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PO Box 309GT, Ugland House
South Church Street, George Town
Grand Cayman, Cayman Islands

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
2116 Hutchison House

10 Harcourt Road, Hong Kong

Telephone: (852) 2868 1839

Facsimile: (852) 2986 6388

Website: www.irasia.com/listco/hk/biodynamic/index.htm

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Butterfield Fulcrum Group (Cayman) Limited

Butterfield House, 68 Fort Street

PO Box 705, George Town

Grand Cayman, Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Tengis Limited

26th Floor, Tesbury Centre

28 Queen’s Road East, Wanchai, Hong Kong

LISTING INFORMATION/STOCK CODE
The Stock Exchange of Hong Kong Limited: 00039

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking Corporation Limited

China Merchants Bank Co., Ltd., Hong Kong branch and
Harbin branch

China Construction Bank Corporation, Shenzhen branch

Bank of Communications Co., Ltd., Guangzhou branch
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CHAIRMAN’S STATEMENT
EITRBES

Dear Shareholders,

2011 was a year of extreme uncertainties for the global
economy. After the financial tsunami in 2008, governments
moved to rescue their economies, especially the collapsing
financial sector, by adopting various different policies in an
attempt to avoid the repetition of the mistakes made by the
U.S. government in policy-making at the time of the Great
Depression of the American economy in the 1930s; China’s
policy was to increase direct investments in fixed assets and
to expand domestic consumption. The funding requirement
burden went to both the central and local governments. The
financing platforms of the local governments were also built.
However, this situation led to a rapid increase in the prices of
commodities and assets. The adverse effect of inflation was
that the assets and future income of all were redistributed
and the gap between the rich and the poor was widened;
inflation could further give rise to inflation expectation, which
accelerated the rise of asset prices, leading to the instability
of the society; and the policy of macro-economic control was
made and implemented for the main purpose of decreasing
money supply and controlling commodity prices and real
estate demand. As land is the resources under the control
of the local governments, the shrinkage of real estate sector
also affected the capacity of financing and debt-servicing
of the local governments. Exports also slowed down due
to the contraction of major international markets. China
economy keep the growth momentum must be rely on
speeding urbanisation, stimulating domestic consumption and
implementing agriculture modernisation.

In 2011, the Group has worked hard on restructuring of her
existing three business units, ethanol, wine and liquor and
animal feed. The business of ethanol is encountering more
difficulties, while the sales of wine and liquor is increasing and
the production of stalk feed is in scale and ready for next step.

The business of ethanol has encountered the rising costs
in corn, energy and human resources while the price of
ethanol is very fluctuating. The commencement of electricity
generation facility in Harbin production facility reduces part
of the production cost but the main issue remains the input
output value discrepancy. For avoidance of further loss, short-
term suspension of production has occurred in some periods
of time. For future development, the chance of corn price
fall seems low, as the aggregate demand has shown no
decreasing trend and the increase in supply has been restricted
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by the availability of farmlands. The Harbin production facility
has to change its production mode, mainly the change of
feedstock. Last year, the Company has entered a preliminary
agreement with an independent third party for cooperation in
using kenaf as feedstock. The change will enable us to avoid
the pricing of grains and the plantation of kenaf improves the
farmland. The plantation is capable to convert non-farmland
to farmland. That company has completed a satisfactory trial
in Heilongjiang. This project is expected to materialise in 2012.

Performance of wine and liquor is promising as the gross
margin is increasing and expected a further improvement
in 2012. Introduction of stalk feed to animal industry
has commenced with satisfactory response. We have
reached initial agreement with two animal farms for future
cooperation.

Thank all shareholders for your patience and support. The
direction of the Group’s business development is believed
to be correct and appropriate for the present situation and
policies in China. In the future, the management team will
work harder to complete the existing works to enable the
Company entering the path of healthy development.

LO Peter
Chairman

Hong Kong, 16 March 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEBNWE DT

OVERVIEW

For the year ended 31 December 2011, the Group’s revenue
was approximately HK$384.9 million, representing a decrease
of 12.4% over last year. Loss attributable to owners of the
parent was approximately HK$125.5 million, representing an
increase of 19.6% over last year. Loss per share for the year
was HK10.78 cents (2010: HK11.79 cents).

During the year, the Group’s wine and liquor business
recorded growth in revenue and profit. However, the Group’s
ethanol business recorded a substantial increase in loss. As a
result, the loss attributable to owners of the parent increased
as compared to last year.

SEGMENTAL INFORMATION

Ethanol business

The Group’s ethanol business is principally engaged in the
production and sale of ethanol products and ethanol by-
products in the PRC. Currently, Harbin China Distillery Co.,
Limited (“Harbin Distillery”), a 75% owned subsidiary of the
Group, manages and operates an ethanol production facility
located in Harbin, PRC. This ethanol production facility is
designed to have an annual production capacity of 60,000
tonnes.

During the year, the ethanol business recorded revenue of
approximately HK$226.5 million, down 29.6% over last year
and accounted for 58.8% (2010: 73.2%) of the total revenue.
The decrease in revenue was mainly due to the temporary
suspension of the Group’s ethanol production facility (i) for
around one month during April 2011 to May 2011 to start up
its own electric power generation facility so as to reduce the
future costs of electricity, and (ii) from July 2011 to September
2011 to reduce the cash outflow and operating loss caused
by elevated corn prices during this period. Sales volume of
ethanol products decreased by 40.8% to 26,778 tonnes
and average selling price of ethanol products increased by
16.2% to RMB5,522 per tonne. Gross loss was approximately
HK$13.2 million (2010: HK$5.1 million). The increase in gross
loss was mainly due to increase in corn price and depreciation.
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MANAGEMENT DISCUSSION AND ANALYSIS

The profitability of the Group’s ethanol production is highly
sensitive to ethanol and corn price. Due to the volatile
ethanol and corn price, the operating results of the Group's
ethanol business may fluctuate significantly. In view of
the recent adverse market conditions, the future growth
forecast of the Group’s ethanol business was reduced and
hence, an impairment of property, plant and equipment
of approximately HK$27.0 million and an impairment of
intangible assets of approximately HK$47.3 million were made
during the year.

In order to improve the profitability and competitiveness of
the Group's ethanol business, Harbin Distillery plans to form
a strategic alliance with a Shanghai high-tech enterprise to
produce cellulosic fuel ethanol from kenaf. Up to the date of
this report, a non-legally binding framework agreement has
been signed but no formal agreement has been entered into
in respect of the alliance. In the event that such alliance is
being concluded, a separate announcement will be made to
the public.

Wine and liquor business

The Group’s wine and liquor business is principally engaged in
sales and distribution of wine and liquor in the PRC. Currently,
the Group operates a retail and distribution network for
selling wine and liquor in Guangzhou, Harbin and Hunan
province of the PRC. As at 31 December 2011, the Group had
25 wine and liquor specialty stores and 20 franchise stores in
Guangzhou.

During the year, the wine and liquor business recorded
revenue of approximately HK$158.4 million, up 34.7% over
last year and accounted for 41.2% (2010: 26.8%) of the total
revenue. The increase in revenue was mainly attributable to
the contributions from Power Range Holdings Limited and its
subsidiaries (the “Power Range Group”) which were acquired
in September 2010 and the growth of the Group's retail and
distribution operation in Guangzhou. A subsidiary of the
Power Range Group is the exclusive distributor of Diancang
Jiugui, Xiaoxiangquan under 250ml and Meiming Wenshi
in China until May 2020. Gross profit was approximately
HK$37.1 million, representing an increase of 108.9% over last
year. Gross profit margin improved from 15.1% to 23.4%.
The increase was mainly due to enhancement of product mix
following the acquisition of Power Range Group.

EEENWR DN

AEBIBELAERBNANENZZLER
EARNERTE - AN ZERERNERAZ
TE AEBEZERGNZLEEETTEE AR
RE) o EPTEITOR A AEBY LEEK
RRFIERIBAR D - At FERANFEIEL L
27,000,000/8 TTEV ¥ 3 ~ B M A& R (B K2 47
47,300,0007& TTHV & FIZ & EERL A ©

RUEARBLEXGOBNENRBEFS
REERBR S E LB RN MAEES#
EMHIBENGRREERGRERBHBE B
AREBH TRZERNARNIVERBZEELE
=E - EBUERB A ZEANGHRE - AR5
RREVEBER  RTERAMBANAR

BEEK
AEENBEERTEZEANTRABEERDH
BE - BRI AEBRFPEEMN - BRE K
HELCEHEERENTERDEREG -RN2F
—&+-A=+—8 " A&EREMNEE25
FBEEE S M20FNEE -

FA - BEEBERSUAL158,400,000 7T
BEF EH347%  HBRAZ412% (ZF
—TF :26.8%) c WAENMEZHNKRE NE
ERBERAGIMEMNBAR([HEER]) (B
“E-TFNABKE) NERMURAEEE
MEERDHCEEBRIER - NEKE
B — M B A R 2 HEE R - 2502 A A T/
MENEZBHOPRBREHED  EE2-F
“EFRAARIL - EFNAA37,100,000/ 7T
B EFEMN08.9% - EFEBIS 1% EHAE
234% - MEZHRBE N REBRERA
S1FLAIESRFTEL -

Annual Report 201145 i



MANAGEMENT DISCUSSION AND ANALYSIS

MIEEH—J-HH& *ﬁ'

The Group will continue to improve the product mix and focus
on higher margin products to grow its business.

