased by the Group under
operating leases are included in non-current assets, and rentals
receivable under the operating leases are credited to the income
statement on the straight-line basis over the lease terms. Where
the Group is the lessee, rentals payable under operating leases are
charged to the income statement on the straight-line basis over the
lease terms. Lease prepayments for land use right under operating
leases are initially stated at cost and subsequently recognised on

the straight-line basis over the lease terms.

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of HKAS 39 are classified as financial
assets at fair value through profit or loss, loans and receivables, and
available-for-sale financial investments or as derivatives designated
as hedging investments in an effective hedge, as appropriate. The
Group determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investments not at fair

value through profit or loss, directly attributable transaction costs.

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to
purchase or sell the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets
within the period generally established by regulation or convention

in the marketplace.
The Group's financial assets include cash and bank balances, trade

and other receivables, a loan receivable, and quoted and unquoted

financial instruments.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EAXSBERHEMEE)

(Continued)

Investments and other financial assets (Continued)
Subsequent measurement
The subsequent measurement of financial assets depends on their

classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
After initial measurement, such assets are subsequently measured
at amortised cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated taking into
account any discount or premium on acquisition and includes fees
or costs that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other income in the
income statement. The loss arising from impairment is recognised

in the income statement in other expenses.

Available-for-sale financial investments

Available-for-sale financial investments are non-derivative financial
assets in listed and unlisted equity securities. Equity investments
classified as available for sale are those which are neither classified
as held for trading nor designated at fair value through profit or
loss. Debt securities in this category are those which are intended
to be held for an indefinite period of time and which may be sold
in response to needs for liquidity or in response to changes in the

market conditions.

After initial recognition, available-for-sale financial investments are
subsequently measured at fair value with unrealised gains or losses
recognised as other comprehensive income in the available-for-sale
investment valuation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the income
statement in other income, or until the investment is determined to
be impaired, at which time the cumulative gain or loss is recognised
in the income statement in other expenses and removed from
the available-for-sale investment valuation reserve. Interest and
dividends earned are reported as interest income and dividend
income, respectively and are recognised in the income statement as
other income in accordance with the policies set out for “Revenue

recognition” below.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

96

(Continued)

Investments and other financial assets (Continued)
Subsequent measurement (Continued)

Available-for-sale financial investments (Continued)

When the fair value of unlisted equity securities cannot be reliably
measured because (a) the variability in the range of reasonable
fair value estimates is significant for that investment or (b) the
probabilities of the various estimates within the range cannot
be reasonably assessed and used in estimating fair value, such

securities are stated at cost less any impairment losses.

The Group evaluates its available-for-sale financial investments
whether the ability and intention to sell them in the near term are
still appropriate. When the Group is unable to trade these financial
assets due to inactive markets and management's intent to do
so significantly changes in the foreseeable future, the Group may
elect to reclassify these financial assets in rare circumstances.
Reclassification to loans and receivables is permitted when the
financial assets meet the definition of loans and receivables and
the Group has the intent and ability to hold these assets for the
foreseeable future or to maturity. The reclassification to the held-to-
maturity category is permitted only when the entity has the ability

and intent to hold until the maturity date of the financial asset.

For a financial asset reclassified out of the available-for-sale category,
any previous gain or loss on that has been recognised in equity is
amortised to profit or loss over the remaining life of the investment
using the effective interest rate. Any difference between the new
amortised cost and the expected cash flows is also amortised over
the remaining life of the asset using the effective interest rate. If the
asset is subsequently determined to be impaired, then the amount

recorded in equity is reclassified to the income statement.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Derecognition of financial assets
A financial asset (or, where applicable, a part of a financial asset or

part of a group of similar financial assets) is derecognised when:

° the rights to receive cash flows from the asset have expired;

o the Group has transferred its rights to receive cash flows from
the asset, or has assumed an obligation to pay the received
cash flows in full without material delay to a third party under

a “pass-through” arrangement;

° and either (a) the Group has transferred substantially all the
risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards

of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows
from an asset or has entered into a pass-through arrangement,
and has neither transferred nor retained substantially all the risks
and rewards of the asset nor transferred control of the asset,
the asset is recognised to the extent of the Group’s continuing
involvement in the asset. In that case, the Group also recognises an
associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that

the Group has retained.

Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying
amount of the asset and the maximum amount of consideration

that the Group could be required to repay.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

98

(Continued)

Impairment of financial assets

The Group assesses at the end of each reporting period whether
there is any objective evidence that a financial asset or a group of
financial assets is impaired. A financial asset or a group of financial
assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has
occurred after the initial recognition of the asset (an incurred “loss
event”) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets
that can be reliably estimated. Evidence of impairment may include
indications that a debtor or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankruptcy
or other financial reorganisation and observable data indicating that
there is a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate

with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses
individually whether objective evidence of impairment exists for
financial assets that are individually significant, or collectively for
financial assets that are not individually significant. If the Group
determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment.
Assets that are individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are not included

in a collective assessment of impairment.

If there is objective evidence that an impairment loss has been
incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of
estimated future cash flows (excluding future credit losses that have
not been incurred). The present value of the estimated future cash
flows is discounted at the financial asset's original effective interest
rate (i.e., the effective interest rate computed at initial recognition). If
a loan has a variable interest rate, the discount rate for measuring

any impairment loss is the current effective interest rate.

BEIJING JINGKELONG COMPANY LIMITED ~ ANNUAL REPORT 2009

2.4 EXRSFBERBIE(E)

ETREERE
AEERE - HRERRFI/BREFETAT
BEERI R HemEEN —HEREE
HIRE K —HeRMEEL HATREE
BRREE SEEEEEREEERTAR
BENPERZKEEN —BRZHENY
EmMbRBpEHRIBEEEMF])  BZE
BEAERRENEABNZESREE
IZATHEENRERERMELTE
BMERENREEE —EEBAR—ABHA
FERRBAVHRE BOIERAEHK
e FERENA U EMHBEAR
BRI BBBRRIARARATFENR S
BB D N e AR B BLIE # A R RO AR OB (R 1
flg =

REBHEXA SR Z BEE
HRERBHEAATENSREE  AEBE
EEBHEFENEERERERLTERE
RBEEREBTEAZESREE WA
SEEEHERSREENFETERER
& TEHERET  AEEeER—EF8U
ERERFIEN B EEERBN A ERE -
BRI E R B E K& E R (EE 18R 1R 15 i
AT BENBERNEEF G

WAEFBEERNCAREBERE  BE
HERREENRHEEEFARAESRE
RENZETE(TEERARBEENRREER
BR) - BEFAKRERERERSHEEDN
[RGB A & (A iR R AT E a9 A A =)
o M—BERNNRAE  BIAERA
WA ERERETEEABERBENRIRE -



NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZFEZEAF+=—A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EASBEMEZ)

(Continued)

Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced either directly or through
the use of an allowance account and the amount of the loss is
recognised in the income statement. Interest income continues to
be accrued on the reduced carrying amount and is accrued using
the rate of interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and receivables
together with any associated allowance are written off when there

is no realistic prospect of future recovery.

If, in a subsequent period, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the
impairment was recognised, the previously recognised impairment
loss is increased or reduced by adjusting the allowance account.
If a future write-off is later recovered, the recovery is credited to

other expenses in the income statement.

Assets carried at cost

If there is objective evidence that an impairment loss has been
incurred on an unquoted equity instrument that is not carried at
fair value because its fair value cannot be reliably measured, the
amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated future cash flows
discounted at the current market rate of return for a similar financial

asset. Impairment losses on these assets are not reversed.

Available-for-sale financial investments
For available-for-sale financial investments, the Group assesses at
the end of each reporting period whether there is objective evidence

that an investment or a group of investments is impaired.

If an available-for-sale investment is impaired, an amount comprising
the difference between its cost (net of any principal payment
and amortisation) and its current fair value, less any impairment
loss previously recognised in the income statement, is removed
from other comprehensive income and recognised in the income

statement.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 EAGTERBE &)

(Continued)

Impairment of financial assets (continued)

Available-for-sale financial investments (continued)

In the case of equity investments classified as available-for-sale,
objective evidence would include a significant or prolonged decline
in the fair value of an investment below its cost. The determination of
what is “significant” or “prolonged” requires judgement. “Significant”
is evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value has been
below its original cost. Where there is evidence of impairment,
the cumulative loss — measured as the difference between the
acquisition cost and the current fair value, less any impairment
loss on that investment previously recognised in the income
statement — is removed from other comprehensive income and
recognised in the income statement. Impairment losses on equity
instruments classified as available-for-sale are not reversed through
the income statement. Increases in their fair value after impairment

are recognised directly in other comprehensive income.

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of HKAS 39 are classified as
financial liabilities at fair value through profit or loss, loans and
borrowings, or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group determines the

classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the
case of loans and borrowings, plus directly attributable transaction

costs.

The Group's financial liabilities including trade, bills and other

payables, and interest-bearing loans and borrowings.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EASBEMEZ)

(Continued)

Financial liabilities (continued)
Subsequent measurement
The measurement of financial liabilities depends on their classification

as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost, using the effective
interest rate method unless the effect of discounting would be
immaterial, in which case they are stated at cost. Gains and losses
are recognised in the income statement when the liabilities are
derecognised as well as through the effective interest rate method

amortisation process.

Amortised cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation

is included in finance costs in the income statement.

Financial guarantee contracts

Financial guarantee contracts issued by the Group are those
contracts that require a payment to be made to reimburse the
holder for a loss it incurs because the specified debtor fails to
make a payment when due in accordance with the terms of a debt
instrument. A financial guarantee contract is recognised initially as
a liability at its fair value, adjusted for transaction costs that are
directly attributable to the issuance of the guarantee. Subsequent
to initial recognition, the Group measures the financial guarantee
contract at the higher of: (i) the amount of the best estimate of the
expenditure required to settle the present obligation at the end of
the reporting period; and (i) the amount initially recognised less,

when appropriate, cumulative amortisation.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 24 EAGTERBE &)

(Continued)

Financial liabilities (continued)
Derecognition of financial liabilities
A financial liability is derecognised when the obligation under the

liability is discharged or cancelled or expires.

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

statement.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount
is reported in the statement of financial position if, and only if, there
is currently enforceable legal right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the

assets and settle the liabilities simultaneously.

Fair value of financial instruments

The fair value of financial instruments that are traded in active
markets is determined by reference to quoted market prices or
dealer price quotations (bid price for long positions and ask price
for short positions), without any deduction for transaction costs.
For financial instruments where there is no active market, the fair
value is determined using appropriate valuation techniques. Such
techniques include using recent arm's length market transactions;
reference to the current market value of another instrument which
is substantially the same; a discounted cash flow analysis; or other

valuation models.

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost is determined on the first-in, first-out basis and, in the case
of work in progress and finished goods, comprises direct materials,
direct labour and an appropriate proportion of overheads. Net
realisable value is based on estimated selling prices less any

estimated costs to be incurred to completion and disposal.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EASBEMEZ)

(Continued)

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments that are readily convertible
into known amounts of cash, are subject to an insignificant risk
of changes in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which are
repayable on demand and form an integral part of the Group’s

cash management.

For the purpose of the statement of financial position, cash and
cash equivalents comprise cash on hand and at banks, including

term deposits, which are not restricted as to use.

Provisions

A provision is recognised when a present obligation (legal or
constructive) has arisen as a result of a past event and it is probable
that a future outflow of resources will be required to settle the
obligation, provided that a reliable estimate can be made of the

amount of the obligation.

When the effect of discounting is material, the amount recognised
for a provision is the present value at the end of the reporting period
of the future expenditures expected to be required to settle the
obligation. The increase in the discounted present value amount
arising from the passage of time is included in finance costs in the

income statement.

Income tax
Income tax comprises current and deferred tax. Income tax relating
to items recognised outside profit or loss is recognised outside profit

or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior periods
are measured at the amount expected to be recovered from or
paid to the taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of
the reporting period, taking into consideration interpretations and

practices prevailing in the countries in which the Group operates.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Income tax (continued)

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax bases
of assets and liabilities and their carrying amounts for financial

reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary

difference, except:

° where the deferred tax liability arises from the initial recognition
of goodwill or an asset or liability in a transaction that is not
a business combination and, at the time of the transaction,
affects neither the accounting profit nor taxable profit or loss;

and

o in respect of taxable temporary differences associated with
interests in subsidiaries, associates and joint ventures, where
the timing of the reversal of the temporary differences can be
controlled and it is probable that the temporary differences

will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary
differences, carryforward of unused tax credits and unused tax
losses, to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences, and
the carryforward of unused tax credits and unused tax losses can

be utilised, except:

° where the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither

the accounting profit nor taxable profit or loss; and

° in respect of deductible temporary differences associated
with interests in subsidiaries, associates and joint ventures,
deferred tax assets are only recognised to the extent that it
is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against

which the temporary differences can be utilised.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EAS:BEMEZ)

(Continued)

Income tax (continued)

The carrying amount of deferred tax assets is reviewed at the end of
each reporting period and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or
part of the deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting period and
are recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part of the

deferred tax asset to be recovered.

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

period.

Deferred tax assets and deferred tax liabilities are offset if a legally
enforceable right exists to set off current tax assets against current
tax liabilities and the deferred taxes relate to the same taxable entity

and the same taxation authority.

Government grants

Government grants are recognised at their fair value where there
is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates
to an expense item, it is recognised as income over the periods
necessary to match the grant on a systematic basis to the costs
that it is intended to compensate. Where the grant relates to an
asset, the fair value is credited to a deferred income account and
is released to the income statement over the expected useful life

of the relevant asset by equal annual instalments.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Revenue recognition
Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be

measured reliably, on the following bases:

(i)  from the sale of merchandise and produce, when the significant
risks and rewards of ownership of the merchandise and produce
have passed to the buyer and the amount of revenue can be

measured reliably;

(i) income from suppliers, comprising promotion income, display
space leasing income and warehouse storage space income,
according to the underlying contract terms and as these

services are provided in accordance therewith;

(i) rental income, on a time proportion basis over the lease

terms;

(iv) interestincome, on an accrual basis using the effective interest
method by applying the rate that discounts the estimated
future cash receipts through the expected life of the financial
instrument to the net carrying amount of the financial asset;

and

(v) dividend income, when the equity holders/shareholders’ right

to receive payment has been established.

Retirement benefits schemes

The Company and its subsidiaries participate in defined contribution
retirement benefits schemes organised by the local government
authorities in the PRC. The Company and its subsidiaries are
required to make contributions to the retirement benefits schemes
which are based on a certain percentage of the total salary of
those employees and have no further obligation for post-retirement
benefits. The contributions are charged to the income statement of
the Group as they become payable in accordance with the rules

of the schemes.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2.4 EAS:BEMEZ)

(Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction
or production of qualifying assets, that is, assets that necessarily
take a substantial period of time to get ready for their intended
use or sale, are capitalised as a part of the cost of those assets.
The capitalisation of such borrowing costs ceases when the assets
are substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is deducted from
borrowing costs capitalised. All other borrowing costs are expensed
in the period in which they are incurred. Borrowing costs consist
of interest and other costs that an entity incurs in connection
with the borrowing of funds. Where funds have been borrowed
generally, and used for the purpose of obtaining qualifying assets,
a capitalisation rate, which is based on the weighted average of the
borrowing costs applicable to the borrowings of the Group that are
outstanding during the year, other than borrowings made specifically
for the purpose of obtaining qualifying assets, has been applied to

the expenditure on the individual assets.