Animal feed business

The Group’s animal feed business will principally engage
in the production and sale of forages. The Group holds an
intellectual property which involves a technique and know-
how to produce high-protein forages from crop stalks.

Crop stalks are poor in nutritive value and low in digestibility.
The Group’s intellectual property involves a technique and
know-how to decompose lignin and cellulose by microbial
and enzymatic means so as to increase digestibility and
protein content of crop stalks. The crop stalks can be treated
with either potable water or liquid waste from the ethanol
production process. Crop stalks treated with ethanol liquid
waste has higher protein content than that with potable
water as ethanol liquid waste contains some proteins.

During the year, the Group has completed construction of a
100,000 tonne forage production facility within the Group's
ethanol production facility in Harbin. In addition, the Group
has conducted an evaluation of the sustainable collection,
storage and transportation of corn stalks left in the field
after harvesting. The insight from this evaluation has helped
the Group understand the volume potential and economics
of corn stalk as quality forage for livestock. As some of the
conventional agriculture equipment in China cannot be
used for the production of the Group’s forages due to size
limits, the Group has spent considerable time to modify
and customise the equipment. The Group has offered its
high-protein forages to certain farms in Heilongjiang province
for their feeding trial. Currently, the Group has reached
preliminary agreement with two farms in Heilongjiang
province on the framework for collaboration. A forage
production facility will be built within the farms so that the
products will be efficiently processed near the source of raw
materials (i.e. corn stalk). Up to the date of this report, no
formal agreement has been entered into in respect of the
collaboration. In the event that such collaboration is being
concluded, a separate announcement (if required) will be
made to the public.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

The Group's total revenue for the year was approximately
HK$384.9 million, representing a decrease of 12.4% over last
year. The decrease was mainly attributable to the decrease in
revenue of ethanol business.

Gross profit of the Group was approximately HK$23.9 million,
representing an increase of 88.5% over last year. Overall gross
profit margin increased from 2.9% to 6.2%. The increase was
mainly attributable to the growth of wine and liquor business.

Selling and distribution costs was approximately HK$30.5
million, representing an increase of 49.1% over last year and
7.9% (2010: 4.7%) of the Group's revenue. The increase
was mainly due to the increase in expenses following the
acquisition of Power Range Group in September 2010.

Administrative expenses was approximately HK$73.7 million,
representing an increase of 57.6% over last year. The increase
was due to (i) the increase in recognition of share option
expenses of approximately HK$6.2 million, (ii) the depreciation
provided during the temporary suspension of the Group’s
Harbin production facility of approximately HK$8.8 million,
and (iii) the increase in amortisation of intangible assets
of approximately HK$6.7 million and other administrative
expenses following the acquisition of the Power Range Group
and Keen Vitality Holdings Limited in September 2010.

Other expenses amounted to approximately HK$74.3 million,
representing an increase of 23.9% over last year. The other
expenses for the year represented an impairment of property,
plant and equipment of approximately HK$27.0 million and
an impairment of intangible assets of approximately HK$47.3
million in relation to the ethanol business.

Finance cost was approximately HK$5.5 million, representing
an increase of 5.9% over last year. The increase was due to
increase in interest rate.

Income tax credit was approximately HK$11.8 million,
representing an increase of 1162.0% over last year. The
increase was due to reversal of deferred tax liabilities in
respect of the impairment recognised for intangible assets.
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MANAGEMENT DISCUSSION AND ANALYSIS

MIEEH—J-HH& *ﬁ'

LIQUIDITY, FINANCIAL RESOURCES AND CAPITAL
STRUCTURE

During the year, the issued share capital of the Company
increased by 45,196,134 shares to 1,190,642,397 shares
due to (i) allotment and issuance of 30,000,000 shares
as additional consideration for the acquisition of Keen
Vitality Holdings Limited pursuant to the sale and purchase
agreement dated 4 August 2010, (ii) allotment and issuance
of 11,326,134 shares for settlement of certain payables for
two subsidiaries and (iii) the exercise of share options by
directors and employees. Apart from options to subscribe
for shares in the Company, there were no other capital
instruments in issue.

As at 31 December 2011, the Group had equity attributable
to owners of the parent of approximately HK$348.7 million
(2010: HK$439.2 million). Net current liabilities of the Group
as at 31 December 2011 amounted to approximately HK$85.8
million (2010: HK$36.1 million). The Group’s unpledged cash
and cash equivalents as at 31 December 2011 amounted
to approximately HK$16.5 million (2010: HK$38.1 million),
which were denominated in Hong Kong dollars and Renminbi.

As at 31 December 2011, the Group’s total borrowings
amounted to approximately HK$118.3 million (2010:
HK$113.3 million). The Group's borrowings included bank
loans of approximately HK$65.4 million (2010: HK$62.3
million), other borrowings of approximately HK$3.8 million
(2010: HK$3.5 million), amounts due to related parties of
approximately HK$18.1 million (2010: HK$15.8 million)
and an amount due to a non-controlling shareholder of a
subsidiary of approximately HK$31.0 million (2010: HK$31.7
million). All of the borrowings are denominated in Renminbi.
The bank loans bear interest rates ranging between 7.21%
and 7.37% (2010: 5.31% and 6.37%). Other borrowings
bear interest rate of 6.25% (2010: 6.37%). The amounts
due to related parties and a non-controlling shareholder of
a subsidiary are interest-free. The gearing ratio of the Group
as at 31 December 2011, calculated as net debt divided by
equity attributable to owners of the parent plus net debt, was
41.7% (2010: 25.4%).
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MANAGEMENT DISCUSSION AND ANALYSIS

The primary source of funds to finance the Group's operations
and capital expenditures is cash generated by operations.
Considered the Group’s current unpledged cash and cash
equivalents and bank and other borrowings, and the financial
support from a substantial shareholder, the management
believes that the Group's financial resources are sufficient for
its operations.

The Group did not use financial instruments for financial
hedging purposes during the year.

The Group's business transactions, assets and liabilities are
principally denominated in Renminbi and Hong Kong dollars.
Fluctuations in Renminbi may impact the Group’s results
and net asset value as the Company’s consolidated financial
statements are presented in Hong Kong dollars. The Group’s
treasury policy is to manage its foreign currency exposure only
when its potential financial impact is material to the Group.
The Group will continue to monitor its foreign exchange
position and, if necessary, utilise hedging tools, if available, to
manage its foreign currency exposure.

CHARGE ON ASSETS AND CONTINGENT LIABILITIES

As at 31 December 2011, certain of the Group's property,
plant and equipment, leasehold land and pledged deposits
with aggregate net book value of approximately HK$109.1
million (2010: HK$106.2 million) were pledged to banks to
secure the Group's bank loans and bills payable.

As at 31 December 2011, the Group had no material
contingent liabilities (2010: Nil).

EMPLOYEE AND REMUNERATION POLICY

As at 31 December 2011, the Group had approximately 523
(2010: 552) employees in Hong Kong and the PRC with total
staff costs amounted to approximately HK$41.0 million (2010:
HK$28.7 million). Remuneration of employees is offered at
competitive standards, generally structured with reference to
market terms and individual qualifications. The Company has
adopted a share option scheme and the purpose of which
is to provide incentives to participants for their contribution
to the Group, and to enable the Group to recruit and retain
quality employees to serve the Group on a long-term basis.
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CORPORATE GOVERNANCE REPORT
EXREBRRS

The Company has always recognised the importance of
shareholders’ transparency and accountability. It is the belief
of the board that shareholders can maximise their benefits
from good corporate governance.

The Company has complied with 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 "Listing Rules”)
throughout the year ended 31 December 2011.

BOARD OF DIRECTORS

The board of the Company is responsible for the leadership
and control of the Company and oversees the Group's
businesses, strategic decisions and performances. Daily
operations and execution are delegated to management. All
directors give sufficient time and attention to the Group’s
affairs. The board believes that the balance between executive
and non-executive directors is reasonable and adequate to
provide checks and balances that safeguard the interests of
shareholders and the Group.

At 31 December 2011, the board comprised six executive
directors, namely, Mr. Lo Peter, Mr. Han Dong, Mr. Sun David
Lee, Mr. Zhao Difei, Mr. Li Jian Quan and Mr. Fu Hui; one non-
executive director, namely, Mr. Yeung Ting-Lap Derek Emory;
and three independent non-executive directors, namely, Dr.
Loke Yu, Mr. Zuchowski Sam and Mr. Zhang Yonggen.

The non-executive director provides the Group with a wide
range of expertise and experience. His participation in board
meetings brings independent judgment on issues relating
to the Group’s strategy, performance, conflicts of interest
and management process, to ensure that the interests of all
shareholders are taken into account. The independent non-
executive directors ensure that the board accounts for the
interests of all shareholders and that all issues are considered
in an objective manner. The Company has received annual
confirmation of independence from the three independent
non-executive directors and as at the date of this report still
considers them to be independent.

The board members have no financial, business, family or
other material/relevant relationships with each other. Such
balanced board composition is formed to ensure strong
independence exists across the board and has around one-
third in number of its members comprising independent non-
executive directors.
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BOARD MEETINGS

For the year ended 31 December 2011, there were six
full board meetings held by the Company to discuss the
Group's development strategies, investment projects and
the operational and financial performance of the Group.

CORPORATE GOVERNANCE REPORT

Exeel

The attendance of the directors at the board meetings is as

follows:
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BE-T——45+-A=+—HILFE 52
EFARE  HRARE
BRA RABE RARESERYE
GoEFHREEFE

P
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Number of attendance

HERE

Executive directors HITEE
Mr. Lo Peter BRERE 6/6
Mr. Han Dong B OREHE

(appointed on 10 October 2011) (RZFE——FFHA+HEZE) 11
Mr. Sun David Lee TRINRE o 6/6
Mr. Zhao Difei =N Si e 4/6
Mr. Li Jian Quan TRERELE 6/6
Mr. Fu Hui ok E 4/6
Mr. Li Wentao IEEE

(resigned on 9 August 2011) (R=ZF——FNANHEHT) 02
Non-executive director FHHITEE
Mr. Yeung Ting-Lap Derek Emory BRI A 5/6
Independent non-executive directors BUHHTEE
Dr. Loke Yu la=y N 6/6
Mr. Zuchowski Sam Zuchowski Sam%t4E 5/6
Mr. Zhang Yonggen SRR A4

(appointed on 4 May 2011) (R=-F——F 7 APIHEZT) 4/4

Dr. Leung Kwan-Kwok
(retired on 4 May 2011)

The Company Secretary assists the Chairman in preparing the
agenda for meetings and ensures that all applicable rules and
regulations are followed. The Company Secretary also keeps
detailed minutes of each meeting, which are available to all @i RE @

directors. A draft of the minutes is circulated to all directors AT R T2

REBEL
(R=—F——FAaAMAARE)

= A ~A

for comment and approval as soon as practicable after the  #t & o

meetings.
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CORPORATE GOVERNANCE REPORT
EXREBRRS

All directors have access to relevant and timely information,
and they can ask for further information or retain independent
professional advisors if necessary. They also have unrestricted
access to the advice and service of the Company Secretary,
who is responsible for providing directors with board papers
and related materials and ensuring that board procedures are
followed.

Should a potential conflict of interest involving a substantial
shareholder or director arise, the matter is discussed in an
actual meeting, as opposed to being dealt with by written
resolution. Independent non-executive directors with no
conflict of interest are present at meetings dealing with
conflict issues. Board committees, including the Audit,
Remuneration and Nomination Committees, all follow the
applicable practices and procedures used in board meetings
for committee meetings.

CHAIRMAN AND MANAGING DIRECTOR

The positions of the Chairman and the Managing Director
are held by separate individuals so as to maintain an effective
segregation of duties. Mr. Lo Peter is the Chairman of the
Company and provides leadership to the board to ensure
that the board works effectively and all important issues are
discussed in a timely manner. Mr. Han Dong is the Managing
Director of the Company and is responsible for supervising
the implementation of the strategic plans of the Group’s wine
and liquor business.

DIRECTORS’ TERMS OF APPOINTMENTS AND RE-
ELECTION

In accordance with article 116 of the Company’s articles of
association, one-third of the directors, including the non-
executive directors, shall retire from office by rotation at
each annual general meeting. The non-executive director
and independent non-executive directors are appointed for a
period of three years.

Article 99 of the Company’s articles of association provides
that directors appointed either to fill a casual vacancy or as
an addition to the board shall hold office only until the next
following general meeting after their appointment, and shall
be subject to re-election by the shareholders.
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CORPORATE GOVERNANCE REPORT

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code on ethics and securities
transactions (the “Company’s Code"”), which incorporates a
code of conduct regarding directors’ securities transactions on
terms no less exacting than the required standard set out in
Model Code for Securities Transactions by Directors of Listed
Issuers of the Listing Rules. Specified employees who are likely
to be in possession of unpublished price-sensitive information
of the Company are also subject to the compliance with the
Company’s Code. Based on specific enquiry of the Company’s
directors, the directors have complied with the required
standard set out in the Company’s Code throughout the year.

On 9 August 2011, Mr. Li Wentao, the then executive
director and chief executive officer of the Company, informed
the Company with apology for his failure to comply with
the Company’s Code in respect of his purchase and sale
of 500,000 shares and 3,226,000 shares of the Company
respectively during the period from 19 April 2010 to 24
December 2010. The Company shall iterate and remind the
directors and senior management from time to time in respect
of the relevant procedures, rules and requirements in relation
to directors’ and senior management’s dealings in order to
ensure compliance with the Company’s Code.

DIRECTORS’ AND AUDITORS’ RESPONSIBILITIES FOR
ACCOUNTS

The board is responsible for presenting a clear, balanced
assessment of the Group's performance and prospects. It is
also responsible for preparing accounts that give a true and
fair view of the Group's financial position on a going-concern
basis and other price-sensitive announcements and financial
disclosures. Management provides the board with the relevant
information it needs to discharge these responsibilities.

The responsibilities of the auditors to the shareholders are set
out in the Independent Auditors’ Report on pages 37 to 39.
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CORPORATE GOVERNANCE REPORT
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REMUNERATION COMMITTEE

The Remuneration Committee was established on 15
September 2005 with written terms of reference in
compliance with the Code. It is responsible for formulating
and recommending remuneration policy to the board
and determining the remuneration of executive directors
and members of senior management. Meetings of the
Remuneration Committee shall be held at least once a year. At
31 December 2011, the Remuneration Committee comprised
one executive director, Mr. Lo Peter, and two independent
non-executive directors, Mr. Zuchowski Sam and Dr. Loke Yu.
Mr. Zuchowski Sam is the chairman of the committee. For the
year ended 31 December 2011, two meetings were held by
Remuneration Committee and all members had attended the
meetings.

NOMINATION COMMITTEE

The Nomination Committee was established on 15 September
2005 with written terms of reference in compliance with the
Code. It is responsible for making recommendations to the
board on nominations, appointment of directors and board
succession. The Nomination Committee selects candidates for
directorship with reference to the candidate’s professional
knowledge, industry experience, personal ethics and integrity,
and time commitments. During the selection process,
the Committee may consider referrals or engage external
recruitment professionals when necessary. Meetings of the
Nomination Committee are held as and when required. At 31
December 2011, the Nomination Committee comprised one
executive director, Mr. Lo Peter, and two independent non-
executive directors, Mr. Zuchowski Sam and Dr. Loke Yu. Mr.
Zuchowski Sam is the chairman of the committee. For the
year ended 31 December 2011, there were two meetings held
by the Nomination Committee and all members had attended
the meeting.

AUDIT COMMITTEE

The Company has had an Audit Committee since 2001.
The Audit Committee is responsible for reviewing the
Group's financial reporting, internal controls and making
recommendations to the board. At 31 December 2011, the
Audit Committee comprised three independent non-executive
directors, Dr. Loke Yu, Mr. Zuchowski Sam and Mr. Zhang
Yonggen. Dr. Loke Yu is the chairman of the committee.
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CORPORATE GOVERNANCE REPORT

For the year ended 31 December 2011, there were three
meetings held by the Audit Committee to (i) review with
external auditors the external audit findings, the accounting
principles and practices adopted by the Group, and Listing
Rules and statutory compliance; (ii) discuss auditing and
financial reporting matters for the annual report for 2010
and interim report for 2011 before recommending them to
the board for approval; and (iii) review the Group’s internal
control system. The attendance is as follows:
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Number of attendance

R

Dr. Loke Yu =27 L 3/3

Mr. Zuchowski Sam Zuchowski Sam%t 4 3/3
Mr. Zhang Yonggen SRR SEAE

(appointed on 4 May 2011) (R=ZF——F7HIHEZ(F) 2/2
Dr. Leung Kwan-Kwok REEEL

(retired on 4 May 2011) (R=—ZF——F 7 ANHRE) 11

AUDITORS’ REMUNERATION
During the year, the remuneration paid/payable to the
Company’s auditors including the followings:

Services rendered

o B B 25t A
RER - /A T A2 B BN &) AR 7% B
EBETIIERA:

Fee paid/payable

AR XS
HK$
BT

Audit services ZE PR 950,000

Non-audit services* IEAZ B AR A 200,000

Total st 1,150,000

* Such services included interim review. 3 ZERBBETHER -

INTERNAL CONTROL A 3P EL 3=

The board has overall responsibility for maintaining sound and
effective internal controls to safeguard the Group's assets and
shareholders’ interests. The board conducts regular reviews
of the Group’s internal control system. The board assesses
the effectiveness of internal controls by considering reviews
performed by the Audit Committee, executive management
and both internal and external auditors. The board believes
that the present internal control system is adequate and
effective.
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The internal audit department follows a risk-and-control
based approach. The department performs regular financial
and operational reviews of the Group and its subsidiaries, as
well as other reviews as required. Summaries of major audit
findings and control weaknesses, if any, are reviewed by the
Audit Committee. The internal audit department monitors
the follow-up actions agreed upon in response to the Audit
Committee’s recommendations.