Dividends

Final dividends proposed by the directors are classified as a
separate allocation of retained profits within the equity section of
the statement of financial position, until they have been approved
by the shareholders in a general meeting. When these dividends
have been approved by the shareholders and declared, they are

recognised as a liability.

Foreign currencies

These financial statements are presented in RMB, which is the
Company's functional and presentation currency. Foreign currency
transactions recorded by the entities in the Group are initially recorded
using their respective functional currency rates ruling at the dates
of the transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency rates
ruling at the end of the reporting period. All differences are taken
to the income statement. Non-monetary items that are measured
in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value

was determined.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES

The preparation of the Group's financial statements requires
management to make judgments, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and
liabilities, at the end of the reporting period. However, uncertainty
about these assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying amounts

of the assets or liabilities affected in the future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from those
involving estimations, which have the most significant effect on the

amounts recognised in the financial statements:

Operating lease commitments — Group as lessor

The Group has entered into commercial property leases on its
investment property portfolio. The Group has determined, based
on an evaluation of the terms and conditions of the arrangements,
that it retains all the significant risks and rewards of ownership of

these properties which are leased out on operating leases.

Estimation uncertainties

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

discussed below.

Write-down of inventories to net realisable value

Write-down of inventories to net realisable value is made based
on the ageing and estimated net realisable value of inventories.
The assessment of the write-down amount requires management’s
estimates. Where the actual outcome or expectation in future is
different from the original estimate, such differences will impact the
carrying value of inventories and write-down charge/reversal in the

period in which such estimate has been changed.
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SIGNIFICANT ACCOUNTING JUDGEMENTS AND
ESTIMATES (Continued)

Estimation uncertainties (continued)

Impairment of trade and other receivables

Impairment of trade and other receivables is made based on
assessment of the recoverability of trade and other receivables. The
identification of doubtful debts requires management’s judgement.
Where the actual outcome is different from the original estimate,
such differences will impact the carrying value of the receivables
and the expenses/write-back of the doubtful debts in the period in

which such estimate has been changed.

Depreciation of property, plant and equipment and investment
properties

The Group has estimated the useful lives of property, plant and
equipment and investment properties at 5 to 35 years, after taking
into account of their estimated residual values, as set out in the
significant accounting policies above. Depreciation of items of
property, plant and equipment is calculated on the straight-line
basis over their expected useful lives. The carrying amounts of
items of property, plant and equipment and investment properties
as at 31 December 2009 were RMB1,666,608,000 (2008:
RMB1,528,479,000) and RMB7,793,000 (2008: RMB7,783,000),
respectively. Further details are given in note 14 and note 15 to

these financial statements, respectively.

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on its products and services and has three reportable

operating segments as follows:

(i)  the retailing segment engages in the distribution of live and
fresh produce, dry products, beverages, processed food and
daily necessities through the department stores, hypermarkets,
supermarkets and/or convenience stores of the Group (the
“Retail Outlets”);

(i) the wholesaling segment engages in the wholesale supply of
daily consumer products to consumers, including the Retail

Outlets, other retail operators, and trading companies; and
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OPERATING SEGMENT INFORMATION (Continued)

(i) the “others” segment comprises, principally, the production of
plastic packing materials, and the installation and maintenance

of commercial equipment.

Management monitors the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is measured
consistently with the Group’s profit before tax except that excess
over the cost of acquisition of minority interests and share of losses of
associates are excluded from such measurement in the consolidated
financial statements. The Group’s income tax is managed on a group

basis and is not allocated to operating segments.

All assets and liabilities are included in the segment information, no

assets nor liabilities are managed on a group basis.

Intersegment sales and transfers are conducted based on mutually-

agreed terms.

The Group has not placed reliance on any single external customers,

amounting to 10% or more of its revenues.

No geographical information is presented as all of the Group’s
revenue is derived from customers based in the PRC, and all of its

assets are located in the PRC.
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4. OPERATING SEGMENT INFORMATION (Continued) 4. REIWER(E)
The following tables present revenue, profit and certain asset, liability TRIFINAEBEEDBEE_ZSTNEF R
and expenditure information for the Group’s operating segments for ZEENFFT A=+ —HLEFEZKA -

the years ended 31 December 2009 and 2008.

BHRETEE  ARER

Fs 2 BHY e

Year ended 31 December 2009 BE-ZZhE+-A=+—HLEE
Retailing Wholesaling Others Total
ZE8 #He 3 Hity st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR%¥®Tr AR¥Trt AR%®Tx
Segment revenue yi: 1l ON
Sales to external customers HETIRAEE 3,110,211 3,573,491 7,334 6,691,036
Intersegment sales HEFEEE - 521,670 5,719 527,389
3,110,211 4,095,161 13,053 7,218,425
Reconciliation: #HEE -
Elimination of intersegment sales D ERHERE (527,389)
Revenue from operations A 6,691,036
Segment results DHEE 125,758 127,229 578 253,565
Profit before tax BRE AR A 253,565
Segment assets PHEE 2,973,279 1,831,721 4,719 4,809,719
Reconciliation: #HEE -
Elimination of intersegment receivables 75 i fE MR 8 (40,875)
Total assets mEE 4,768,844
Segment liabilities PHEE 1,915,570 1,354,756 2,517 3,272,843
Reconciliation: #HEE -
Elimination of intersegment payables 7 ZBFfE (7R 85 (40,875)
Total liabilities meE 3,231,968
Other segment information HitpHER
Capital expenditure* BEARRAT 297,848 9,377 35 307,260
Depreciation: nE
Property, plant and equipment Mx - BEREE 110,188 27,801 85 138,074
Investment properties BEMF 504 - - 504
Amortisation of intangible assets B EESH 848 1,120 = 1,968
Recognition of lease prepayments BRI FAERERNER
for land use right 2,454 - - 2,454
Impairment losses reversed RERFRPRERLED
in the income statement - (153) - (153)
Foreign exchange differences NEERE H Z 58 119 - - 119
* Capital expenditure consists of additions to property, plant and * EARALBIEENNYE  BERRE &

equipment, intangible assets and lease prepayments for land use

right.
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4. OPERATING SEGMENT INFORMATION (Continued) 4., BEIWELRH)
Year ended 31 December 2008 (Restated) HE_ZTTN\F+-_A=+—HLEFE
(BFRE)
Retailing Wholesaling Others Total
TE #E Heh =t
RMB’000 RMB’000 RMB’000 RMB’000
AREFT AREFT AREFT ARBEFT
Segment revenue AEBA
Sales to external customers HETIREP 3,083,526 3,594,310 5,955 6,683,791
Intersegment sales HEEHE - 557,517 9,324 566,841
3,083,526 4,151,827 15,279 7,250,632
Reconciliation: Hi
Elimination of intersegment sales DEEHEEHEH (566,841)
Revenue from operations eI ON 6,683,791
Segment results DHES 136,735 138,373 500 275,608
Reconciliation: Hi
Excess over the cost of kel Y (el
acquisition of minority interests B%N:op=E 4,667
Share of losses of associates AEE R AR (11)
Profit before tax BRAE AR F 280,264
Segment assets PHEE 2,710,577 1,654,737 5,008 4,370,322
Reconciliation: #HEE -
Elimination of intersegment receivables %3 2Bl FE Yz £ (56,128)
Total assets wEE 4,314,194
Segment liabilities PHEE 1,725,693 1,153,139 2,874 2,881,706
Reconciliation: Hi
Elimination of intersegment payables BB B (SR 8K (56,128)
Total liabilities Bafs 2,825,578
Other segment information: Hit D HER :
Capital expenditure* BARAT 289,485 67,602 8 357,095
Depreciation: e
Property, plant and equipment mE - BEREE 98,405 22,728 89 121,222
Investment properties REME 457 = = 457
Amortisation of intangible assets EVEESRE 817 1,120 = 1,037
Recognition of lease prepayments THFREREEMNR
for land use right 1,913 - - 1,913
Impairment losses reversed REBRERPREBLEE
in the income statement - (1,430) - (1,430)
Foreign exchange differences INEERE H Z= 58 (263) - - (2693)

*

Capital expenditure consists of additions to property, plant and

equipment, intangible assets and lease prepayments for land use

right.
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=l

5. REVENUE, OTHER INCOME AND GAINS 5. WA - EfRARKE
Revenue, which is also the Group’s turnover, represents the net WA - bR EENEETE  HEEEY
invoiced value of goods sold, after deduction of relevant taxes and MBEZFE  IREERERRREEES
allowances for returns and trade discounts. 0 o
An analysis of revenue, other income and gains is as follows: WA~ B A RWE=H ST
Group
58
2009 2008
—EENEF —ZZETN\F
RMB’000 RMB’'000
ARET T AREFTT
(Rgstated)
(EFRE)
Revenue A
Direct sale of BERHEEEYREM
merchandise and produce:
Retailing TE 3,087,063 3,065,975
Wholesaling* #Ez 3,573,491 3,594,310
6,660,554 6,660,285
Commissions from RrEEEER:
concessionaire sales 23,148 17,551
Others H 7,334 5,955
Total revenue BTN 6,691,036 6,683,791
2 Included in the balances are sales to franchisees amounting to * HEEEesRNEEHEEREARY
RMB459,093,000 (2008: RMB474,475,000). 459,093,000t W HEBMA(ZZTZTNF - A
R#¥474,475,000).
Group
8
2009 2008
—BENF —ETNF
RMB’000 RMB'000
ARET T AREFT
Other income and gains EMWAﬁ Wz
Income from suppliers: TRB HERE A
Promotion income HEE WA 269,305 182,438
Display space leasing income FR% z=FEHEERA
and others KEAM 15,096 27,773
284,401 210,211
Gross rental income AL WA B 81,333 72,063
Interest income MEUA 26,329 22,921
Government grants* BT Bk * 7,337 12,283
Excess over the cost of A S B R =
acquisition of minority interests D e | - 4,667
Gain on liquidation of associates BEB AN T - 158
Franchise fee JIEEE= B 7,639 8,785
Net compensation on B SRR
demolished properties 1,579 1,231
Others Efib 15,091 18,249
Total other income and gains E U A R s 425 423,709 345,568
#  Various local government grants have been granted to reward the Group # ETHHIBRNHEMERTASE LREAE
for its contributions to the local economy and employing the surplus SERE M E A RIEMRE &R 553 A
rural labours. There were no unfulfilled conditions or contingencies HEAER - ZEMETREEEBITHE
attaching to these grants. e BRI -
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FINANCE COSTS & A
Group
£8
2009 2008
—EEAF —ZT)N\F
RMB’000 RMB’000
ARETR AREFIT
Interest on bank loans wholly A FREERRITERFE
repayable within five years 50,297 51,968
Interest on other borrowings REAEEEEA GRS
wholly repayable within five years 35,804 40,854
86,101 92,822
Less: Interest capitalised B FBEARME (992) (1,722)
85,109 91,100
PROFIT BEFORE TAX RRBE Az F
The Group’s profit before tax is arrived at after charging/(crediting): R (GEA) AT RIAR - ANEE BT AT
A
2009 2008
—EEAF —ET)N\F
Notes RMB’000 RMB’000
B 5T ARET AREFIT
Cost of inventories sold EEFEEKA 5,759,316 5,759,521
Depreciation: E -
Property plant and equipment I - RS MR 14 138,074 121,222
Investment properties ZEYE 15 504 457
138,578 121,679
Amortisation of intangible assets & EEE 19 1,968 1,937
Recognition of lease prepayments R AR ETRA R
for land use right 16 2,454 1,913
Minimum lease payments WS IERL 2
under operating =EHE
lease on properties 117,484 104,023
Losses on disposal of items of BEME  BER
property, plant and equipment, net X {EEIEIFEE 13,010 366
Reversal of impairment of JFEE AT B 5% T L At FE LT
trade and other receivables SR EREE (153) (1,430)
Net rental income FSFUA (72,534) (63,572)
Auditors’ remuneration % EREM N & 2,200 2,200
Staff costs: BTAA
Directors’ emoluments E-T0 9 6,703 7,075
Other staff costs HEp8TIA
Wages, salaries and social I #Hekts
security costs {REERK AN 323,875 287,792
Retirement benefit contributions RREF TR 28,725 24,581
352,600 312,373
359,303 319,448
Foreign exchange differences SNFEPE 5 = K8 119 (263)
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8. RETIREMENT BENEFITS

The Group’s contributions to pension costs amounted to
approximately RMB28,833,000 and RMB24,981,000 for the years
ended 31 December 2009 and 2008, respectively.