COMMUNICATION WITH SHAREHOLDERS

The Group follows a policy of disclosing relevant information
to shareholders in a timely manner. Annual and interim reports
offer comprehensive operational and financial performance
information to shareholders and the annual general meeting
("AGM") provides a forum for shareholders to exchange
views directly with the board. The Company regards the AGM
as an important event and all directors, senior management
and external auditors make an effort to attend the AGM
of the Company to address shareholders’ queries. All the
shareholders of the Company are given a minimum of 20
clear business days’ notice of the date and venue of the AGM
of the Company. The Company supports the Code's principle
to encourage shareholders’ participation. The Company has
also complied with the requirements concerning voting by poll
under the Listing Rules. Details of the poll voting procedures
and the rights of shareholders to demand a poll are included
in circulars to shareholders despatched by the Company
where applicable.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

The directors and senior management of the Company as at
the date of this report are as follows:

DIRECTORS

Mr. LO Peter, aged 56, was appointed an executive
director and the chairman of the Company in May 2005.
He is responsible for the overall strategic development
of the Group. Mr. Lo is currently a director of China
Enterprise Capital Limited. He is also an executive director
and the chairman of China Outfitters Holdings Limited, an
independent non-executive director of Ajisen (China) Holdings
Limited and Uni-President China Holdings Ltd., companies
currently listed on the Main Board of the Stock Exchange. Mr.
Lo was the independent non-executive director of Lonking
Holdings Limited from February 2005 to May 2008. He was
the chief executive officer and executive director of Harbin
Brewery Group Limited, a company formerly listed on the
Main Board of the Stock Exchange, from 1998 to 2004.
He held senior management positions in the Hong Kong
offices of several international companies and has more
than 20 years' experience in doing business in the PRC. Mr.
Lo received a Bachelor of Science (Economics) Degree in
Mathematical Economics and Econometrics from the London
School of Economics and Political Science in 1982. He received
the “Directors of the Year 2004" award from The Hong Kong
Institute of Directors.

Mr. HAN Dong, aged 41, was appointed an executive
director and the managing director of the Company
in October 2011. He is responsible for supervising the
implementation of the strategic plans of the Group’s wine and
liquor business. He was the deputy general manager of Jiugui
Liquor Co., Ltd, a company currently listed on the Shenzhen
Stock Exchange, from April 2009 to March 2010. He has
over 10 years’ experience in China wine market. Mr. Han
graduated from the Chinese People’s Liberation Army Nanjing
Institute of Politics majoring in Economics and Management.
Mr. Han is a standing committee member of Sichuan Youth
Federation and Sichuan Federation of Industry and Commerce
and the executive chairman of Sichuan Provincial Shandong
Business Association.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

EERSREEERE

Mr. SUN David Lee, aged 46, was appointed an executive
director of the Company in May 2005. He has served as the
chief executive officer of the Company from May 2005 to
September 2007. Mr. Sun is currently responsible for the
international affairs of the Company. He is a director of CEC
Management Limited. He is also an executive director and
chairman of Asia Coal Limited and an executive director of
China Outfitters Holdings Limited, companies currently listed
on the Main Board of the Stock Exchange. Prior to helping
form CEC Management Limited, he was the Managing
Director and General Counsel of Pacific Alliance Group
Limited. Mr. Sun was the Director for Strategy and Business
Development Asia at InBev. Prior to his position at InBev,
he was a consultant in the Corporate Finance and Strategy
Practice of McKinsey & Company, Inc. in Hong Kong. Prior
to his position at McKinsey, Mr. Sun practised law as an
associate in the corporate group at Linklaters. Mr. Sun holds a
Juris Doctor from the University of lllinois College of Law and
a Bachelor of Art degree from Cornell University.

Mr. ZHAO Difei, aged 49, was appointed an executive
director of the Company in July 2007. He was the technology
controller of Harbin Brewery Group Limited, in charge of
the brewing technology department and quality control
department. He graduated from the Light Industrial Institute
of Dalian majoring in industrial fermentation and holds a
Master Degree in food engineering. Mr. Zhao has more than
20 years' experience in the brewing industry.

Mr. LI Jian Quan, aged 53, was appointed an executive
director of the Company in July 2007. He has over 10 years’
experience in human resources management and has devoted
to scientific research since 1994. Mr. Li graduated from the
University of International Business and Economics in Beijing,
majoring in International Business.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Mr. FU Hui, aged 49, was appointed an executive director
of the Company in September 2010. He is currently the chief
operating officer of the Company responsible for monitoring
the daily operations of the Group. Mr. Fu was appointed a
director of the Company in July 2006 and resigned in July
2007. He was a director and the chief operation officer of
Harbin Brewery Group Limited. Mr. Fu joined Harbin Brewery
Factory in 1983. He graduated from the Light Industrial
Institute of Dalian in 1983 majoring in industrial fermentation
and holds a Master Degree in Management Science and
Engineering from the Polytechnic University of Harbin in 1983.
He was appointed as the manager of the brewing technology,
research and development department of Harbin Brewery
Factory in 1993 and as the deputy general manager of Harbin
Brewery Company Limited in 1996. Mr. Fu was a brewing
engineer of Harbin Brewery Group Limited and a senior
fermentation engineer with more than 20 years’ experience in
the brewery industry gained from working for Harbin Brewery
Factory and Harbin Brewery Group Limited.

Mr. YEUNG Ting-Lap Derek Emory, aged 39, was
appointed a non-executive director of the Company in May
2005. He is the chief executive officer and co-founder of
she.com international holdings limited (“she.com”). Mr.
Yeung is also a non-executive director of Asia Coal Limited
and an independent non-executive director of Dynasty Fine
Wines Group Limited, both are companies listed on the Main
Board of the Stock Exchange. Prior to founding she.com,
Mr. Yeung was an associate with Telecom Venture Group
Limited and a consultant with Arthur Andersen & Company
both in Boston and Hong Kong. Mr. Yeung holds a Bachelor
Degree in Applied Mathematics and Economics from Brown
University and a Master Degree in Business Administration and
Accounting from Northeastern University, both in the United
States of America. Mr. Yeung is a certified public accountant
and a member of the American Institute of Certified Public
Accountants. Mr. Yeung is also a deputy general secretary of
the Hong Kong United Youth Association and member of the
town planning appeal board panel and the municipal services
appeals board.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
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Dr. LOKE Yu alias LOKE Hoi Lam, aged 62, was appointed
an independent non-executive director of the Company
in June 2005. Dr. Loke has over 36 years of experience in
accounting and auditing for private and public companies,
financial consultancy and corporate management. He holds
a Master of Business Administration degree from Universiti
Teknologi Malaysia and a Doctor of Business Administration
degree from University of South Australia. He is a Fellow of
The Institute of Chartered Accountants in England and Wales,
Hong Kong Institute of Certified Public Accountants and The
Hong Kong Institute of Directors. He is also an Associate
member of The Hong Kong Institute of Chartered Secretaries.
He is currently the company secretary of Minth Group Limited
and serves as an independent non-executive director of
Vodone Limited, Matrix Holdings Limited, China Fire Safety
Enterprise Group Limited, Winfair Investment Company
Limited, SCUD Group Limited, Zhong An Real Estate Limited
and Chiho-Tiande Group Limited, companies currently listed
on the Main Board of the Stock Exchange.

Mr. ZUCHOWSKI Sam, aged 64, was appointed an
independent non-executive director of the Company in May
2005. He has considerable experience in investment banking
and other direct investments where he has held positions with
Merrill Lynch International, Inc., First Pacific U.S. Securities
(Aust.) Ltd and Capitalcorp Ltd. He was a director of a number
of companies listed on the Main Board of the Stock Exchange.
Mr. Zuchowski obtained a Bachelor Degree in Law from the
University of Melbourne, Australia.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Mr. ZHANG Yonggen, aged 50, was appointed an
independent non-executive director of the Company in
May 2011. He is currently a professor of animal nutrition
and feed science in China Northeast Agricultural University
and the academic leader of ruminant nutrition and feed
science. Mr. Zhang is concurrently a scientist in national dairy
products industry technology system, council member of
Dairy Association of China, standing council member of China
Institute of Animal Husbandry and Veterinary Cattle Chapter,
standing council member of Heilongjiang Animal Husbandry
and Veterinary Institute, member of editorial board of journals
of China Cattle Genetic Resources and Heilongjiang Animal
Husbandry and Veterinary Medicine, and the invited reviewers
for the journals of Animal Nutrition and Agricultural Sciences
in China. He has been long engaged in teaching of cattle
production and ruminant nutrition, researching and feed
resources development and utilisation. Mr. Zhang graduated
from Department of Animal Husbandry of China Northeast
Agricultural University, and also holds a master degree in
agriculture and a doctor degree in ruminant nutrition science
from the same university.

SENIOR MANAGEMENT

Mr. LI Wentao, aged 56, has served as an executive director
of the Company from May 2006 to August 2011 and the
chief executive officer from September 2007 to August
2011. He is currently director for several subsidiaries of the
Company in the PRC. Mr. Li joined the Group as a non-
executive director in September 2005. Prior to joining the
Group, Mr. Li was a director and the chairman of Harbin
Brewery Group Limited (“HB Group”). Mr. Li graduated from
the Light Industrial Institute of Tianjin majoring in machine
and facilities for light industry. Following his graduation in
1982, he joined Harbin Brewery Factory (“HBF”) in 1982, and
HB Group in 1995. He was appointed as the general manager
of Harbin Brewing Company Limited in 1996. He is a senior
engineer with more than 20 years’ experience in the brewery
industry gained from working for HBF and HB Group. He has
been awarded a series of awards including the National Light
Industrial Labourer Model, one of the Ten Most Outstanding
Young Persons in Heilongjiang Province, one of the Ten Best
Enterprise Operators in Harbin City and the National “First of
May"” Labour Medal. He was also one of the representatives
of the 11th Harbin City People’s Congress.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES
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Ms. CHAN So Fong, aged 38, is the chief financial officer
of the Company. She joined the Group in August 2005.
Ms. Chan has extensive experience in auditing and financial
management. She had worked in Ernst & Young. She is a
fellow member of The Association of Chartered Certified
Accountants and an associate member of the Hong Kong
Institute of Certified Public Accountants. Ms. Chan holds a
Bachelor Degree in Business Administration with major in
Professional Accountancy from The Chinese University of
Hong Kong.
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The directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2011.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding.
Details of the principal activities of the subsidiaries are set
out in note 18 to the financial statements. There were no
significant changes in the nature of the Group’s principal
activities during the year.

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2011 and
the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 40 to
130.

The directors do not recommend the payment of any dividend
in respect of the year.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities and
non-controlling interests of the Group for the last five financial
years, as extracted from the audited financial statements and
restated/reclassified as appropriate, is set out on pages 131
and 132. This summary does not form part of the audited
financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment
of the Group during the year are set out in note 14 to the
financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and
share options during the year are set out in notes 28 and 29
to the financial statements.

PRE-EMPTIVE RIGHTS

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

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 30 to the financial
statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

At 31 December 2011, the Company’s reserves available for
distribution amounted to approximately HK$276,242,000,
representing the share premium account of the Company of
approximately HK$712,926,000 less the accumulated losses
as at 31 December 2011 of approximately HK$436,684,000.
Under the Companies Law, Cap. 22 (as amended) of the
Cayman Islands, the share premium account of the Company
is distributable to the shareholders of the Company provided
that immediately following the date on which the dividend is
proposed to be distributed, the Company will be in a position
to pay off its debts as they fall due in the ordinary course of
business. The share premium account may also be distributed
in the form of fully paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest
customers accounted for less than 30% of the total sales for
the year. Purchases from the Group's five largest suppliers
accounted for 63.7% of the total purchases for the year
and purchases from the largest supplier included therein
amounted to 30.5%.

None of the directors of the Company or any of their
associates or any shareholders (which, to the best knowledge
of the directors, own more than 5% of the Company’s issued
share capital) had any beneficial interest in the Group'’s five
largest customers and suppliers.
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DIRECTORS
The directors of the Company during the year were:

Executive directors
Mr. Lo Peter

Mr. Han Dong

Mr. Sun David Lee
Mr. Zhao Difei

Mr. Li Jian Quan

Mr. Fu Hui

Mr. Li Wentao

(appointed on 10 October 2011)

(resigned on 9 Auqust 2011)

Non-executive director
Mr. Yeung Ting-Lap Derek Emory

Independent non-executive directors
Dr. Loke Yu

Mr. Zuchowski Sam
Mr. Zhang Yonggen
Dr. Leung Kwan-Kwok

(appointed on 4 May 2011)
(retired on 4 May 2011)

In accordance with article 116 of the Company’s articles
of association, Mr. Lo Peter and Mr. Zhao Difei will retire
by rotation and being eligible, will offer themselves for re-
election at the forthcoming annual general meeting. Mr. Li
Jian Quan will retire by rotation and will not offer himself
for re-election at the forthcoming annual general meeting.
The non-executive director and independent non-executive
directors are appointed for a period of three years.

In accordance with article 99 of the Company’s articles of
association, Mr. Han Dong and Mr. Zhang Yonggen will retire
and, being eligible, will offer themselves for re-election at the
forthcoming annual general meeting. Directors appointed
either to fill a casual vacancy or as an addition to the board
shall hold office only until the next following general meeting
after their appointment, and shall be subject to re-election by
the shareholders under article 99 of the Company’s articles of
association.

The Company has received annual confirmations of
independence from Dr. Loke Yu, Mr. Zuchowski Sam and
Mr. Zhang Yonggen, and as at the date of this report still
considers them to be independent.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES
Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 19 to
24 of the annual report.

DIRECTORS' SERVICE CONTRACTS

Mr. Han Dong has a service contract with the Company for a
term of three years which commenced on 10 October 2011
and is subject to termination by either party giving not less
than three months’ written notice. Apart from the foregoing,
no director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company
which is not determinable by the Company within one year
without payment of compensation, other than statutory
compensation.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’
duties, responsibilities and performance and the results of the
Group.

DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest, either directly or indirectly,
in any contract of significance to the business of the Group
to which the Company, its holding company, or any of its
subsidiaries or fellow subsidiaries was a party during the year.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

At 31 December 2011, the interests and short positions of
the directors in the share capital and underlying shares of the
Company or its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the
"SFO")), as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong
Kong Limited (the "Stock Exchange”) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers,
were as follows:

Long positions in ordinary shares of the Company:
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Number of shares held,

capacity and nature of interest Percentage of
%ﬁﬂﬁﬁﬁ E M %ﬁ&géﬁg the COmpany's
Directly issued share
beneficially capital
owned Through {5242 F)
Name of director BHiE spouse Total B TIRA
Exng BEnHs BB we ZATHK
Mr. Lo Peter BEEXE 4,820,000 - 4,820,000 0.40
Mr. Sun David Lee  fRI0RE o4 2,170,000 230,000 2,400,000 0.20
Mr. Zhao Difei HEGEREE 4,148,000 - 4,148,000 0.35
Mr. Li Jian Quan FEERLE 3,296,000 - 3,296,000 0.28
Mr. Yeung Ting-lap #5754

Derek Emory 100,000 - 100,000 0.01
14,534,000 230,000 14,764,000 1.24

Long positions in share options of the Company: RAEADATEREZHA
Number of

options directly
beneficially owned

Name of director BEEEREEZ
EEHS BREHE
Mr. Lo Peter BaE&LLE 5,340,000
Mr. Han Dong BORSAE 10,000,000
Mr. Sun David Lee el 1,680,000
Mr. Zhao Difei RS AE 500,000
Mr. Fu Hui &opELRE 6,500,000
Mr. Yeung Ting-Lap Derek Emory BRI 200,000
Dr. Loke Yu PG ARIE 150,000
Mr. Zuchowski Sam Zuchowski Sam?t 4 400,000
Mr. Zhang Yonggen ROKAR 5T A4 200,000

24,970,000

Annual Report 201145 i



REPORT OF THE DIRECTORS
EEEHE

Save as disclosed above, as at 31 December 2011, none of
the directors had registered an interest or short position in
the shares, underlying shares of the Company or any of its
associated corporations that was required to be recorded
pursuant to Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS IN SHARES AND UNDERLYING SHARES

At 31 December 2011, the following interests of 5% or more
of the issued share capital of the Company were recorded in
the register of interests required to be kept by the Company
pursuant to Section 336 of the SFO:
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Long positions: A
Percentage of
the Company’s
issued share
Number of capital
Capacity and ordinary A N
Name nature of interest shares held SRITRAZ
£i8 S kERMEE FEEBEREAR Btk
China Enterprise Capital Limited Interest of controlled 402,516,263 33.81
(Note) (FfizE) corporations
R EE R
Orientelite Investments Limited Beneficial owner 195,000,000 16.38
(Note) (Pf3E) EnBEAA 128,960,000 10.83
Interest of a controlled
corporation
ZEEHEEER
Jiang Jianjun Beneficial owner 132,456,000 11.12
JIEE BEoEA A
CEC Agricapital Group Limited Beneficial owner 128,960,000 10.83
EnEBE A
CEC F&B Limited (Note) (Ff&E) Interest of a controlled 78,556,263 6.60
corporation
PR A B R S
China Food and Beverage Beneficial owner 78,556,263 6.60
Group Limited E=EAA
Liang Kui Di Beneficial owner 64,700,000 5.43
REEp Em#EB A
Sun Lian Beneficial owner 61,248,000 5.14
TRk E=EAA
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Note:

China Enterprise Capital Limited owns 100% Orientelite Investments
Limited and 100% CEC F&B Limited. Orientelite Investments Limited
owns 100% of CEC Agricapital Group Limited and CEC F&B Limited
owns 88.6% of the issued share capital of China Food and Beverage
Group Limited. Accordingly, China Enterprise Capital Limited is taken
under the SFO to be interested in the shares in which Orientelite
Investments Limited, CEC Agricapital Group Limited and China Food
and Beverage Group Limited have an interest. Orientelite Investments
Limited is taken under the SFO to be interested in the shares which
CEC Agricapital Group Limited have an interest. CEC F&B Limited is
taken under the SFO to be interested in the shares in which China
Food and Beverage Group Limited has an interest.