9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION 9.
AND FIVE HIGHEST PAID EMPLOYEES

Details of the remuneration of directors and supervisors for the year,

disclosed pursuant to the Rules Governing the Listing of Securities

on the Stock Exchange of Hong Kong Limited and Section 161 of

the Hong Kong Companies Ordinance, are as follows:

=l

RIKEF
Bz fﬁﬂi&fggl\i-i—*ﬂ:ﬂ-
—HLEFE  AEBEHEKRENEFREER

2 Bl K & A K #28,833,0007T & /\ E i
24,981,000 JT °

EE EEFMRAVESHFESHOH
4

BEBMIMERABES LHRIKLES
AREHFE161E  FRESMESHE 25
BIRELLT

Group
£8
Directors Supervisors
==Y B
2009 2008 2009 2008
—ETAE —TITNF ZEBBEAE =TT )\F
RMB'000  RMB'000 | RMB000  RMB'000
ARBETR AR%®TrT AR®TRE ARETT
Fees ik 160 160 68 68
Other emoluments: ﬁ‘rﬁ%@ﬂ@ :
Salaries, allowances e @j\/i\& y
and benefits in kind f\TEE§%W%UEE 2,219 2,423 977 1,102
Performance related bonuses* ‘”*E e 4,216 4,092 1,314 1,373
Retirement benefit contributions — RRIEF H5K 108 400 81 179
6,543 6,915 2,372 2,654
Total HRET 6,703 7,075 2,440 2,722
& Certain executive directors and supervisors of the Company are entitled * ETARRRTESRESTHRENMES -
to bonus payments which are determined based on the Company’s HBRBARNRFAFFMEE ©

net profit for the year.
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9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION 9. EX - EEFMrANVE=SHES M

AND FIVE HIGHEST PAID EMPLOYEES (Continued) &(#E)
(@) Independent non-executive directors (@) BAFHTES
The fees paid to independent non-executive directors during FAXNTELIERATEEZNES W
the year were as follows: S 8
2009 2008
—EFThE —ZT )\
RMB’000 RMB’000
ARET T AREFIT
Mr. Fan Faming SBIABRL A 40 40
Mr. Huang Jiangming = LREA 40 40
Mr. Chung Chi Kong o bvtas) 80 80
Total HRET 160 160
There were no other emoluments payable to the independent AEERNLEL N TFBELIERTEETH
non-executive directors during the year (2008: Nil). HEHEM(ZZEZN\E : T) o
(b) Executive directors and non-executive directors (b) BITESRIFHTES
Salaries,
allowances
and benefits Retirement
in kind  Performance benefit
e 2H related  contributions Total
Fees RHA bonuses ERIKEA remunerations
e B EXRS H& MemE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETR ARET T ARET T ARET T
2009 “EEZNE
Executive directors: WITES -
Mr. Wei Tingzhan EEBELE - 772 1,556 27 2,355
Mr. Li Jianwen TENEAE - 772 1,556 27 2,355
Ms. Li Chunyan =S - 364 369 27 760
Mr. Liu Yuejin S PR A - 311 735 27 1,073
- 2,219 4,216 108 6,543
Non-executive directors: FRTES
Mr. Gu Hanlin BEMEE - - - - -
Mr. Li Shunxiang FEREsE A - - = = =
Total 4Bt - 2,219 4,216 108 6,543
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9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION 9. EEX - EEFMirRAVESEHES M

AND FIVE HIGHEST PAID EMPLOYEES (Continued) cAG D,
(b) Executive directors and non-executive directors (b) BITEERIHTES(E)
(Continued)
Salaries,
allowances
and benefits Retirement
in kind Performance benefit
E =11 related  contributions Total
Fees REA bonuses RIREF]  remunerations
we EWA&E By it & B &E
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AREFTT AREFTT AREFTT AREFT ARETTT
2008 —ETN\F
Executive directors: HITES
Mr. Wei Tingzhan e8It E - 845 1,701 140 2,686
Mr. Li Jianwen TENXSE - 845 1,701 140 2,686
Ms. Li Chunyan FEMLL - 369 370 60 799
Mr. Liu Yuejin BlRRE T e = 364 320 60 744
- 2,423 4,092 400 6,915
Non-executive directors: EMITESE -
Mr. Gu Hanlin BREMIAEAE - - - - -
Mr. Li Shunxiang =B S A - - - = =
Total KEET - 2,423 4,092 400 6,915
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9. DIRECTORS’ AND SUPERVISORS’ REMUNERATION 9. EX - EEFMrANVE=SHES M

AND FIVE HIGHEST PAID EMPLOYEES (Continued) &(#E)
(c) Supervisors (c) E=
Salaries,
allowances
and benefits Retirement
in kind  Performance benefit
Ec =1 related  contributions Total
Fees REAM bonuses RIKEA remunerations
we BUAE BENES HR ek
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARET T AR®T R AR¥ETR ARETR AR¥T T
2009 —EENF
Ms. Qu Xinhua B ELZ L - 419 737 27 1,183
Ms. Wang Shuying EiRE L - 398 553 27 978
Ms. Yao Jie phEEL - 160 24 27 211
Mr. Chen Zhong PREE A 34 - - - 34
Ms. Cheng Xianghong 24L&+ 34 - - - 34
Total 5T 68 977 1,314 81 2,440
2008 —ETN\F
Ms. Qu Xinhua [EFEEL+ - 512 739 84 1,335
Ms. Wang Shuying FRELZ L - 433 610 71 1,114
Ms. Yao Jie phEEL - 157 24 24 205
Mr. Chen Zhong PREE S A 34 - - - 34
Ms. Cheng Xianghong 24 L+ 34 = = = 34
Total HEET 68 1,102 1,373 179 2,722
There was no arrangement under which a director or a AEFEANRELMEERESTNEXREN
ts#g)?/;v;or waived or agreed to waive any remuneration during (A o
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9. DIRECTORS’, SUPERVISORS’ REMUNERATION AND 9. EE - EEFMEEVERSHFES KM

FIVE HIGHEST PAID EMPLOYEES (Continued) & (#)
(d) Five highest paid employees (d) ENEREHFEENEHS

AERERNIUGEHERRE—NUES
(ZZBNF : —f1) EFEMHFBER
EA P D) - BRI ( =TT\ F :
SO RSHIFESRENTMFEN

The five highest paid employees during the year included one
director (2008: two), details of whose remuneration are set out
in note (b) above. Details of the remuneration of the remaining
four (2008: three) non-director, highest paid employees for the

year are as follows: T~
Group
EC]
2009 2008
—EENEF —ZETNF
RMB’000 RMB’000
ARET ARBTFT
Salaries, allowances and e  EZMREMEDR
benefits in kind 3,527 3,003
Performance related bonuses BERES 14,839 6,611
Retirement benefit contributions 3R R4E Al 7k 41 28
18,407 9,642
The number of non-director, highest paid employees whose FEERIEENTERTES + LB
remuneration fell within the following bands is as follows: BRATEHEENSB LT
Number of employees
EEHE
2009 2008
—EENF —TTN\F
HK$2,500,001 to HK$3,000,000 2,500,001 72 23,000,000/ 7T
(equivalent to RMB2,201,201 to (HERARK?2,201,201TE
RMB2,641,440) ARMED 641,4407T) - 1
HK$3,000,001 to HK$3,500,000 3,000,001 728,500,000/ 7T
(equivalent to RMB2,641,441 to (FHERARKE2,641,441TE
RMB3,081,680) AR#3,081,6807T) 2 1
HK$4,000,001 to HK$4,500,000 4,000,001 7T 24,500,000/ 7T
(equivalent to RMB3,521,921 to (HERARYS 521,921 TE
RMB3,962,160) AR#3,962,1607T) 1 -
HK$5,000,001 to HK$5,500,000 5,000,001/ 7T 25,500,000/ 7T
(equivalent to RMB4,402,401 to (BBERARAL,402,401TE
RMB4,842,640) AR4,842,6407T) - 1
HK$10,000,001 to HK$10,500,000 10,000,001/& 7t % 10,500,000/ 70
(equivalent to RMB8,804,801 to (FEER ARS8, 804,801 LE
RMB9,245,040) AR¥9,245,0407T ) 1 -
4 8
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10. INCOME TAX 10. BiE

AEBEARBEBEENELT RN AKEK
8 2 R REM B 4R P FE T I B B A [ S O it
MBS - AEE B A ERNEED
EAERBEA  AEEFTHATENF
B o KB BRITAARHERE  EARAE
SENEBERANEERAEREKESEEE
AR UARZ 26 % B B R 4R

The Group is subject to income tax on an entity basis on profit
arising in or derived from the tax jurisdictions in which members of
the Group are domiciled and operate. The Group is not liable for
income tax in Hong Kong as it does not have assessable income
currently arising in Hong Kong. Under the prevailing PRC income tax
law, the Group and its associates are subject to corporate income
tax at a rate of 25% on their respective taxable income.

The income tax in the consolidated income statement of the Group AEBEHERRTPASHEENT ¢
comprises the following:

Group
£8

2009 2008

—EFThE —TT)\F

RMB’000 RMB’000

ARET T AREFIT

Current income tax — PRC AREIFEERH — R 65,140 77,313
Deferred income tax EED SR (91) (732)
Total tax charge for the year FERES 65,049 76,581

ERARBRBRADEFIZEER Rt EOREM
BREZASENERECEMSHREFTE
MBEMEH - KEOEEREMS R R E

A reconciliation of tax expense applicable to profit before tax at
the statutory rate to tax expense at the Group’s effective rate, and

a reconciliation of the statutory rate to the effective tax rate, are

as follows: BERBESFIHENAT
Group
£H
2009 2008
—ZTAF —ETT)N\F
RMB’000 % RMB’000 %
ARET T Bolkk ARETT Bt
Profit before tax BR 5 B A 253,565 280,264
Income tax at PRC statutory TR BAE R ST
income tax rate HRETENDEER 63,391 25.0 70,066 25.0
Expenses not deductible for tax ~ A0 5% 1,190 0.5 5,625 2.0
Tax losses not recognised RIERTHIBEE 2,250 0.9 2,026 0.7
Tax effect of non-taxable income  FEFERFR U A (1,817) (0.7) (1,167) (0.4)
Others Aot 35 - 31 -
Tax charge at the Group’s
effective rate REBERNEZ H 65,049 25.7 76,581 27.3
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11. PROFIT ATTRIBUTABLE TO OWNERS OF THE
PARENT

The consolidated profit attributable to owners of the parent for the
year ended 31 December 2009 includes a profit of RMB164,692,000
(2008: RMB199,156,000) which has been dealt with in the financial
statements of the Company (note 33(b)).

12. DIVIDENDS 12.
Proposed final - RMB18.0 cents FORAREAIR B — ST mR
(2008: RMB21.0 cents) ARK0.187T
per ordinary share (ZZZ)\F : AE¥0.217T)

11.

B A FEFE ABGEEF

IARRRIBBHREBE_ZZNF+=A
—t+—BLEFEZERRIFEARBGETNA
AR®164,692,000c( =TT NF : AR¥
199,156,000t ) (Ff{7E33(b)) °

RE
2009 2008
—BENE U
RMB’000 RMB’000
ARBTR ARBTT
74,200 86,566

The proposed final dividend for the year is subject to the approval
of the Company’s shareholders at the forthcoming annual general

meeting.

13. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share amounts is based on
the profit for the year attributable to ordinary equity holders of the
parent and the weighted average number of ordinary shares in

issue during the year.

13.

FARRIKH KRR B AGTARRRRRIERE
BEREAFARE LR - HAHEE -

BAREBREEARGERAT

BRERBNDIRERNFER QR LB
BARGEBANEARNFEADHTEBRINE
FHRHEE -

2009 2008
—EEhEF —TTN\F
RMB’000 RMB’000
ARBT T ARBT T
Earnings: B
Profit attributable to ordinary equity ~ BFA & EBARAIEA A
holders of the parent JEA 4 7l 147,783 156,758
Number of shares
BHEBE
2009 2008
—EEhEF —TTNF
Shares: BRI -
Weighted average number of REENARSRER
ordinary shares in issue during BAGTERNB BT L RAR
the year used in the basic DNt AR 2K

earnings per share calculation

412,220,000 412,220,000

No adjustment has been made to the basic earnings per share
amounts presented for the years ended 31 December 2009 and
2008 in respect of a dilution as the Company had no potentially
dilutive ordinary shares in issue during those years.

RBE_ZTNFR-_ZTNF+_A=+
—RALEFEAR BARRLENFEEESE
EBEE - AU RAREMFANSRE
AEFEHEE -
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14. PROPERTY, PLANT AND EQUIPMENT

14. Y% > BERRE

Group £E
Leasehold
improve- Con-
ments Office Motor struction
Buildings HE Machinery  equipment vehicles  in progress Total
BF MELRB HeE WARE RE EEIR b
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARBTn ARtz ARETr AR%Tr ARETrn ARET:R
31 December 2009 R-EELE
+-A=t-H
As at 31 December 2008 RZEEN\E
and at 1 January 2009; +-A=+-AH
LZTENE
—A—R:
Cost AR 785,836 399,898 466,838 128,546 53,519 134,431 1,969,068
Accumulated depreciation 25HE (84,422) (70,748)  (185,626) (81,553) (18,240) - (440,589)
Net carrying amount EHFE 701,414 329,150 281,212 46,993 35,279 134,431 1,528,479
Asat 1 January 2009, netof ~ R=ZZENE—F—H-
accumulated depreciation MR 2AHTE 701,414 329,150 281,212 46,993 35,279 134,431 1,528,479
Additions #m 123,955 51,088 22,415 11,883 674 80,354 290,369
Disposals RE - (12,763) (128) (296) (465) - (13,652)
Depreciation ik (27,084) (37,410) (52,936) (15,096) (5,548) - (138,074)
Transfers YN 5,298 58,662 28,599 167 - (92,726) -
Transfers to investment EAREMFE
properties (note 15) (514) - - - - - (514)
As at 31 December 2009, net of W=EZAF
accumulated depreciation +-A=+-8"
MR2FHE 803,069 388,727 279,162 43,651 29,940 122,059 1,666,608
As at 31 December 2009; RZETNEF
+-A=1+-H
Cost B 914,296 493,665 516,614 131,146 48,269 122,059 2,226,049
Accumulated depreciation 2ithE (111,227)  (104,938)  (237,452) (87,495) (18,329) - (559,441)
Net carrying amount EHFE 803,069 388,727 279,162 43,651 29,940 122,059 1,666,608
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14. PROPERTY, PLANT AND EQUIPMENT (Continued) 14. Y% - BERRE(E)
Group ]
Leasehold
improve- Con-
ments Office Motor struction
Buildings HE Machinery equipment vehicles in progress Total
BT MEEE e AN RE fEETR &t

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETR ARETR ARETRT ARETR ARETR ARETR

31 December 2008 RZZTNF
+-A=t-H
As at 31 December 2007 RZZT+4F
and at 1 January 2008: TZA=t-Ak
RZZTENE
—-fA-R:
Cost R 662,411 294,010 374,646 105,628 47,555 146,203 1,630,453
Accumulated depreciation ZihE (67,709) (41,369) (145,774) (71,401) (17,366) - (333,619)
Net carrying amount REFE 604,702 252,641 208,872 34,207 30,189 146,208 1,296,834
As at 1 January 2008, RZTTN\F
net of accumulated -A-B-
depreciation MR EEHTE 604,702 252,641 208,872 34,207 30,189 146,203 1,296,834
Additions 0 94,692 41,752 63,409 14,760 9,104 130,822 354,539
Disposals RE - - (481) (716) (475) - (1,672)
Depreciation il (26,713 (29,379) (48,376) (13,215) (3,539) - (121,222
Transfers E)N 28,733 64,136 37,788 11,987 - (142,594) -
As at 31 December 2008, RZZEN\F
net of accumulated +-A=+-H"
depreciation MR ZEHTE 701,414 329,150 281,212 46,993 35,279 134431 1528479
As at 31 December 2008; RZZENE
t-A=t-H8:
Cost S 785,836 399,898 466,838 128,546 53,519 134,431 1,969,068
Accumulated depreciation ZithE (84,422) (70,748) (185,626 (81,559) (18,240) - (440,589)
Net carrying amount REFE 701,414 329,150 281,212 46,993 35,279 134,431 1,528,479
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14. PROPERTY, PLANT AND EQUIPMENT (Continued)