Save as disclosed above, as at 31 December 2011, no person,
other than the directors of the Company, whose interests are
set out in the section “Directors’ interests and short positions
in shares and underlying shares” above, had registered an
interest or short position in the shares or underlying shares of
the Company that was required to be recorded pursuant to
Section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants for their contribution to, and continuing efforts
to promote the interests of, the Group. Further details of the
Scheme are disclosed in note 29 to the financial statements.
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REPORT OF THE DIRECTORS

ESE®E

The following table discloses movements in the Company’s

share options outstanding during the year:

TERBBFENRTENRRVBRAED -

Number of share options Price
BREXE of the
At1 At31 Date of Company's
Name or category January Granted Exercised December grant of shares at
of participant 2011 during during 2011 share options* Exercise period Exercise price grant date
SHE R---§ the year theyear W-ZB--F BRE of share options ~ of share options** RATRGRA
AR -f-B  FARE  ERfK tZAZt-B RAAE BRECESR  BREGGEE+ REEHZER
HKS B HKS BT
per share 4% per share 4%
Directors B3
Mr. Lo Peter 1,660,000 - (1,660,000 - 311008 31-10-08 - 30-10-11 0.288 0.28
RREiE 1,660,000 - - 1,660,000 3141008 31-10-09-30-10-12 0.288 0.8
840,000 - - 840,000 26-4-10 26-4-11-254-14 073 071
840,000 - - 840,000 26-4-10 26-4-12 - 25-4-15 073 071
1,000,000 = = 1,000,000 13910 13-9-11-12-9-14 083 083
1,000,000 - - 1,000,000 13910 13-9-12-12-9-15 083 083
7,000,000 - (1,660,000 5,340,000
Mr. Han Dong - 5,000,000 - 5,000,000 10-10-11 0-10-12-9-10-15 0.66 0.66
B Rik - 5000000 - 5000000 10-10-11 0-10-13-9-10-16 0.66 0.66
- 10,000,000 - 10,000,000
Mr. Sun David Lee 340,000 - (340,000) - 31-10-08 31-10-08 - 30-10-11 0.288 028
Finesk 1,660,000 - (660,000 1,000,000 31-10-08 31-10-09- 30-10-12 0.288 028
340,000 - - 340,000 26-4-10 26-4-11 - 25-4-14 0713 071
340,000 = = 340,000 26-4-10 26-4-12-254-15 073 071
2,680,000 - (1,000,000 1,680,000
Mr. Zhao Difei 250,000 - - 250,000 13:9-10 13-9-11-12:9-14 0.83 0.83
ibisipiid 250,000 - - 250000 13-9-10 13:9:12-12:9-15 083 083
500,000 = = 500,000
Mr. Fu Hui 2,250,000 - - 2,250,000 26-4-10 26-4-11-254-14 073 071
i ELE 2,250,000 = = 2,250,000 26-4-10 26-4-12-254-15 073 071
- 1,000,000 - 1,000,000 10-10-11 10-10-12-9-10-15 0.66 0.66
- 1,000,000 - 1,000,000 10-10-11 10-10-13-9-10-16 0.66 0.66
4,500,000 2,000,000 - 6,500,000
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REPORT OF THE DIRECTORS

ESEHRE
Number of share options Price
BREXE of the
At1 At31 Date of Company's
Name or category January Granted  Exercised December grant of shares at
of participant 2011 during during 2011 share options* Exercise period Exercise price grant date
285 R-8--§ the year theyear RZ-B--F BRE of share options  of share options** RATRAR
ERARA -f-B  FARE  ERfK tZA=t-B RHAE BRETEAR  BREGEE» RAUAHER
HKS #1 HKS #10
per share 2% per share £4%
Mr. Yeung Ting-Lap 50,000 - - 50,000 26-4-10 26-4-11-254-14 073 071
Derek Emory 50,000 - - 50,000 26-4-10 26-4-12 - 25-4-15 073 071
BRILE 50,000 = = 50,000 13910 139-11-12-9-14 083 083
50,000 - - 50,000 13910 13-9-12-12-9-15 083 083
200,000 - - 200,000
Dr. Loke Yu 50,000 - (50,000) - 26-4-10 26-4-11-254-14 073 071
EEnEL 50,000 = = 50,000 26-4-10 26-4-12 - 25-4-15 073 071
50,000 - - 50,000 13:9-10 13-9-11-12-9-14 083 083
50,000 = = 50,000 13910 13-9-12-12-9-15 083 083
200,000 = (50,000 150,000
Mr. Zuchowski Sam 100,000 = = 100,000 11-2-09 11-2-09-10-2-12 0.19 0.187
Zuchowski Sam3% £ 100,000 - - 100,000 11-2-09 11-2-10-10-2-13 0.19 0.187
50,000 - - 50,000 26-4-10 26-4-11-254-14 073 071
50,000 - - 50,000 26-4-10 26-4-12 - 25-4-15 0.73 071
50,000 - - 50,000 13910 13:9-11-12-9-14 083 083
50,000 - - 50,000 139-10 13:9-12-12-9-15 083 083
400,000 - - 400,000
Mr. Zhang Yonggen - 100,000 - 100,000 4511 4512 -3-5-15 1.152 1.15
RRtE - 100,000 - 100,000 4511 45-13-35-16 1.152 1.15
- 200,000 - 200,000
15,480,000 12,200,000  (2,710,000) 24,970,000
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REPORT OF THE DIRECTORS

EEEHRE
Number of share options Price
BREXE of the
At1 At31 Date of Company's
Name or category January Granted Exercised December grant of shares at
of participant 2011 during during 2011 share options* Exercise period Exercise price grant date
S8% R-8--§ the year theyear W-Z--F BRE of share options  of share options** KA ARHR
ERAR -A-B  FARE  ERfK tZAZt-B RAAE BREGEER  BRECEE- RupM<ER
HKS & HKS &
per share /% per share /%
Other employees***  E g S++
In aggregate 44%3 660,000 - (660,000) - 31-10-08 31-10-08 - 30-10-11 0.288 0.28
1,660,000 - - 1,660,000 311008  31-10-09-30-10-12 0.288 0.8
680,000 - - 680,000 26410 26411 - 25-4-14 073 071
680,000 - - 680,000 26-4-10 26-4-12 - 254-15 073 071
3,400,000 - (500,000 2,900,000 12-7-10 12-7-11-11-7-14 0.62 0.62
3,400,000 = = 3,400,000 12-7-10 12-7-12-11-7-15 062 0.62
5,500,000 - - 5,500,000 13910 13:9-11-12-9-14 083 083
5,500,000 - - 5,500,000 13-9-10 13-9-12-129-15 083 083
- 5,000,000 - 5,000,000 10-10-11 10-10-12-9-10-15 0.66 0.66
- 5,000,000 - 5,000,000 10-10-11 10-10-13-9-10-16 0.66 0.66
21,480,000 10,000,000  (1,160,000) 30,320,000
Consultants Ef
In aggreqate £ 4,750,000 - - 4,750,000 13-9-10 13-9-11-12-9-14 083 083
4,750,000 - - 4,750,000 13910 139-12-12:9-15 083 083
9,500,000 = = 9,500,000
46,460,000 22,200,000  (3,870,000) 64,790,000

Notes to the table of share options outstanding during the year:

* %

* % %

*k k)

The vesting period of the share options is from the date of
grant until the commencement of the exercise period.

The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

Mr. Li Wentao resigned as an executive director and the chief
executive officer of the Company on 9 August 2011, but
remains as director for several subsidiaries of the Company.
The share options granted to him were then regrouped under
“Other employees”.

The weighted average closing price of the Company’s shares
immediately before the exercise dates of the share options
was HK$0.92 per share.

BIO-DYNAMIC GROUP LIMITED £ ¥ B h EEMER A 7
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The directors have estimated the values of the share options
granted during the year, calculated using the binomial option
pricing model as at the date of grant of the options:

REPORT OF THE DIRECTORS
EEERE

EFCRR-_BAANEEERAGARNER
RbzBRENBRERL A2 EE:

Number of Theoretical
options granted value of
during the year share options

RERREZ BREZ

Grantee AEA BREZE EmER
HK$

BT

Mr. Han Dong BORA&E 10,000,000 4,510,000
Mr. Fu Hui OESLE 2,000,000 902,000
Mr. Zhang Yonggen SROKIR S A 200,000 155,000
Other employees HigE 10,000,000 4,510,000

The binomial option pricing model is a generally accepted
method of valuing options. The significant assumptions used
in the calculation of the values of the share options are set
out in note 29 to the financial statements. The measurement
dates used in the valuation calculations were the dates on
which the options were granted.

The values of share options calculated using the binomial
model are subject to certain fundamental limitations, due to
the subjective nature of and uncertainty relating to a number
of assumptions of the expected future performance input to
the model, and certain inherent limitations of the model itself.
The value of an option varies with different variables of certain
subjective assumptions. Any change to the variables used may
materially affect the estimation of the fair value of an option.

Save as disclosed above, at no time during the year were
rights to acquire benefits by means of the acquisition of
shares in or debentures of the Company granted to any of the
directors or their respective spouses or children under 18 years
of age, or were any such rights exercised by them; or was the
Company, its holding company, or any of its subsidiaries or
fellow subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.

22,200,000 10,077,000
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REPORT OF THE DIRECTORS
EEEHRE

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS
Ernst & Young retire and a resolution for their reappointment

as auditors of the Company will be proposed at the
forthcoming annual general meeting.

ON BEHALF OF THE BOARD

LO Peter
Chairman

Hong Kong, 16 March 2012
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INDEPENDENT AUDITORS’ REPORT

Ell ERNST & YOUNG
= Ik

To the shareholders of BIO-DYNAMIC GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of
BIO-DYNAMIC GROUP LIMITED (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 40
to 130, which comprise the consolidated and company
statements of financial position as at 31 December 2011,
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 information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these
consolidated 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.

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

R R Gl S

Ernst & Young RKEFEERAT
22nd Floor, CITIC Tower EBRRAEBIR
1 Tim Mei Avenue, Central, Hong Kong FERE221E

E ik 1 +852 2846 9888
{HH : +852 2868 4432
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INDEPENDENT AUDITORS’ REPORT
BUZEERE

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

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

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

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2011, and of the Group’s
loss and cash flows for the year then ended in accordance
with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.
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INDEPENDENT AUDITORS’ REPORT

EMPHASIS OF MATTER

Without qualifying our opinion, we draw attention to
note 2.1 in the consolidated financial statements which
indicates that the Group incurred a consolidated net loss
of HK$139,410,000 during the year ended 31 December
2011, and, as at that date, the Group’s consolidated
current liabilities exceeded its consolidated current assets by
HK$85,847,000. These conditions indicate the existence of a
material uncertainty which may cast significant doubt about
the Group’s ability to continue as a going concern.

Ernst & Young
Certified Public Accountants

16 March 2012
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CONSOLIDATED INCOME STATEMENT

mEWRARE

Year ended 31 December 2011

BE-_T——F+-A=+—HLFE

2011 2010
Notes HK$'000 HK$'000
B3 FTHEx FHEIT
REVENUE KA 5 384,859 439,177
Cost of sales SHE A (360,949) (426,494)
Gross profit EF 23,910 12,683
Other income and gains EH b Uy A R U zs 5 8,922 6,582
Selling and distribution costs HE R AR (30,494) (20,455)
Administrative expenses THHAX (73,741) (46,796)
Other expenses HthF 2 6 (74,311) (60,000)
Finance costs BB R 7 (5,534) (5,227)
LOSS BEFORE TAX BRI 518 6 (151,248) (113,213)
Income tax credit FTiSfiif % 10 11,838 938
LOSS FOR THE YEAR FEEBR (139,410) (112,275)
Attributable to: NI R
Owners of the parent BAREEA 11 (125,547) (105,012)
Non-controlling interests RS (13,863) (7,263)
(139,410) (112,275)
LOSS PER SHARE ATTRIBUTABLE BAREBEREREA
TO ORDINARY EQUITY ELtESRER
HOLDERS OF THE PARENT
Basic and diluted BERAREE 13 (10.78) cents fli  (11.79) cents Il
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

REEHEBRARRE

Year ended 31 December 2011
BE-_T——F+-"A=1+—HILEE

2011 2010
Note HK$'000 HK$'000
B 5 TET FATT
LOSS FOR THE YEAR FEEE (139,410) (112,275)
Exchange differences on BMEBINEBZ
translation of foreign operations EHZR 16,027 9,470
OTHER COMPREHENSIVE INCOME S EKBRBIZ 2 H b
FOR THE YEAR, NET OF TAX Z2HEA 16,027 9,470
TOTAL COMPREHENSIVE LOSS FEXEEBRAR
FOR THE YEAR (123,383) (102,805)
Attributable to: TR, -
Owners of the parent HRREAA 11 (111,678) (98,058)
Non-controlling interests FEVERR R 2 (11,705) (4,747)
(123,383) (102,805)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

meEMBERRR
31 December 2011
RZZE—F+=ZH=+—H

2011 2010
Notes HK$'000 HK$'000
B 7 FE&xT FHIT
NON-CURRENT ASSETS FREBEE
Property, plant and equipment e 14 339,888 348,878
Prepaid land lease payments SEL Nk ke 15 32,997 32,461
Goodwill kS 16 4,073 4,073
Other intangible assets Hin M\ & E 17 138,974 195,121
Total non-current assets IERBEERE 515,932 580,533
CURRENT ASSETS REBEE
Inventories FE 19 96,815 69,313
Trade and bills receivables EWE ZER N EE 20 15,204 10,531
Prepayments, deposits and TBRFIE e K
other receivables H {th i Uy 708 21 58,254 39,181
Due from related parties FE U R A T RKIR 35 446 527
Pledged deposits EEAEFER 22 27,418 20,776
Cash and cash equivalents BeMIREeEEY 22 16,489 38,098
Total current assets MEEERE 214,626 178,426
CURRENT LIABILITIES REBERE
Trade and bills payables R E S5 ENREE 23 65,033 19,491
Other payables and accruals HtENRIBRESER 24 109,982 75,765
Interest-bearing bank and other STERITREMEE
borrowings 25 69,216 65,781
Due to related parties FEfHREE A 7B 35 18,106 15,832
Due to a non-controlling shareholder & — &} B 2 A
of a subsidiary FE4ZE A% A% B R 0E 35 31,012 31,730
Tax payable FET BT 7.124 5,974
Total current liabilities mEBEREE 300,473 214,573
NET CURRENT LIABILITIES REEEFE (85,847) (36,147)
TOTAL ASSETS LESS CURRENT EERERRBEE
LIABILITIES 430,085 544,386
NON-CURRENT LIABILITIES FkREBEE
Deferred tax liabilities REHIBEEE 26 14,266 27,182
Deferred income EERA 27 12,500 12,381
Total non-current liabilities R EELEE 26,766 39,563
Net assets BEFE 403,319 504,823
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
mEMBRRE

31 December 2011
RZE—F+=ZH=+—H

2011 2010
Notes HK$'000 HK$'000
B 5T THRT FET
EQUITY R
Equity attributable to owners BAREREA
of the parent EBiEEm

Issued capital BB ITRY AR 28 119,064 114,545
Reserves fEH 30(a) 229,654 324,634
348,718 439,179
Non-controlling interests FEERER 54,601 65,644
Total equity s 4A%E 403,319 504,823

LO Peter
Director

BEE
EF

SUN David Lee Nz

Director

EF

Annual Report 20115 &



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

REERBER

Year ended 31 December 2011

BE-F S +-A=t+-ALEE
Attributable to owners of the parent
BARAARL
Share Share Exchange Non-
Issued  premium  option  Merger Other fluctuation Accumulated controlling Total
@pital  account  reserve  reserve  reserve  reserve  losses Total interests  equity
EX
BRTRE REEER BREBE oHEE HMEE REERE  ZHES ot FERER RR4E
Notes  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK'000  HKS'000  HKY'000  HKS'000
Wi TR TR TEr TR TEn T TR TR TR Thn
At 1 January 2010 R-E-F5-A-H 61351 386,276 B517 36,465 - 0609 (1548 214736 48404 263,140
Loss for the year EREE - - - - - - (0501 (os01) (283 (112279
Other comprehensie oss ERip2EER:
forthe year:
Bichange diffrences on e g
translaton of foreign EXEE
operations - - - - - 6,954 - 6,954 2516 9470
Total comprehensiv loss ERRESREE
forthe year - - - - - 6954 (10501 (9805  (4747) (102,805
Contrbution from a mli
non-controling shareholder SRR
of asubsidary HHE - - = = - - c - N® N
lisue of shares a’éﬁﬂxf’* B S 9749 (78)  GI00 2280 - - 3973 - 39731
Share issue expenses R B - (2,140) - - - - - (2,140) - (2,140
Fauity-setled shae option %Ef%% BRERH
arrangements 09 - - 5510 - - - - 5510 - 5510
At 31 December 2010 NE-§E1Cfz1-H 114,545 681,555 13,745 (535) 2800 53 (@0de 439179 65,644 504823
At 1 January 2011 RF--%-A-A 114545 681555 13745 (535 22800 27563 (40494 439179 65644 504823
Loss for the year EREE - - - - - - (15547)  (125547)  (13863)  (139.410)
Other comprehengiveloss — #EEf2ESE:
for the year:
Exchange differences on BMER RN
trandltion of foreign EfEE
operations - - - - - 13869 - 13869 2158 16007
Total comprehensie loss ERREERLE
for the year - - - - - 13869 (125547)  (111678)  (11,705)  (123383)
Contrbution from a ~FHEAA
non-contoling shareholder  #ERRE
of a subsidiry ohif - - - - - - - - 662 662
lsue of shares B0 bi) 4519 3N (363 - (80 = = 9458 s 9458
Futysettled shareoption - REL BB RER
armangements 09 - - 1759 - - - - 11,759 - 11,759
At 31 Decerber 2011 WE-—E+2A=+-A 119064 712926+ 21872 (535 S M (SA60M) 348718 54601 403319
* These reserve accounts comprise the consolidated reserves * DEREEASRNEANERIE S
of HK$229,654,000 (2010: HK$324,634,000) in the é{%ﬁ{%229,654,000,a71: (ZE—ZF

consolidated statement of financial position.
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CONSOLIDATED STATEMENT OF CASH FLOWS