14. Y% - BERZE (&)

Company AT
Leasehold
improve- Con-
ments Office Motor struction
Buildings HE Machinery  equipment vehicles  in progress Total
G B2 NELE e BARE "B ERIR @t
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®TT ARMTn AR%ETn AR¥Tn AR%Tr AR%Tn ARETxn
31 December 2009 R-EEhE
TEREr=F
As at 31 December 2008 i I:3
and at 1 January 2009 +ZA=+-AER
“EEnE-A-H:
Cost KA 772,570 314,994 360,962 102,772 26,794 113,136 1,691,228
Accumulated depreciation ZithE (84,054) (43,483) (144,566) (63,844) (6,898) - (342,845)
Net carrying amount FEFE 688,516 271,511 216,396 38,928 19,896 113,136 1,348,383
As at 1 January 2009, netof ~ R=ZEENE—F—-H"
accumulated depreciation MR2HNE - 688,516 271,511 216,396 38,928 19,896 113,136 1,348,383
Additions #m 90,111 41,789 20,695 9,927 201 80,354 243,077
Transfer to a subsidiary YN - - - (35) = = (35)
Disposals RE - (12,763) (29) (249) (14) - (13,055)
Depreciation & (26,668) (26,836) (34,858) (11,792) (2,560) - (102,714)
Transfers EA 5,298 58,662 7,304 167 - (71,431) -
Transfers to investment EALEE
properties (note 15) (514) - - - - - (514)
As at 31 December 2009, RZBTNEF
net of accumulated +-h=+-H"
depreciation k25 E 756,743 332,363 209,508 36,946 17,523 122,059 1,475,142
As at 31 December 2009: RZETNE
+-A=1+-R:
Cost KA 867,189 399,461 387,875 103,785 26,532 122,059 1,906,901
Accumulated depreciation Zitie (110,446) (67,098) (178,367) (66,839) (9,009) - (431,759)
Net carrying amount EHEE 756,743 332,363 209,508 36,946 17,523 122,059 1,475,142
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14. PROPERTY, PLANT AND EQUIPMENT (Continued) 14. Y% - BERRE(E)
Company NG|
Leasehold
improve- Con-
ments Office Motor struction
Buildings ik Machinery equipment vehicles in progress Total
EF nEEE HE W% nE ERIR @zt
RMB'000 RMB'000 RMB'000 RMB 000 RMB’000 RMB’000 RMB'000
AREBTT ARETT ARETT ARBTT ARETR AREFT ARETR
31 December 2008 i I¥:2
+-A=1-A
As at 31 December 2007 i a2
and at 1 January 2008 +-A=+-Bk
RZEZ\F—F—H
Cost KA 641,643 220,771 298,757 81,452 26,313 145,268 1,414,204
Accumulated depreciation ZithE (57,624 (23,962)  (118,559) (55,390) (6,943) - (262,472)
Net carrying amount REFE 584,019 196,309 180,204 26,062 19,370 145,268 1,151,732
As at 1 January 2008, netof ~ R=ZE\&—F—H"
accumulated depreciation B2 E 584,019 196,809 180,204 26,062 19,370 145,268 1,151,732
Additions 21 92,621 28,932 33,161 10,343 1,331 109,527 275,915
Transfer from subsidiaries BHBLREA 9,573 2,090 261 107 88 - 12,119
Disposals RE - - (481) (76) (89) - (646)
Depreciation g (26,430) (19,521) (34,537) (9,445) (804) (90,737)
Transfers N 28,733 63,201 37,788 11,987 - (141,659) -
As at 31 December 2008, RZZTN\E
net of accumulated +-A=+-8"
depreciation k25 E 688,516 271,511 216,396 38,928 19,896 113,136 1,348,383
As at 31 December 2008; RZZEN\F
+-A=1-A
Cost AR 772,570 314,994 360,962 102,772 26,794 113,136 1,691,228
Accumulated depreciation ZiHE (84,054) (43,483 (144,566) (63,844) (6,398) - (342,845)
Net carrying amount FEFE 688,516 271,511 216,396 38,928 19,896 113,136 1,348,383

All the Group’s and the Company’s buildings are located in PRC.

As at 31 December 2009, the Group’s and the Company’s buildings
with a net book value of approximately RMB649.8 million (2008:
RMB502.8 million) were pledged to secure certain bank loans
granted to the Group and the Company (note 29).

As at 31 December 2009, except for five properties with a net book
value of approximately RMB512.6 million in aggregate located in
Beijing, Langfang and Shijiazhuang (2008: RMB445.2 million for
13 properties) and properties under construction, the Group has
obtained ownership certificates for all of its buildings.

PrEAEBMAR BB TN PEIEA o

R—ZEZNF+_A=+—8 ' ZEEEAX
2 a REFEL A R 649,800,000 (=F
T\ F : AR#502,800,0007T ) HIAE F 1 1K
HRARERAEERARRERNETRT
B (HizE29) »

RZZBEZAF+_A=1+—8" BRoIFIuR
IR B RARENERAFELTOAR
#512,600,000c( = EF)\F : + =YX
AR #445,200,00070) R FEE TN AIEY)
N NEBERSIEMENEESS -
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15. REYE

Group and Company

£EEEAA

2009 2008

—EZhE —ZTT)N\F

RMB’000 RMB’000

ARBT AREBT T

Carrying amount at 1 January R—H—BHEREE 7,783 8,240
Transfer from owner-occupied HMABAYE(ME14)

property (note 14) 514 =

Depreciation provided during the year ZN&[E & B (504) (457)

Carrying amount at 31 December R+=—A=+—HHEAEE 7,793 7,783

Fair value NRE 22,856 19,894

The Group’s and the Company’s investment properties are situated

in PRC and held under the medium term leases.

The investment properties are leased to third parties under operating
leases, further summary details of which are included in note
36(a).

At 31 December 2009, the Group’s and the Company'’s investment
properties with a carrying amount of RMB6.3 million (2008: RMB6.7
million) were pledged to secure certain bank loans granted to the

Group and the Company (note 29).

The fair values of the investment properties as at the end of the
reporting period were determined based on the valuations performed
by Vigers Appraisal & Consulting Limited, an independent firm of
professionally qualified valuers. The fair value represents the amount
at which the assets could be exchanged between a knowledgeable,
willing buyer and a knowledgeable, willing seller in an arm’s length

transaction at the date of valuation.
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16.

17.

LEASE PREPAYMENTS FOR LAND USE RIGHT

ol

16. tifEREAERNTR

Group and Company

SEEATE
2009 2008
—EThF ZZETNF
RMB’000 RMB’000
ARBT T AREBTT
Carrying amount at 1 January R—HA—RBZKRHEE 74,549 76,462
Additions = Yill 16,176 -
Recognised during the year N FHER (2,454) (1,913)
Carrying amount at 31 December RTZA=+—HZEHE 88,271 74,549

The leasehold land is held under long term leases and is situated
in PRC.

At 31 December 2009, the Group’s and the Company’s lease
prepayments for land use right with a carrying amount of RMB83.1
million (2008: RMB69.3 million) were pledged to secure certain bank

loans granted to the Group and the Company (note 29).

HET R RPHEE B HLNPEEA -

ZETZNEFEFTZA=T—H AEEM
$Qﬁ%@@%AE%%mmmEmi
HERERERNR(ZZEZENE : AR
69,300,0007T ) & R A B IR A S B A A A
AR A S TIRITER(FIFE29) °

INTERESTS IN SUBSIDIARIES 17. LB A REDS
Company
NHE]

2009 2008

—ZETAF —ET)\F

RMB’000 RMB’000

ARETT AREFT

Unlisted investments, at cost FELEMRAIRE - LK AE 333,847 333,847
Amounts due from subsidiaries N EENGIE R 146,493 172,089
Amounts due to subsidiaries AN =NGR! (39,378) (29,703)
440,962 476,233
Included in the amounts due from subsidiaries as at 31 December REZZZENFF+_A=1+—8 ' N2 AIEH
2008 were entrusted loans provided by the Company to Chaopi BRAABEHEAREE - BHiltH5 - FAHtE
Trading, Chaopi Zhongde, Chaopi Huilong (collectively the E(EBEIEALTDZEREERNKIED A A

“Borrowers”) amounting to RMB50 million, RMB30 million and
RMB10 million respectively, to finance the Borrowers’ working
capital. The entrusted loans were arranged via Bank of Beijing,
and had been fully settled in 2009.

Except for the aforementioned entrusted loans, all the amounts due
from/to subsidiaries are unsecured, interest-free and have no fixed
terms of repayment. The carrying amounts of these amounts due
from/to subsidiaries approximate to their fair values.

R #50,000,0007T * A FE #30,000,0007T F1
AE#10,000,0007C © AEAEAFTNEE
EEEAS  REEREFICI TRITLHE
WER =TT hFE2EWE -

ﬁ%tkiﬁffmZﬁ\\ AR FE A T

NRMRIEY REER R EREBEEE
HoEMBARBKRNEMNFRER
(ERiEES

N
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17. B A R (&)

Particulars of the subsidiaries held by the Company as at 31 RZZZNF+_A=1+—8 ' X2RNEB
NSy N

17. INTERESTS IN SUBSIDIARIES (Continued)

December 2009 are as follows:

Percentage
Nominal of equity
Place of value of attributable
registration paid-up and to the Company
and registered Direct Indirect
operations capital RO FEML Principal

Name SR L HREMER BAEZH DL activities

NGRS REEBE BREE HiE g EEER

Beijing Jingkelong (Langfang) Langfang, PRC RMB10,000,000 80.00 = Retail of general
Company Limited alEi i) AR #10,000,0007T merchandise
(“Jingkelong Langfang”) —MREDTE

It RREE(BS)ERA A
([REERH])

Beijing Chaopi Trading Beijing, PRC RMB368,000,000 79.85 = Wholesale
Company Limited HEIL R AR #368,000,0007C of general
(“Chaopi Trading”) merchandise

ERAREEER AT —REmLE
([EA8tEg )

Beijing Xinyang Tongli Beijing, PRC RMB1,600,000 52.03 = Production of
Commercial Facilities HEER AR #1,600,0007C plastic packing
Company Limited materials and
(“Xinyang Tongli”) installation and

ERMGENEERBEER AR maintenance of

([R&®Aal ) commercial
equipment
BHEE
W EEME R
REZERRE

Beijing Jingkelong Beijing, PRC RMB29,000,000 100.00 = Retail of general
Supermarket Chain HBIER AR #29,000,0007T merchandise
Company Limited —REREE

TRRREBMEHER AR

Beijing Chaopi Huaqing Beijing, PRC RMB18,000,000 - 42.66 Wholesale of
Beverage Company Limited HEE R AR #18,000,0007C drinks and food
(“Chaopi Huaging”) (2) R R R mitE

TRAREERREREERT]

(T&AstE3E 1) (2)

Beijing Chaopi Flavourings Beijing, PRC RMB23,750,000 - 42.03 Wholesale of
Company Limited HEE R AR #23,750,0007C flavourings,
(“Chaopi Flavourings”) (2) edible oil

RS ARRAEREEAF and food
(TEA8taA%m ) (2) R - RAMH

Ruuﬁtﬁé
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17.

INTERESTS IN SUBSIDIARIES (Continued)

Name

AREH

Beijing Chaopi Shuanglong
Alcohol Sales Company
Limited (2)

IR E B HE
BREFERAR(2)

Beijing Chaopi Jinglong Oil
Sales Company Limited
(“Chaopi Jinglong”) (2)

IR RE MR R E B R
AR ([FHRE])(2)

Shijiazhuang Chaopi Xinlong
Trading Company Limited
AREREBERERRAA

Qingdao Chaopi Jinlong
Trading Company Limited
EEPRHREREERAR

Beijing Chaopi Zhongde
Trading Company Limited
(“Chaopi Zhongde”)

TERABFEHEERD
([#H#HRE])

Beijing Chaopi Huilong
Trading Company Limited
(“Chaopi Huilong”) (2)

TRBAREREFEERAA
([#A#EERE 1) (2)

Taiyuan Chaopi
Trading Company Limited
ARARBEERAA

Tangshan Chaopi
Trading Company Limited
B EEER A

Tianjin Chaopi
Trading Company Limited
REPUEEERAA

Place of
registration
and
operations
A B AL
REERE

Beijing, PRC
HEldE R

Beijing, PRC
FEER

Shijiazhuang, PRC
REARE

Qingdao, PRC
FEES

Beijing, PRC
FEER

Beijing, PRC
HEldE R

Taiyuan, PRC
FEIAR

Tangshan, PRC
REIELL

Tianjin, PRC
FREIRE

Nominal
value of
paid-up and
registered
capital
HEZMER
RREE

RMB24,000,000
AE#24,000,0007T

RMB18,000,000
A& #18,000,0007T

RMB5,000,000
AE#5,000,0007T

RMB5,000,000
AE#5,000,0007T

RMB28,000,000
A& H#28,000,0007T

RMB12,000,000
AE#12,000,0007T

RMB5,000,000
AE#5,000,0007T

RMB5,000,000
AR #:5,000,0007T

RMB15,000,000
AE#15,000,0007T

ol

17. G B A SRR (&)

Percentage
of equity
attributable
to the Company
Direct Indirect
RN T EML
BAERE 2
HiE 4%

= 4711

= 43.30

= 79.85

= 79.85

= 79.85

= 45.83

= 79.85

= 79.85

= 79.85

Principal
activities

FTEER

Wholesale of
alcoholic
beverages

BB ER 3

Wholesale of
edible oil
RABALE

Wholesale of
alcoholic
beverages

BB ER 3

Wholesale of
alcoholic
beverages

R m it

Wholesale of
consumer
sanitary
products

Bt FAm#tE

Wholesale of
alcoholic
beverages

BB ER 3

Wholesale of
general
merchandise

—RE Mm%

Wholesale of
general
merchandise

—REmi#E

Wholesale of
general
merchandise

—REmtE
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17. INTERESTS IN SUBSIDIARIES (Continued) 17. HE A AR (&)

None of the subsidiaries of the Company are audited by Ernst
& Young Hong Kong or other member firm of the Ernst & Young

global network.

Notes:
(1) All subsidiaries are registered as limited liability companies under PRC

law.

These companies are directly held by Chaopi Trading as to more
than 50% equity interests and are accounted for as subsidiaries of
Chaopi Trading. Since the Company held a 79.85% equity interest
in Chaopi Trading as at 31 December 2009, such companies have
been accounted for as subsidiaries of the Company, though the equity

interests indirectly attributable to the Company are less than 50%.

BEARBMEAR AT KEBREELK
B E AR A B R ©

it -

FEMBRRBERTBEERINERE
ERA -

BB B A HBiB50%H) iR A 2 1)
DA WEAAMEENHBAR - AARQ
AHE—TThF+-_BA=+—RHEFHH
P E79.85% M R AR - ZEARBE AR
REMME AR EEARDRHEHERE
BIRR A A 25 D 750% ©

18. AVAILABLE-FOR-SALE INVESTMENTS 18. AHHERAKRE
Group Company
%8 NG
2009 2008 2009 2008
—BEhE —TENF —ZEThE —EENF
Notes RMB’000 RMB’000 RMB’000 RMB’000
Bz | ARBTRE ARETT @ ARETRH AREFT
Listed equity investment RABBEA
in the PRC, at fair value ERRARE -
BARE (@) 4,293 1,085 - -
Unlisted equity FETBRARE -
investments, at cost BRAE 1,188 51,188 - 50,000
Less: impairment loss of B BRARE
equity investments RIEEE (1,188) (1,188) = =
- 50,000 - 50,000
4,293 51,085 - 50,000
Less: Current portion B RAREAEH S
included in equity B AE
investments, at cost (b) - (50,000) - (50,000)
Non-current portion FEARERE 4,293 1,085 = -

The above investments consist of investments in equity securities
which were designated as available-for-sale investments and have
no fixed maturity date or coupon rate. The fair value of the listed

equity investment is based on quoted market prices.
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18. AVAILABLE-FOR-SALE INVESTMENTS (Continued)

19.

Notes:

ol

18. AHEERTRE (#)
P 3

(@)  During the year ended 31 December 2009, the net gain of the
Group’s available-for-sale investment of RMB2,222,000 (2008: loss

of RMB2,595,000) was recognised as other comprehensive income.

(b)  On 23 December 2008, the Group entered into a sale and purchase

agreement with Beijing Jinyang Jiulong Trading Company Limited,

an independent third party, to dispose of its 11.04% equity interest

in Beijing Shoulian Trading Company Limited (“Shoulian”), for a cash

consideration of RMB50,000,000. The disposal transaction was

completed in January 2009.

INTANGIBLE ASSETS

The intangible assets of the Group represent the carrying amount

of a distribution network and software acquired.

(@)

REZZETNEEARN AEBETHHERANE
B F A AR 2,000 000fER A E 2
ANE(ZTTNF : BB ARK2,595,000

JT) °

RZZTN\E+-_A=+=0 A£EEB
VE=ZFIEREHEARMEERAREER
EEZE R Z - AAR50,000,0007T 7 EHE
ANt R M EEEAR AR
Bt 1) 11.04% 0 ARAE T ASE R - ZIEHER D
RZTTNFE— AR

. BPEE
BVEERBAD HEK R ZREE -

Group Company
£5 AT
2009 2008 2009 2008
—EZNF —ZETNF ZEBEEAF ZZTITN\F
RMB’000 RMB’000 RMB’000 RMB’000
ARB®TRT ARBTT AR#TRE AR%ETT
Cost at 1 January, net of R—A— B
accumulated amortisation bk R T8 8,583 7,964 4,756 3,017
Additions N 715 2,556 715 2,556
Amortisation provided NG S SRS
during the year (1,968) (1,987) (848) (817)
At 31 December, net of ®nt+—-—A=+—8"
accumulated amortisation g §i 7,330 8,583 4,623 4,756
At 31 December: R+-—A=+—8:
Cost BN 16,178 15,463 10,578 9,863
Accumulated amortisation REHEESE (8,848) (6,880) (5,955) (5,107)
Net carrying amount BREFE 7,330 8,583 4,623 4,756
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20. OTHER LONG TERM LEASE PREPAYMENTS 20. HttRHEERE N
Other long term lease prepayments of the Group represent the long HERAAEENREASEREILREE
term portion of rental expenses prepaid to third parties in respect ATHHARE+N\FHEMEEREMNSG
of the lease of certain premises and warehouses in Beijing for a F=FTHRABER BRI RE
period of five to eighteen years. 7 e

Group Company
- AT
2009 2008 2009 2008

—EFNE —TTNF ZBBhAEFE —TT)N\F
RMB’000 RMB’000 RMB’000 RMB’000
AREBTTE AREBTT ARETE ARETT

Cost at 1 January, net of i = Rl =1: 1) '%7:N
accumulated amortisation R Rty 75,167 27,089 46,375 =
Additions 0 11,932 54,895 8,186 46,389
Amortisation provided RNEENEHEE
during the year (9,311) (6,817) (3,447) (14)
At 31 December, net of R+=—A=+—H
accumulated amortisation VG g i 77,788 75,167 51,114 46,375
Less: current portion included in & : BIEBEMNK - HE& &
prepayments, deposits H Rz
and other receivables ANERER S (13,256) (7,733) (7,742) (3,180)
Non-current portion JEARHERE 64,532 67,434 43,372 43,195
21. INVENTORIES 21. £
Group Company
£E AT
2009 2008 2009 2008
—ETAF —TTNF ZEBEAF —ZTT)N\F
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETT |ARETRTE ARETT
Merchandise and 88 & 5 AN
produce for resale 773,429 698,084 262,156 237,319
Raw materials R 9,614 10,606 9,614 10,606
783,043 708,690 271,770 247,925
Low value consumables KEZER 2,208 1,390 79 143
785,251 710,080 271,849 248,068
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22. TRADE RECEIVABLES 22, FEWIRR

Group Company
£E AT

2009 2008 2009 2008
—EEAE —ZEZENF ZEBENLFE ZZTTN\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARBTT ARBTE ARBTT
Trade receivables JEUBR X 1,199,117 970,966 480,917 354,302
Impairment RE (727) (880) = -
1,198,390 970,086 480,917 354,302

The Group normally allows a credit period of not more than 60
days to its customers. A longer credit period is granted to its major
customers with long term relationship. The Group seeks to maintain
strict control over its outstanding receivables. Overdue balances
are reviewed regularly by senior management. The Group’s trade
receivables as at 31 December 2009 comprised about 2,500 (2008:
2,500) customers with amounts ranging from RMB0.001 million to
RMB462.1 million (2008: RMB0.001 million to RMB344.3 million).
Trade receivables are non-interest-bearing except for amounts due
from Shoulian which bore interest at a rate of 5.3% (2008: 5.6%
to 7.5%) per annum.

An aged analysis of the trade receivables of the Group and the

AEBHRTFTEPNERAA—RTBHRAT
H SR ERMEBHARNEEZFPETR
REE A H o N& B R BRARIE Hil & A R UL
Bl 1) FE UL BR 3R - = AR E%JE‘ TE B gk 8 BA R
BESHELETIE N_TZNF+_A=
+—H8 '$€Elﬂﬁzﬁﬁfxﬁ%ﬁﬁé%@2500%
(ZZZ)N\F :25008)8F » HEWIE
& A R #1,0007T & A R #462,100,0007T
(ZZ2EZNF : L ARM1,000T E AR
344,300,0007T ) ° Bk FE U & B B9 FE U BR 3%
FRZEE3% (ZEZTNF : 5.6%27.5%) &
BN - AR TR o

AREE R AR B & A 48 R B B AR K

Company as at the end of the reporting period, based on the invoice BEEZEHARNREEZOERRSTE
date and net of provision, is as follows: ™
Group Company
£8 AT

2009 2008 2009 2008
—EENF ZTTENF ZEBENF ZZTTN\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARETT AR%STRE ARETT
Within 2 months MEA Z A 728,925 620,419 97,945 81,101
2 to 6 months AREZ 7N {E A 242,527 223,477 160,818 150,458
6 months to 1 year NEAE—F 202,570 126,184 198,145 122,743
1 to 2 years —FR|—F 24,368 6 24,009 -
1,198,390 970,086 480,917 354,302
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22. TRADE RECEIVABLES (Continued)

The movements in provision for impairment of trade receivables

are as follows:

22, FEWERFR (&)
JEUBR SRR ER BRI B BN T ¢

Group Company
£8 NG

2009 2008 2009 2008

—EENF —ZTTNFE ZEBEZEAF ZTTN\F

RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARBTT ARBTT ARETT

At 1 January n—A—H 880 6,451 - 3,529
Amount written off Bz AR

as uncollectible - (3,529) - (3,529

Impairment losses reversed B ERREEX (153) (2,042) - =

At 31 December wn+=ZA=+—A~ 727 880 - -

The provision represented the individually impaired trade receivables

related to customers that were outstanding over 360 days. The

FRIB360K KO R HIR (50 E P &) U AR 5K
Rl BB ET IR B 2 o HSE@MLL@%%E?K

Group does not hold any collateral or other credit enhancements TES AR AL (S FAIGAR o
over these balances.
An aged analysis of the trade receivables that are not considered RERBERELRER KRB T T
to be impaired is as follows:
Group Company
£H A F
2009 2008 2009 2008
—EENFE NG ZBENFE ZTTN\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ARBTT ARSTE ARETT
Not past due 7N 38 B 889,207 764,566 258,763 230,942
Less than 1 month past due BEIREBE—EA 73,268 92,466 27,638 30,408
1 to 3 months past due BHRBEA—EAZE=(EH 93,247 77,330 56,316 58,763
Over 3 months past due BHAEB=EA 142,668 35,724 138,200 34,189
1,198,390 970,086 480,917 354,302

134 BENING JINGKELONG COMPANY LIMITED ~ ANNUAL REPORT 2009



NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZEZEAF+=—A=+—H

22. TRADE RECEIVABLES (Continued)

Included in the trade receivables of the Group and the Company as
at 31 December 2009 was an amount of approximately RMB462.1
million (2008: RMB344.3 million) due from one of the Group’s major
customers, Shoulian, and the overdue balance was approximately
RMB222.2 million (2008: RMB122.7 million). A repayment agreement
was entered into between the Company and Shoulian in July 2009
whereby Shoulian agreed to settle the remaining outstanding balance
with regular monthly payments starting from August 2009. In the
opinion of the directors, no impairment is necessary in view of the

following considerations:

—  The subsequent settlement of the outstanding balance of
approximately RMB89.8 million as at the date of this report;

—  During the year ended 31 December 2009, the business of
Shoulian has shown improvements as a result of a series of

renovation and improvements of its retail outlets; and

— Shoulian arranges to pledge five pieces of land and related
buildings situated in Beijing with a total value of not less than
RMB240 million to the Company to secure the overdue trade

receivable.

Other than the trade receivables due from Shoulian above, the
receivables that were past due but not impaired relate to a number
of independent customers that have a good track record with the
Group. Based on past experience, the directors of the Company
are of the opinion that no provision for impairment is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balances are still considered fully
recoverable. The Group does not hold any collateral or other credit

enhancements over these balances.

22.

FEU B R (4

RZEZANF+ZA=+—H ~&H
4 A R #462,100,00070( = T T J\ F ¢
344,300,0007T ) &Y F& U BR 5K 2R B 7S & B &Y
—EAExrEZEEF,EH - HIBREELELD
ﬁAEM%mmmm—??ﬂi
122,700,000t ) - R=ZZEZENF L A K
ARHEEHMEZENHE  aBREE -
ThENARIZADHEEZREERER
HoEERA HRUTEEY LillEE
ARREURE :

- EARELAEZH BEAHARE
89,800,0007T KI /R SR EREE T LAULE]

- REBE_ZEThAF+_A=t+—HILF
B REHEBRTEEHN— KT
KIEBUER - HEBEETHE + &

- EHBRZHEBNRIERARETERAR
#240,000,0007T &) F1 Bz + i R iH 78 5
EEIFEARR  LEREZEDEIHE
W BREN o

B it & B ) B B ORGE R MR FR AN - B BRI
Wk REAEEARIFBERENE TEYL
EPHBNBHERBERE - ERUAEL
B ARBEFRR AXEFREHES
REREERCAEDERA/T2HUEE - &
aﬁbxﬁ%ﬁ@ RE B LA EREE R
BEFERIKECERER -
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23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 23. FAf{F * &R EMEWR

Group Company
£8 ~E
2009 2008 2009 2008

=—2TAE -—TT)\F =—BBAE —TI)\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ARMTRL |ARMTE AR%TR

Prepayments to suppliers TR FE P kIR 253,636 169,850 9,341 7,940
Other receivables o i Wk 56,147 23,926 33,661 10,034
Prepaid expenses TEfFAX 30,207 25,285 15,959 11,681
Input value-added tax receivables &{EF: 1 IB & W FIE 90,576 53,639 42,035 12,214
430,566 272,700 100,996 41,869

Other receivables H it FE UK

Group Company
£8 AT

2009 2008 2009 2008

—EENE -TT\F —BEAFE -—TI)\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARSTR ARETE ARETE

Other receivables E e YR 63,147 31,538 40,661 17,646
Impairment BE (7,000) (7,612) (7,000) (7,612)

56,147 23,926 33,661 10,034
The movements in provision for impairment of other receivables H A EUOREREZE T ¢

are as follows:

Group Company
£ AT
2009 2008 2009 2008

—BEAFE —TT)\F [ ZBBAF —TT)N\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTE ARBTT AREBTRE ARETT

At 1 January n—A—H 7,612 9,127 7,612 9,000

Impairment losses recognised ERERBEEX - 612 - 612

Amount written off as uncollectible B 1% $H1%2 R (612) (2,127) (612) (2,000)
At 31 December 7,000 7,612 7,000 7,612

The individually impaired other receivables relate to receivables HiBBICORKHART AT N EMERIKE
from customers that have been outstanding over 360 days. The DR EBEERE - NEBE Y LR RE
Group does not hold any collateral or other credit enhancements IR EAMEAER -

over these balances.
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23.

24.

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 23.
(Continued)

An aged analysis of the Group’s and Company’s other receivables

that are not considered to be impaired is as follows:

ol

AN BEREMBERRGE)

I 5 TR 58 RK B A EL it B WK 2 BR e 3 AT 40
™

Group Company
L AT
2009 2008 2009 2008
—EBAF _—TI)\F —BBAF _—TI)\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT AR®BTET AR®TT
Not past due KA Hf 56,147 23,926 33,661 10,034

Other receivables that were neither past due nor impaired relate
to a large number of diversified customers for whom there was no

recent history of default.

LOAN RECEIVABLE 24.

As at 31 December 2009, the Group’s and Company’s loan
receivable represented an entrusted loan made by the Company to
Shoulian through Bank of Beijing. The entrusted loan is unsecured,
bears interest at an annual rate of 5.3% and will mature on 25 May
2010. The carrying amount of the loan receivable approximates to

its fair value.

E SRR XESHERSTRAE
FAZEEFEEENES HARE -

FE U & 5K

ZZETNF+ZA=1T—8H  BKRERIE
$Aﬁk@ﬁﬁﬁﬂﬁ§wkﬁm§%§
F o REREREER  FREAE53% 1%
RZZE—ZFRAA-THAZH - HEKE
FEREEERER A ERT
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25. CASH AND CASH EQUIVALENTS AND PLEDGED
DEPOSITS

25. RERESSEYURBERER

Group Company
%8 AT
2009 2008 2009 2008
“EThE —ETN\F —EThE —ETN\F
Notes RMB’000 RMB’000 RMB’000 RMB’000
B - AR®TE ARETTT AR®T T ARETTT
Cash and bank balances e RiR{THEH 413,811 543,028 240,379 319,261
Time deposits THER 51,999 30,387 21,860 -
465,810 573,415 262,239 319,261
Less: Pledged time deposits o BT TS
Pledged for bills payable RENERER 26 (48,258) (12,645) (21,860) -
Pledged for secured bank loans ARITERERER 29 (3,741) (17,742) = =
Cash and cash equivalents Re kB e EEY 413,811 543,028 240,379 319,261

At the end of the reporting period, except for cash and bank
balances of RMB117,000 (2008: RMB118,000) which were
dominated in foreign currencies, the Group’s cash and bank balances
were denominated in RMB, which are not freely convertible in the
international market. The remittance of funds out of PRC is subject

to exchange restrictions imposed by the PRC government.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short term time deposits are made for varying periods
between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short term time deposit rates. The bank balances and pledged
deposits are deposited with creditworthy banks with no recent
history of default.
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26. TRADE AND BILLS PAYABLES

27.

26. BENRAKRE

An aged analysis of the trade and bills payables as at the end of REHBERFEMNERANEEREE
the reporting period, based on the invoice date, is analysed as 7 BREG D ATRA T ¢
follows:
Group Company
£H |
2009 2008 2009 2008
“EBEAE —“TTN\F ZBEAFE —ZTTN\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT AR®BTRET AR®TT
Within 2 months MEA 2R 818,916 702,836 355,199 333,750
2 to 6 months RI{E A =5 E A 203,291 90,293 165,255 68,869
6 months to 1 year NEAE—F 4,999 2,815 4,662 1,763
1 to 2 years —FRB=F 2,262 1,035 1,501 46
Over 2 years BB 1,739 1,997 950 1,945
1,031,207 798,976 527,567 406,373
The trade and bills payables are non-interest-bearing and are EREREREBETHEFE - —REZHR
normally settled on 60-day terms. ABOXK °
As at 31 December 2009, the bills payable of the Group amounting REZZBTZNF+=ZA=1+—8  ~EEER
to RMB152.1 million (2008: RMB42 million) was secured by certain = H A A R#152,100,000t( Z 2 ZE N

of the Group’s pledged time deposits amounting to RMB48.3 million
(2008: RMB12.6 million) (note 25).

As at 31 December 2009, the bills payable of the Company
amounting to RMB64.1 million (2008: Nil) was secured by certain
of the Company’s pledged time deposits amounting to RMB21.9
million (2008: Nil) (note 25).

DEBENTURES 27.

& : AR #¥42,000,0007T) °
49 N #48,300,0007T (
12,600,000t ) K $R 17 /E HiTF &

5¥25) ©

/

—==

mASEHRE
NEF  AR¥
KR (2 £R (B

RZZBZENF+_A=+—H  ARAEEN

On 14 July 2008, the Company issued debentures in aggregate
amounting to RMB370 million, with a term of maturity of one year.
The debentures are unsecured, interest-bearing at 6.8% per annum
and are issued through Bank of Beijing. The carrying amounts of
the debentures approximate to their fair values. The debentures

were fully settled on 16 July 2009.

Zigp ot A R#64,100,0007( — 2 F )\ ¢
) BARE EE A AR 21,900,0007T
(ZE2EZN\F : E)NFRTEPFIREER
(fftzE25) °

B

RZZEZNFLA+TIHAE ' ARAIBITREE
A AR #370,000,0007T M &% » HAR & —
FoZBEHFERER FTHNE6.8% BB

RIBTEIT - ZEFNEAEEREAARE
B YER—FFAFEATRNAZEE

=E
/B °
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28. OTHER PAYABLES AND ACCRUALS 28. HttENRRAREH

Group Company
£8 N
2009 2008 2009 2008
—ETAGFE —TTNF ZBEAF —ZTT)N\F
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETT |[ARETRT ARETT
(Restated) (Restated)
(EFRE) (EFRE)
Accrued salaries, EEHE - TEREF
wages and benefits 19,972 25,605 15,395 21,088
Deposits from suppliers and /&R A AR
lessees 31,222 32,121 28,852 30,331
Advances from customers AW E FERR 288,258 271,316 271,758 254,487
Interest expense payable FESF B & 17,867 28,776 1,370 11,733
Rental expense payable EHEER 6,378 39,345 5,270 33,258
Accrued operating expenses  fEit=iEE A 1,169 4,873 1,169 4,919
Construction fee payables e TIZE 105,511 24,402 88,692 18,382
Dividends payable to JEfS DB IR A R
minority equity holders BBEAZKRE 49,932 42,666 = -
Others Hitb 24,321 24,660 11,037 17,093
Total other payables H iR R R
and accruals JElR B A% 544,630 493,764 423,543 391,291

Other payables are non-interest-bearing and are payable within

one year.

140 BEWNING JINGKELONG COMPANY LIMITED ~ ANNUAL REPORT 2009

fit o

Hi BRI ENE - YRR —FAX



NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZFEZEAF+—A=+—H

29. INTEREST-BEARING BANK AND OTHER BORROWINGS 29. M2 TER R EMER

Group
&5
2009 2008
—ETNEF —EENF
Maturity RMB’000 Maturity RMB’000
A AR%Tx BHE  AR®TT
Current ZRHAEB
Bank loans - secured RITER—FEA 2010 568,470 2009 459,138
Bank loans — unsecured fﬁﬁ'g?ﬂ—ﬂﬂﬁﬁi 2010 560,000 2009 205,000
Other borrowings — unsecured £ & 7k — 2010 397,510 2009 300,000
Current portion of long term  RHIRITE K
bank loans — secured AERES D — HIEA 2010 50,000 2009 44,375
1,575,980 1,008,513
Non-current IR I D
Bank loans — secured IRITE R — B 2011 6,000 2010 — 2011 56,000
1,581,980 1,064,513
Company
AT
2009 2008
—EEAEF —ET)NF
Maturity RMB’000 Maturity RMB’000
3HE AR¥Tx FfE ARETT
Current ZHAE
Bank loans — secured IRITE R — A 2010 456,000 2009 400,000
Bank loans — unsecured IRITE R — EIEA 2010 350,000
Current portion of long term  RHIRITE R
bank loans — secured REAER > — B AR 2010 50,000 2009 44,375
856,000 444 375
Non-current JEAREER
Bank loans - secured IRITER —HIEH 2011 6,000 2010 — 2011 56,000
862,000 500,375
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29. INTEREST-BEARING BANK AND OTHER BORROWINGS 29. KiER{ITERREMER (&)
(Continued)
Group Company
£8 NG
2009 2008 2009 2008
—EBEINE —TIENF ZBFAE TIT)NF
RMB’000 RMB’000 RMB’000 RMB’000
ARETR AR®ETT |ARETRE ARKETET
Analysed into: VARV
Bank loans repayable: JEEEBIRITER
Within one year or —F RN ER
on demand ZREER 1,178,470 708,513 856,000 444,375
In the second year F_F 6,000 50,000 6,000 50,000
In the third to fifth year, F=FRF
inclusive (BiEEEREME) - 6,000 - 6,000
1,184,470 764,513 862,000 500,375
Other borrowings repayable:  E{EEHE M E R
Within one year —FR 397,510 300,000 - -
1,581,980 1,064,513 862,000 500,375
(@) Bank loans (@) MITER
All of the Group’s and the Company’s bank loans, which are FIAERSERARRRITEFEIUAR

denominated in RMB, bear interest at fixed rates ranging from
4.9% to 7.5% (2008: 4.9% to 7.5%) per annum.

(i

Secured bank loans

As at 31 December 2009, the secured bank loans of the
Group and the Company amounting to RMB612 million
and RMB512 million, respectively which were secured
by certain of the Group’s and the Company’s buildings,
investment properties and lease prepayments for land use
right with aggregate net book values of approximately
RMB649.8 million (note 14), RMB6.3 million (note 15), and
RMB83.1 million (note 16), respectively. In addition, the
secured bank loans of the Group amounting to RMB12.5
million were secured by certain of the Group’s pledged

time deposits amounting to RMB3.7 million (note 25).
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29. INTEREST-BEARING BANK AND OTHER BORROWINGS
(Continued)

(@) Bank loans (Continued)

(i)

(i)

Secured bank loans (Continued)

As at 31 December 2008, the secured bank loans of
the Group and the Company amounting to RMB500.4
million were secured by certain of the Group’s and the
Company’s buildings, investment properties and lease
prepayments for land use right with aggregate net book
values of approximately RMB502.8 million (note 14),
RMB6.7 million (note 15), and RMB69.3 million (note
16), respectively. In addition, the secured bank loans of
the Group amounting to RMB59.1 million were secured by
certain of the Group’s pledged time deposits amounting
to RMB17.7 million (note 25).

Unsecured bank loans

Except for the bank loans of the Group amounting to RMB
210 million (2008: RMB185 million) were guaranteed by
the Company, the Group’s and the Company’s bank loans
amounting to RMB350 million were unsecured as at 31
December 2009. The entrusted loans from a third party
as at 31 December 2008 amounting to RMB20 million,
had been fully settled during the year.

ol

. ESRITER

R E A fE K ()

(a) SRITER#E)

()

(i)

ERHFRITEN (&)
RZBENE+=—A=+—H &
EEFAR B NEEFRITERE
= A R #500,400,0007T © HAE
ERARRNIET  REWER

T MEAERMREREMR
iR BEEFEREDHH/AR

#502,800,0007C( i sE14) « AR
#6,700,0007T (i 5E15) F1 A R &
69,300,0007T ( fff £16) ° 5 4 -
REEFEBETERBTAR
#59,100,0007T 74~ 55 B A R ¥
17,700,0007C 7 & 1 7E HA1F SR HE (R
(Mi3E25) °

R FFRITE
RZZEZENF+_A=1+—H &
SEMNEERRITERBTARE
210,000,0007c( Z BT )\ F : A
R #185,000,0007T ) © AN A A
BR o Rt 2o - REEFALQE
# §+/\Eﬁ5350 000,0007T AJ ER 17

FTEER - R_ZTTN\E+=A
:+fE|%va+}\EE§€<20,ooo,00075
WE=FZRERERFREERE
;ﬁ °
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29. INTEREST-BEARING BANK AND OTHER BORROWINGS . MERTERRAEMERE)

(Continued)

(b) Other borrowings (b) HAfER
As at 31 December 2009, the unsecured other borrowings RZBZNF+ZA=+—0  A&H
of the Group were borrowings from Jiangxi International Trust R EM B R E R B E =LA
& Investment Company Limited, an independent third party, BEEREERA R RER/ARE
amounting to an aggregate of RMB397.5 million, bearing 897,500,0007T * AAR R AR - EE
interest at a fixed rate of 5.3% per annum. They were FI*E5.3% °

guaranteed by the Company.

As at 31 December 2008, the unsecured other borrowing of RZZEZENFF+ZA=+—H8  ~&H

the Group was a borrowing from New Time Trust & Investment EEREMEREE B E =R

Company Limited, an independent third party, amounting to ERMEEERA R BEAARK

RMB300 million which was guaranteed by the Company. The 800,000,0007T * AR A EIER » HE

other borrowing was fully settled during the year. RERZEEES -

All of the Group’s other borrowings as at 31 December 2009 RZZEZTNF+_A=+—H8 ' FiE4
EREMERGAARBEZ - WA

are denominated in RMB and bear interest at a fixed rate of &

5.3% (2008: 7.3%) per annum. The carrying amounts of the 58% (ZZEZTNF : 7.3%) B [E 7 F F

Group’s other borrowings approximate to their fair values. R E o AEBEHAERAREERR
DAREHEE °
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30. DEFERRED INCOME

Deferred income of the Group and the Company as at 31 December

2009 represented deferred government grants and deferred income

arising from the loyalty points programme.

30.

IEFE WA

R_ZEZAE+ A=+ —HAEERAR
F)IE FE U $5 1 FE BT 4 B K2 R B FE D EE
FTEIRIREW A ©

Group and Company

EERAT

2009 2008

—ZEEAEF —ZET)N\F

Note RMB’000 RMB’000

BsE AR¥TT AREFT

(Restated)

(BEFRE)

Carrying amount as at 1 January R—RA—BEREE 7,214 5,521
Additions 0 (b) 643 4,015
Released to the income statement BEESIERR (4,282) (2,322)
Carrying amount as at 31 December W+ —=A=+—HEKEHEE 3,575 7,214
Current portion NEREB (910) (4,282)
Non-current portion FEARERE 2,665 2,932

Notes: Pt

(@) In 2005, the Beijing Municipal Commission of Development and Reform (@ R-IZETRF AEAmEENREZESH

and Beijing Municipal Chaoyang District Finance Bureau granted
RMB3 million and RMB1 million, respectively, to the Company for
the construction of a fresh produce logistics centre and a logistics
system. The construction had been completed as at 31 December
2005. Therefore, the amounts were recorded in government grants
and are amortised at RMB 267,000 each year over the useful lives of

the corresponding assets beginning from 1 January 2006.

The Group maintain a loyalty points programme within its retail segment
which allows customers to accumulate points when purchasing goods
in the Group’s retail outlets. The points can be redeemed for discounts,
subject to a minimum number of points to be obtained in the future. The
amount allocated to the loyalty award credits is recorded in deferred
income until the awards are redeemed in the next year or the liability
is otherwise extinguished in March 2010. As a result, the prior year’s

financial information has been restated (note 2.2(c)).

EEMEERMBBEARRRDBBERAR
#£3,000,0007T & A R #1,000,0007T 9 i Bf)
SRAREREHRMERRORYAR L
ZETIREN-_ZZRE+-_A=1t—A0%
BK o FUt - ZHRIEBRFABRNHBE RE =
TTRF—A—BRRIAEEEREHEBR
GF#HARE267,0007T °

AEFEHTEHHRE-—BETLANED
HEHE - ATERCASETEEAHEE
EmERES  ZED ERREI SRR
FERER] F{ER AT H] o FAERE B 8l SR B O
HESRETRA  BEEZRBET—FE
WHBSZETR-_T—TF=F5#H 2
Al 4F 2 /0 B 75 8 BB UL B 4 28 3 m L (P R
2.2(c)) °
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31. DEFERRED TAX LIABILITIES

The movements in deferred tax liabilities during the year are as

31. EEBIHEER

REENRLEHR BB ENZBBERLT

follows:
Group Company
£H A F]
2009 2008 2009 2008
—EENE —TTN\F ZBBhE —TT)\F
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRE ARBTT ARBTRE ARETT
At 1 January R—A—A 11,601 12,333 11,601 12,333
Deferred tax credited FENFTAB@EK
to the income statement HYIRIERIE -
during the year:
Changes in fair value of an A E R AR E
available-for-sale investment NREEEE 986 - - -
Capitalised interest expenses into 7E#E T2
construction in progress B REF B (648) (464) (648) (464)
Gain on exchange of a building  EE&#Ukzs (268) (268) (268) (268)
70 (732) (916) (732)
11,671 11,601 10,685 11,601
At 31 December Wn+=—A=+—H
Provision in respect of: B AR
Temporary difference arising A HERAEE
from changes in fair value of NAEEZ(L
an available-for-sale investment  SIBHERHE=E 986 = = =
Temporary difference arising from & 2L K| 5532
capitalised interest expenses FFAERTIIR
into construction in progress ST ER 5,150 5,798 5,150 5,798
Temporary difference arising EREREE
from gain on exchange of SIBMERER
a building 5,535 5,803 5,535 5,803
11,671 11,601 10,685 11,601
32. ISSUED CAPITAL 32. BETERA
Group and Company
SEEATE
2009 2008
—EENF ZET)\F
RMB’000 RMB’000
ARET R ARET T
Issued and fully paid: BEITRHR :
230,060,000 Domestic 230,060,000 &I EE
Shares of RMB1.00 each ARHE1.00TH A E IR 230,060 230,060
182,160,000 H shares of 182,160,0000% &% E{E
RMB1.00 each AR¥1.007THIHAL 182,160 182,160
412,220 412,220
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33. RESERVES

(a)

(b)

Group

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 66 of

the financial statements.

33. f#fE

(@) &H

FE o5 B

“4

NEBNFEERERNFEFBEFED
B HR A SRR ECEA
PrE=ZERF -

Company (b) AT
Share Statutory
premium Capital surplus Retained
account reserve reserve profits Total
A - EEER RE
RER i N pabil| g
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFIL ARBFTL ARBTTL ARBETT ARBFT
(note (i) (note (i)
(PzE() (P=E())
As at 1 January 2008 “ZT\&—A—H 605,171 5,121 34,427 44,353 689,072
Total comprehensive income ET W%EW“Z@%E
for the year = - — 199,156 199,156
Appropriation to reserves BRRE - - 21,483 (21,483) -
Proposed final 2008 dividend BR-—ZZ\ERERE - - - (86,566) (86,566)
As at 31 December 2008 RZEENE
and 1 January 2009 +7H_+ AR
“ZEENE—F—H 605171 5,121 55,910 135,460 801,662
Total comprehensive income FENZARREE
for the year - - - 164,692 164,692
Transfer from retained profits REY ‘ﬂi;)\ - - 16,469 (16,469) =
Proposed final 2009 dividend ﬁ/ﬁ TRERPRE = = - (74,200) (74,200)
As at 31 December 2009 RZETNE
+-A=+—H 605,171 5,121 72,379 209,483 892,154
Notes: ek -

(i

In accordance with PRC Company Law and the respective
companies’ articles of association, the Company and its
subsidiaries are required to appropriate 10% of the annual
statutory profits after tax (after offsetting any prior years’ losses),
determined in accordance with PRC accounting standards and
regulations, to the statutory surplus reserve. When the balance of
each entity’s reserve fund reaches 50% of its registered capital,
any further appropriation is optional. The statutory surplus reserve
can be utilised to offset prior years’ losses or to increase capital.
However, the balance of the statutory surplus reserve must be
maintained at a minimum of 25% of the registered capital after
such uses.

As at 31 December 2009, the Company had retained profits of
approximately RMB209.5 million (2008: RMB135.5 million) after
the appropriation of the proposed final dividend.

(i

EREPERRERAERARERRE
ARBEEMBAREERETEIR
FEHERIN BORTE SFIROBIR TR
(R EFEER) 0% NEE R
BOED - BEAEBRRAESRASH
QA & AR E50 % B - AT AR 1
ERBRER  XERBAES A AR
BREEFREESIENER - B)XE AR
A AR LA AEER B FARED
BAINEMEAN25% -

RZZFZENF+=A=+—H8 ' ' &2
R AT BRI R B AR SR IR EE i 7 %’J/\E
#209,500,0007C( =TT /)\F : AREE
135,500,0007T) °
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34. CONTINGENT LIABILITIES 34. RAREE
As at the end of the reporting period, contingent liabilities not NG ARG RE - EMBRERPRERE
provided in the financial statements were as follows: B ABENAT :
Group Company
£H AT
2009 2008 2009 2008
—EEAF ZTTN\F ZBEAF ZTT)/F
RMB’000 RMB'OOQ RMB’000 RMB'OOQ
ARBTRE AR®ETT ARBTRE ARETT
Guarantees given to banks R THEAR
in connection REREE R
with facilities granted MITIRMER
to subsidiaries - - 260,000 210,000
Guarantees given to other financial % F KB A &
institutions in connection with REREE [
facilities granted to subsidiaries A E i & B #E
heftER - - 397,510 300,000
- - 657,510 510,000
As at 31 December 2009, the facilities granted to subsidiaries RZZEFEAF+_A=+—H AR
subject to guarantees given to banks and other financial institutions MBPTRECSRBBREREERMEZ T MT
by the Company were utilised to the extent of approximately BRAANBMERBE RS EFERHOAR
RMB210,000,000 (2008: RMB185,000,000) and RMB397,510,000 #210,000,000c( —ZEZE N F: AR
(2008: RMB300,000,000) respectively. 185,000,0007T ) X A K #397,510,0007t( =
ZZ)\F : AR¥300,000,0007T) °
35. PLEDGE OF ASSETS 35. EEKHF

Details of the Group’s and the Company’s assets for securing bank

loans and bills payable are included in notes 14, 15, 16, 25, 26 and

29 to the financial statements.
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36. OPERATING LEASE ARRANGEMENTS

(a)

(b)

As lessor

The Group and the Company lease their properties under
operating lease arrangements, with leases negotiated for terms
ranging from 1 to 20 years. The terms of the leases generally

also require the tenants to pay security deposits.

As at 31 December 2009, the Group and the Company had

total future minimum lease receivables under non-cancellable

. RERNNTH

(a)

EREBEA
AEERARRRBEEHEERPAEN
ETREYE  AER—FI_+5K
FHIHER - HERR—RERABEAX
NRES -

R-FEAF+-A=+—R A%E
RAA RIS S IRIEH BT

operating leases with its tenants falling due as follows: X AR R SRR T -
Group Company
% AT
2009 2008 2009 2008
—SFAE  —TI)\F| —REhE —TI\F
RMB'000  RMB'000 | RMB000  RMB'000
ARETRT ARETT| AESTE AREBTT
Within one year —F AR 43,454 36,614 41,079 33,865
In the second to fifth years, F-_ZEFHF
inclusive (BREEEMT) 138,597 104,820 128,046 94,208
After five years AFLAE 121,910 99,112 96,257 70,635
303,961 240,546 265,382 198,708
As lessee (b) fEBEEA
The Group and the Company lease certain of their properties REBERARARBEEEELHEHRA
under operating lease arrangements. Leases for properties are ETYE  WERBENF_FE=F

negotiated for terms ranging from 2 to 20 years.

FHFRIRER -

As at 31 December 2009, the Group and the Company had RZZEZNF+-_A=+—H ~&E
total future minimum lease payments under non-cancellable R AR R B AR A S 4 8 R A0 R 2R &%
operating leases falling due as follows: EMEEFBEEOT -
Group Company
- AT
2009 2008 2009 2008
—TEAFE —TTN\F ZEBFAFE —TITN\F
RMB'000  RMB'000  RMB000  RMB'000
ARETR AR%®TT AR®TRE ARETET
Within one year —F AR 94,724 95,280 60,527 53,826
In the second to fifth years, HE-FFHF
inclusive (BIEERME) 499,652 414,291 340,591 258,508
After five years AFE 1,174,552 826,815 903,137 547,758
1,768,928 1,336,386 1,304,255 855,092
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36. OPERATING LEASE ARRANGEMENTS (Continued)

(b) As lessee (Continued)

36. BEHONRHEE)

A lease that is cancellable only upon the occurrence of some

remote contingency is a non-cancellable operating lease

as defined under HKFRSs. Pursuant to the relevant lease

agreements, the Group is entitled to terminate the underlying

lease agreements if the attributable outlets have incurred losses

in excess of a prescribed amount or such outlets will not be in

a position to continue their business because of losses.

37. COMMITMENTS

Capital commitments

(b)

EREBEA(E)
—IREAEER LR R/ TR
NEHET AR ZBOKEEMH

BEENMERN A RENE LR
% - RBEMEEE RS  EEHBLEE
BB — T BEER% E L R R
ERERER  AREAERIEEARE
HE = -

37. &iE

BEAREE
R EHEERE - REBRAAREZER

The Group and the Company had the following capital commitments,

principally for the construction and acquisition of property, plant and

EME  BELRENEREBENE A

equipment at the end of the reporting period: FT
Group Company
£H AT
2009 2008 2009 2008
—EEAE —TTNF ZBBEAE —TT)\F
RMB’000 RMB'OOQ RMB’000 RMB'OOQ
ARBTRE AR®ETT ARBTRT ARETT
Authorised, but not contracted for = #%# - {8 43,359 54,466 43,359 54,466
Contracted, but not provided for : 72,061 4,685 72,061 4,099
115,420 59,151 115,420 58,565

38. RELATED PARTY TRANSACTIONS

38. BEBALRZ

(@ In addition to the transactions detailed elsewhere in these

financial statements, the Group had the following material

(a)

B T MR E A BP0 1R B B ?&5‘1
Sh REBRFENE EEHALTE

transactions with related parties during the year: T TEKRBEERS
Group
% H
2009 2008
—BBAE  —TT)\F
Notes RMB’000 RMB’000
i AR¥T T ARBFT
Controlling shareholder:
Expenses on property leasing (i) 10,382 9,238
A subsidiary of the PRI E A
controlling shareholder:
Expenses on property leasing (i) 2,100 2,100
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38. RELATED PARTY TRANSACTIONS (Continued)

Notes:

Pursuant to three property lease agreements and supplementary
agreements signed between the Company and Chaoyang Auxiliary,
between Chaopi Trading and Chaoyang Auxiliary dated 30 April 2004
and between Xinyang Tongli and Chaoyang Auxiliary dated 1 July 2004,
and the supplementary agreements, with the commencement and
expiry dates on 1 January 2004 and 31 December 2023, respectively,
the Company, Chaopi Trading and Xinyang Tongli rent properties from
Chaoyang Aucxiliary for operation purposes at basic annual rentals,
including related business taxes and property taxes of approximately
RMB7,340,000, RMB1,099,000 and RMB 16,000, respectively, with a
term of increase of rentals including related business taxes at 5% or
20% for each aforesaid fixed rental period. Pursuant to a supplementary
agreement dated 24 March 2006 signed between the Company and
Chaoyang Auxiliary, the Company ceased the lease of one of the leased
properties from Chaoyang Auxiliary with effect from 1 January 2006.
The aggregate annual rental to be paid to Chaoyang Auxiliary by the
Company since 1 January 2006 was reduced from RMB7,340,000 to
RMB6,952,000.

On 4 April 2006, the Company and Chaoyang Auxiliary entered into
a lease agreement, pursuant to which the Company leased one more
property from Chaoyang Auxiliary for ten years commencing from 1
July 2006. The annual rental are RMB183,000 and RMB219,000 for

the first four years and the remaining six years, respectively.

Pursuant to a supplementary agreement dated 19 March 2007 signed
between the Company and Chaoyang Auxiliary, the Company ceased
the lease of two leased properties from Chaoyang Auxiliary with effect
from 1 January 2007, the aggregate annual rental to be paid to
Chaoyang Auxiliary by the Company since 1 January 2007 was reduced
from RMB6,952,000 to RMB6,530,000, with a term of increase of
rental for the aforesaid fixed rental period. The rental paid to Chaoyang
Auxiliary by the Company amounted to RMB6,802,000 for the year
ended 31 December 2009.

38. EBALRZ (&)
P& -
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BRAAMEELERE  EAFHEMX
(BIEABEERRDER)DAINABARE
7,340,0007T + A R #1,099,0007T K& A R &
16,0007 * ERBH RN F L EFEHS
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F=ZA-+WAFT W —REE R AD
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38. RELATED PARTY TRANSACTIONS (Continued)

Notes: (Continued)

(i

(i)

(Continued)

Pursuant to a supplementary agreement dated 28 August 2007 between
Chaopi Trading and Chaoyang Auxiliary, Chaopi Trading ceased the
leases of one property from Chaoyang Auxiliary with effect from 1 July
2007, the aggregate annual rental to be paid to Chaoyang Auxiliary by
Chaopi Trading since 1 July 2007 was reduced from RMB1,099,000 to
RMB945,300, with a term of increase of rental for the aforesaid fixed
rental period. The rental paid to Chaoyang Auxiliary by Chaopi Trading
amounted to RMB985,000 for the year ended 31 December 2009.

On 11 November 2007, the Company and Chaoyang Auxiliary entered
into a lease agreement with the commencement and expiry dates
on 1 April 2007 and 31 December 2023, respectively. The rental is
RMB900,000 for the first thirteen months and the remaining rental is
at a basic annual rental expense of approximately RMB1,896,000, with

a term of increase of rental for the aforesaid fixed rental period.

Pursuant to a supplementary agreement dated 6 March 2009 signed
between the Company and Chaoyang Auxiliary, the Company
was permitted to sub-lease one property to a third party with the
commencement and expiry dates on 1 January 2009 and 31 August
2018 respectively. The additional annual rental is RMB500,000, with

a term of increase of rental for the aforesaid fixed rental period.

Pursuant to a property lease agreement signed between the Company
and Beijing Tengyuan Xingye Automobile Service Company Limited
(“Tengyuan Xingye”), a subsidiary of Chaoyang Auxiliary, dated 2 July
2007, the Company leased properties from Tengyuan Xingye with the
commencement and expiry dates on 1 April 2007 and 31 March 2022,
respectively. The annual rental is approximately RMB2,100,000, with

a term of increase of rental for the aforesaid fixed rental period.

Pursuant to a deed of indemnity dated 1 March 2006 and a
supplementary agreement dated 10 August 2006, Chaoyang Auxiliary

has undertaken to indemnify the Company against the following:

152 BEWNING JINGKELONG COMPANY LIMITED ~ ANNUAL REPORT 2009

=l

38. BAMEALRE (&)

B o

(i)

(i)

(&)

(&

REALFEEAGIARAN _—TTLF
NAZ+N\BRFTfEGHZ - AREES
—ZREELA-HTBMEERES —HEMR
EW% - - AHEHEE _TTLF LA B
BXNEBGERMNEFEESHARE
1,099,000 4 & A R #5945,3007T * &%
A EEEREHREN -  NBE_TTNF+
RA=+—HILEAHE TG Rm
EViES 23 AR 15985,0007T

RZZZ+F+—A+—H AQRHEARB
@ﬁ&fﬁfﬁﬂf% CREBMEEA
—ETHFNA—ARZT=F1+
:HE+*H°M+E@HWE&%AEM
900,0007T * A THERERFHENHNARK
1,896,000 CAt & + BRI KA AL & TE
HEHRANESHEES

A5 o

NH

uH{:m

READREABRRAR-ZZNF
NEEZSNHARE  ATARAREE
NE—RA—BE=FT—/\FNA=+—AH
M —EnEEBRLE Eﬁoﬁmmimﬁ
A AR500,0007T + BERBIERN AT S E
EREHR ARG EEAR °

KEBERARRR_ZEZLF AR EIE R
ﬁﬂiﬁﬁmﬁﬁ@@ﬁqﬁémiﬁ(%
BRIRGH—RHERR)EENMEHRE R
& BREBAKINBES AT TLFHA
—BR=ZZ-=—fF=A=+—H0 - FALY
A AR2,100,0007T © B ARG ATl %
ExfAEPRENASAEAR o

REEHA-_TZRF=A—HOHERE
REBMA—ZTRFENATBHMHITHRE
HERIRMEARL AT ERAARRFE

BfE



NOTES TO FINANCIAL STATEMENTS 87 75 3% i &3

31 December 2009 —ZEZEAF+—A=+—H

38. RELATED PARTY TRANSACTIONS (Continued)

Notes: (Continued)

(i)

(b)

(Continued)

1.

any costs, expenses, losses and claims that the Company and
Chaopi Trading may suffer as a result of relocation or eviction
from certain premises rented from outside parties in the event
that any of the corresponding tenancy agreements is determined
to be void due to a lack of building ownership certificates or

proper property title deeds by the lessors;

any costs and penalties that the Group may suffer due to the non-
compliance with the relevant PRC Laws in respect of borrowings
from the employees, the fact that the relevant loan agreements
were not enforceable, and the fact that the Group may be
subject to a maximum penalty of 5% of the amount of the total

borrowings; and

any costs and penalties that the Group may suffer due to any
breach of the applicable PRC laws and regulations on the use of
the Jingkelong cards and the membership reward cards which
were issued by the Company as part of the Group’s marketing

strategy for its retail operations.

Compensation to key management personnel of the Group:

38. MBEALRE (&)

BifaE : (&)

@iy (&)
1.

b) AEERHETER

e EREINT HERE T ERNER
HEHAERLEARREEMAEEX
@%%%%%XF%&#UEEW YN

KR B A e AR B REZ M E T
AZEEFRA - FX TE?’E@Z?E ;

AEBERAREREENER - B
B NAOEITE R A KB AT R E LA
XAV IR % E {5 AR RS %M & 5K T H
&EE I8 ST R BA R T A BE A RO (E ]

AEERERARERRREERS
(FAXRESERATEEBNBEA TS
SR B AR A R BT ) B 12 R A1
FA R B2 A HR T A BE AR B AEfRT AR
RRER

EIEARZ RN -

2009 2008

—EEhF —ETN\F

RMB’000 RMB’000

AR¥T T AREBTFT

Short term employee benefits 52 HE B 187 13,735 13,639

Post-employment benefits RIRIEAEA 268 747
Total compensation paid to key MEEERABXMz

management personnel wN Az 14,003 14,386

Further details of the directors’ emoluments are included in

note 9 to the financial statements.

The related party transactions in respect of items (a)(i) and (a)(ii)

above also constitute continuing connected transactions as defined
in Chapter 14A of the Listing Rules.

EENMSFH TR BRERMES °

B4R LT RIS
(a)(ii) 18 & B S 52 St iB Ak a5 B

E14AEZERTE © il (a)i) &

FER S -
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 39. £RiEMEREEERBE

POLICIES

The Group’s principal financial instruments comprise bank loans,
other interest-bearing borrowings, debentures, and cash and short
term deposits. The main purpose of these financial instruments is
to raise finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables and

trade and bills payables, which arise directly from its operations.

It is, and has been, throughout the year under review, the Group’s

policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Group’s financial instruments are
interest rate risk, liquidity risk, credit risk and foreign currency risk.
The board of directors review and approve policies for managing

each of these risks and they are summarised below:

Interest rate risk

The Group’s income statement is affected by changes in interest
rates due to the impact of such changes on interest income and
expenses from bank balances, interest-bearing bank loans, other
interest-bearing borrowings and debentures. The Group’s policy
is to obtain the most favourable interest rates available. As at 31
December 2009, the Group did not have long term debt obligations
with floating interest rates. Accordingly, the Group has no significant

interest rate risk.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity tool. This tool considers the maturity of both its financial
instruments and financial assets (e.g., trade receivables) and

projected cash flows from operations.

The Group’s objective is to maintain a balance between continuity
of funding and flexibility through the use of the issuance of bank
loans and other interest-bearing borrowings. The Group’s financing
activities are managed centrally by maintaining an adequate level
of cash and cash equivalents to finance the Group’s operations.
The Group also ensures the availability of bank credit facilities to

address any short term funding requirements.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 39. ¢RiEREEEERKE(Z)
POLICIES (Continued)

Liquidity risk (Continued) RENRSR(E)
The maturity profile of the Group’s financial liabilities as at the end RBEHEERE  KIBEEEZE S RETH
of the reporting period, based on the contractual undiscounted MR AEESREENIHERAT

payments, is as follows:

Group £H
2009
“BEAE
Less than 3 to less than 1to2 Over
3 months 12 months years 2 years
On demand PR ZEAEF -z BB Total
EEX =87 BBT=fER mE mE @5t

RMB'O00  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000
ARBTL ARBTL ARETT ARETT ARETT ARETR

Interest-bearing bank M2 BITER
and other borrowings REMER
(including interest) (BfERIS) - 684,469 920,583 6,054 - 1,611,106
Trade and bills payables ENERREER 115,290 909,457 6,460 = - 1,031,207
Other payables H AR 121,770 13,105 32,101 - - 166,976
237,060 1,607,031 959,144 6,054 - 2,809,289
2008
“TTN\E
Less than 310 less than 1102 Over
3 months 12 months years 2 years
On demand PR ZEAET —FZ ko) Total
BEX =R BAT=fEA WE mE @it
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARBTT ARETT ARETE ARSTT ARETR
Interest-bearing bank BB RITER
and other borrowings REMER
(including interest) (BFEFE) 15,246 465,601 561,557 52,954 6,054 1,101,412
Debentures (including interest) &2 (B1EFIE) - - 395579 - - 395579
Trade and bills payables AR ES S 96,140 702,836 = = - 798976
Other payables Hit (I3 96,457 9,510 54,523 = = 160,490
207,843 1,177,947 1,011,659 52,954 6,054 2,456,457
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 39. £¢RiEMREEEERKE(Z)
POLICIES (Continued)

Liquidity risk (Continued) TED RS ()
Company AFE
2009
“EBhE
Less than 3 to less than 1to2 Over
3 months 12 months years 2 years
On demand PR =@AZEF —£7 jitc) Total
RER =f8R BB+=f8A [iik:3 [k @t

RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000
ARBTL ARBTL ARETT ARETT ARETT ARETR

Interest-bearing bank MR BITER
and other borrowings REMhER
(including interest) (BfEHIE) - 362,965 508,173 6,054 - 877,192
Trade and bills payables ERNERREE 108,250 419,317 - = = 527,567
Other payables Hit e % 96,501 7,314 28,852 - - 132,667
204,751 789,596 537,025 6,054 - 1,537,426
2008
“TT)N\E
Less than 3o less than 1t02 Over
3 months 12 months years 2 years
On demand PR ZEAET —FF k) Total
RER =fiR BBT+=fA ME ME s
RMB'’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETT ARETT ARETT ARETR
Interest-bearing bank rERITER
and other borrowings REMAER
(including interest) (BFEFE) - 118,579 343,147 52,954 6,054 520,734
Debentures (including interest) &% (£ 1EF5) - - 395,579 - - 395579
Trade and bils payables ERERREE 72,624 333,749 - - - 406,373
Other payables H i FER 5 43,067 7,284 48,713 - - 99,064
115,691 459,612 787,439 52,954 6,054 1,421,750
Credit risk = AR
Credit risk arises mainly from the risk of counterparties defaulting on ERRREERERFHHTERE RGERL
the terms of their agreements. The carrying amounts of the Group’s Rk AEBEMNRERFSZEY - 2 HEHT
cash and cash equivalents, pledged deposits, trade receivables, a TR~ FEURBRSR - o fib FE MR R AT 4t B ik
loan receivable, other receivables and available-for-sale investments ARERRTAEB SR EENR A RS
represent the Group’s maximum exposure to credit risk in relation ARk -

to financial assets.
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 39. ¢RiEREEEERKE(Z)

POLICIES (Continued)

Credit risk (Continued)

The Group monitors the exposure to credit risk on an ongoing basis
and credit evaluations are performed on customers requiring credit
over a certain amount. In addition, receivable balances are monitored
on an ongoing basis, and therefore, the Group’s exposure to bad
debts is not significant. The credit risk on balances of cash and
cash equivalents and pledged deposits is low as these balances

are placed with reputable financial institutions.

Further quantitative data in respect of the Group’s exposure to credit
risk arising from trade and other receivables are disclosed in notes

22 and 23 to the financial statements.

Foreign currency risk

The Group’s businesses are principally located in PRC and the
Group’s sales and purchases were mainly conducted in RMB.
As at the end of the reporting period, all the Group’s assets and
liabilities were denominated in RMB, except for cash and bank
balances of RMB117,000 (2008: RMB118,000) denominated in
foreign currencies. Accordingly, there would be no material impact
on the Group’s profit or loss and there would be no material impact

on the Group’s equity from changes in exchange rates.

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain healthy capital ratios in order to support its business

and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. No changes were made
in the objectives, policies or processes for managing capital during
the years ended 31 December 2009 and 2008.

EREREE)
AEEFEEREARR - X2 RESE
B-ERECRANEFPETERNMGE - 1L
oh - AEBFBEEIREERFUAKRE  E4A%
EEHENEREAR  BRRERREF
BYREBERERERDEFRREERFNE
B - MZEFERNERRRKE -

RN AR BR B 8 YRR R E A UK 1=
PR 80 % BB A R B R A B IS 3R B
2324 -

HPEE BB

REBEREBEZMRPREEN @ $HERK
BHETEFERAARKE - RRE RS RE
BREEARE117,000L(ZEENF : AR
#118,0007T ) K938 & K IR1TAE SR LASNIE ZI| (B
2O FMBASENEERBEHEHUAARE
FIME - E bt - FE RS Eh ¥ ALK B 7B sk A5 18
BEEAVE HASERROESATE -

&ErER
AEEEAEENEZABERREAEED
FEQEENRRFBENERNRUARGE
BERNMEREBEZAL

R B BB H R AR E AR R B AR R & A8
BEERRISIENECETAE  AREFR
AREEAREE  AEETERARRRRIKE
BRE ~ MREREE RN EITHR - HE
—ETNFRZZZNFTA=+—HI
FEARN BABE  BURREFEE @S
1t -
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39. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Capital management (Continued)

The Group monitors capital using a gearing ratio, which is net
debt divided by the total capital plus net debt. Net debt includes
interest-bearing bank and other borrowings, trade and bills payables,
debentures, other payables and accruals and long term payables,
less cash and cash equivalents. Capital includes equity attributable

to owners of the parent. The gearing ratios as at the ends of the

EXEEH)
AEEERABILRER

39. ERIAREERERBEKE)

ARMER - HiE

REAERNERAN LFEE - FRER
EHERTERREMER  BHERARRE
MBS RENRANERERREE

NRREREMREEEFE

Yo RABHEER

AR A ARG ES RREHRGERERE

reporting periods were as follows: b=
Group
£8
2009 2008
—EEhE —TTN\F
RMB’000 RMB’000
AR®T ARET T
(Restated)
(EFRE)
Interest-bearing bank and other Bt SR T B R M EL At A 3R
borrowings 1,581,980 1,064,513
Trade and bills payables JERBR R R AR 1,031,207 798,976
Debentures &% - 370,000
Other payables and accruals HEeENRKEIERER 544,630 493,764
Other long term payables Hits REBFER K 8,900 7,000
Less: Cash and cash equivalents BB MREEEY (413,811) (543,028)
Net debt FRE 2,752,906 2,191,225
Equity attributable to owners [SYNCSIEEY DN &N
of the parent 1,388,458 1,325,019
Capital and net debt IR RF B fE 4,141,364 3,516,244
Gearing ratio BfEH = 66% 62%
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40. EVENTS AFTER THE REPORTING PERIOD

41.

(a)

On 12 January 2010, the Company acquired a 20% equity
interest in Jingkelong Langfang from China Forture Land
Development Co., Ltd., the minority shareholder of Jingkelong
Langfang, at a consideration of RMB5,980,000. Jingkelong
Langfang was wholly owned by the Company then. Further
details of the transaction are set out in the announcement of

the Company dated 12 January 2010.

On 27 February 2010, the Company announced a proposal
to shareholders to approve the public offering of A shares on
the Shanghai Stock Exchange (the “A Share Issue”) at the
forthcoming extraordinary general meeting.

The proposed A Share Issue did not have significant impact
on the financial statements of the Group for the year ended
31 December 2009.

Further details of the A Share Issue are set out in the

announcement of the Company dated 27 February 2010.

Save as disclosed above, the Group did not have any significant

events subsequent to 31 December 2009.

APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue
by the board of directors on 19 March 2010.

40.

41.

BEMRSE

R-ZE—ZF A+ B ARAEANUARK
5,980,000t R ERBEE ZRE HERK
BRAR(REFE R E DR AR A
RERBH20%MER - REEBHEKR
ARBNEEFRAE - BRARZHE L5
BhHERARNARZE—TF—AT=-H#MH
HWAER -

RZE—ZFTF_A—_++H ' ARREMR
o FZEBREREBEEANKRERERN RS
EHOER BB RS FTA R B ITARR (AR 3

P

171) °
BRARBETHASEEZE-_STNF+=A
=+ BHUEFENRERRESATE -
BRARBITHNE ZHBERARF %
FZA-++HHATIEHAES -

B LR RS AERER-_TTAF T A
=t AREEFAEANRKREE-

PR AR AR

MBRREN_F-ZTF=-_A+IBLES
SHUEW IR T
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SUMMARY FINANCIAL INFORMATION Hf & #HE £

VAT 598 B AN R R 4F 2 i s B A SR E B 1 (8B
BEEZEAMESR  BE BERBRARE - K
AR LTI IR AARED D

A summary of the published results, assets, liabilities and equity of the
Group for the last five financial years, as extracted from the Company’s
annual reports, is set out below. This summary does not form part of
the audited financial statements.

2009 2008 2007 2006 2005
“—EENFE —TE)N\F —TTLF —FTERX —ETRHF
RMB’000 RMB'000 RMB'000  RMB'000  RMB'000
ARETRE ARETT ARBTT ARETT ARETFT
(Restated)
(BEFHRE)
Results ES
Revenue WA 6,691,036 6,683,791 5,640,599 4,530,975 4,121,748
Profit before tax B F5 A A 253,565 280,264 255,306 205,491 145,504
Income tax expense FEHMAX (65,049) (76,581) (86,434) (74,072) (47,158)
Profit for the year FEEA 188,516 203,683 168,872 131,419 98,346
Attributable to: BN
Owners of the parent NEFEA 147,783 156,758 124,593 99,577 75,098
Minority interests DY RS 40,733 46,925 44279 31,842 23,248
188,516 203,683 168,872 131,419 98,346
2009 2008 2007 2006 2005
—EENFE —TT)\F —TTLF —TTRF —_TTRF
RMB’000 RMB'000 RMB'000  RMB'000  RMB’'000
ARETRE ARETT ARBTT ARETRT ARETTT
Assets, Liabilities and Equity &E - 8&REKA
Non-current assets JEmENEE 1,838,827 1,687,913 1,463,681 1,123,480 889,749
Current assets mMENEE 2,930,017 2,626,281 2,211,520 1,994,434 1,252,434
Current liabilities mEaE (8,202,732) (2,748,045) (2,153,002) (1,741,124) (1,531,249)
Net current assets/(liabilites)  REVEE (BE)FHE  (272,715) (121,764) 58,518 253,310  (278,815)
Total assets less BEERRSEE
current liabilities 1,566,112 1,566,149 1,522,199 1,376,790 610,934
Non-current liabilities JEmEaE (29,236) (77,533)  (115,907) (302,145)  (178,230)
Net assets FEE 1,536,876 1,488,616 1,406,292 1,074,645 432,704
Represented by: FEAS -
Equity attributable to [SYNCIESFEUN
owners of the parent FE(RRR AR 1,388,458 1,325,019 1,242,995 984,973 358,784
Minority interests LHA RS 148,418 163,597 163,297 89,672 73,920
Total equity e A 458 1,536,876 1,488,616 1,406,292 1,074,645 432,704
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