REBRTRER

Year ended 31 December 2011
2——F+=A=+—BILFE

2011 2010
Notes HK$'000 HK$'000
Bt &E FHET FHET
CASH FLOWS FROM OPERATING REIHELNRE
ACTIVITIES RE
Loss before tax BRELATE R (151,248) (113,213)
Adjustments for: AT A EE
Finance costs EEEID N 7 5,534 5,227
Interest income M EWA (160) (214)
Loss on disposal of items of HEME BER
property, plant and equipment REBEEBE 336 102
Depreciation e 14 27,360 27,376
Amortisation of prepaid land TR e
lease payments s 15 1,059 1,016
Amortisation of other intangible HEMmpEE#E
assets 17 12,119 5,395
Amortisation of deferred income I ON:¥ic! 27 (488) (468)
Impairment of items of property, Y - WE K
plant and equipment FERE 14 27,013 -
Impairment of goodwill EEEAE 16 - 60,000
Impairment of other intangible Hi\EEERE
assets 17 47,298 -
Provision against/(write back of FERE (BHE
provision against) inventories Z#&m) 6 2,640 (8,428)
Provision for other receivables A e IR IR B 6 983 -
Equity-settled share option expense A& 4% & B% i% #E 5 s 29 11,759 5,510
(15,795) (17,697)
Increase in inventories FE®E M (30,141) (28,450)
Increase in trade and bills receivables & U E 5 iR 3% K& 22 #&2 38 hn (4,673) (6,643)
Increase in prepayments, deposits ~ FBfTFKIE « & R HAM
and other receivables JE W SRIE 3L AN (20,005) (14,855)
Decrease in amounts due from JE WS R A = RIB R
related parties 81 319
Increase in trade and bills payables  FE1S & 5 FIE & E K N 45,542 10,487
Increase in other payables and Hth R NI RETER
accruals i 20,615 13,221
Increase in amounts due to related &1 B33 A £ FRIEIE hN
parties 2,274 6,503
Cash used in operations KEEEFTARE S (2,102) (37,115)
Tax paid B RIE (875) (174)
Net cash flows used in operating KEEBMARESRE
activities HEE (2,977) (37,289)
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CONSOLIDATED STATEMENT OF CASH FLOWS

7 Iﬁa@/)lb%%

Year ended 31 December 2011

BE-_T——F+-A=+—HLFE

2011 2010
Notes HK$’'000 HK$'000
B &E FHET FHEIT
Net cash flows used in operating KEEBMARESRE
activities FEE (2,977) (37,289)
CASH FLOWS FROM INVESTING REFBHELNRS
ACTIVITIES RE
Interest received 2 H & 160 214
Purchase of items of property, BEWE WELEE
plant and equipment JERS (23,893) (61,458)
Proceeds from disposal of items PEWHE  BERE&E
of property, plant and equipment 18 B Fri§ I8 478 11,127
Additions to other intangible assets £ b £ 2 & EE 1 0 - (2,863)
Increase in pledged deposits BTG M (4,915) -
Acquisition of subsidiaries W BB B A A - 990
Net cash flows used in investing KREEHMAERESRE
activities FER (28,170) (51,990)
CASH FLOWS FROM FINANCING REZHEENRE
ACTIVITIES mE
Proceeds from issue of shares BT TS 3B 28 1,303 124,731
Share issue expenses foﬁ?ﬁ?ﬁﬁ'ﬂ 53 28 = (2,140)
New bank and other borrowings FIRTT R EMEE 89,485 61,242
Repayment of bank and other BERITREMEE
borrowings (90,075) (80,337)
Increases in other payables H M ERT 5 IEi'?JD 16,281 =
Contribution from a non-controlling — fE [} /8 2 1 FE1E %
shareholder of a subsidiary R R E & 662 21,987
Interest paid BAFE (5,056) (9,132)
Net cash flows from financing MEEZBMERERE
activities FEE 12,600 116,351
NET INCREASE/(DECREASE) IN RERBAESEEY
CASH AND CASH EQUIVALENTS 1 (B4) F# (18,547) 27,072
Cash and cash equivalents at FUMNRESRRASEED
beginning of year 38,098 15,201
Effect of foreign exchange rate INEE R B B BT
changes, net (1,335) (4,175)
CASH AND CASH EQUIVALENTS S&NBRERES
AT END OF YEAR ZEY 18,216 38,098
ANALYSIS OF BALANCES OF REeERBASEEY
CASH AND CASH EQUIVALENTS WEER D AT
Cash and cash equivalents as stated R AR K 25 2
in the statement of financial HekRaEEYD
position 22 16,489 38,098
Time deposits with original maturity &SR RRX =@ AR
of less than three months when EIHAR E B fE X
acquired, pledged for bills payable (2 5t & =% /EKH) 1,727 -
Cash and cash equivalents as stated RIREREREFZ
in the statement of cash flows HekReFED 18,216 38,008
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STATEMENT OF FINANCIAL POSITION

B AR 2R

31 December 2011

R-B—F+_A=+—H

2011 2010
Notes HK$'000 HK$'000
B 5% FET FET
NON-CURRENT ASSETS ERBEE
Property, plant and equipment e - 1
Investments in subsidiaries RETEB R R M E 18 417,305 314,917
Total non-current assets EREBNEERTE 417,305 314,918
CURRENT ASSETS REBEE
Prepayments and deposits BN FHIERIRE 21 333 407
Due from subsidiaries A NG S 18 = 315,271
Cash and cash equivalents B MIREEEY 22 1,908 11,872
Total current assets MENEEARLE 2,241 327,550
CURRENT LIABILITIES REBEE
Accruals FEETER 24 2,368 1,601
Total current liabilities MEBEREE 2,368 1,601
NET CURRENT ASSETS/ REBEE(8E)

(LIABILITIES) S (127) 325,949
Net assets BEFE 417,178 640,867
EQUITY X
Issued capital BETRA 28 119,064 114,545
Reserves ] 30(b) 298,114 526,322
Total equity B R 417,178 640,867

LO Peter HREE SUN David Lee HINEE
Director  #EF Director EE

Annual Report 20115 &



NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011

JTATRES

1.

2.1

——F+=A=+—A
CORPORATE INFORMATION

BIO-DYNAMIC GROUP LIMITED is a limited liability
company incorporated in the Cayman Islands. The
registered address of the Company is PO Box 309GT,
Ugland House, South Church Street, George Town,
Grand Cayman, Cayman Islands. The address of its
principal place of business is 2116 Hutchison House,
10 Harcourt Road, Hong Kong.

The Company is an investment holding company. The
principal activities of its subsidiaries are set out in note
18 to the financial statements.

BASIS OF PRESENTATION

At 31 December 2011, the Group had net current
liabilities of HK$85,847,000, inclusive of bank and
other borrowings, other payables and amount due
to a non-controlling shareholder of a subsidiary
of HK$69,216,000, HK$101,717,000 and
HK$31,012,000, respectively, which were due for
repayment or renewal within the next 12 months. The
Group incurred a consolidated loss of HK$139,410,000
for the year ended 31 December 2011.

In order to strengthen the capital base of the Group
and to improve the Group’s financial position,
immediate liquidity and cash flows, and otherwise to
sustain the Group as a going concern, China Enterprise
Capital Limited, a substantial shareholder of the
Company, has agreed to provide continuous financial
support to the Group.

Furthermore, the directors intend to negotiate for the
deferral of repayment or renewal of the other payables,
bank and other borrowings and amount due to a non-
controlling shareholder of a subsidiary when they fall
due.

In light of the above, the directors are satisfied that the
Group will be able to meet its financial obligations as
and when they fall due for the foreseeable future, and
are of the opinion that it is appropriate to prepare the
financial statements on a going concern basis.
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2.1

2.2

NOTES TO FINANCIAL STATEMENTS

BASIS OF PRESENTATION (continued)

Should the Group be unable to operate as a going
concern, adjustments would have to be made to write
down the value of assets to their recoverable amounts
and to provide for any further liabilities which might
arise. The effect of these adjustments has not been
reflected in the financial statements.

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
("HKICPA™), accounting principles generally accepted
in Hong Kong and the disclosure requirements of
the Hong Kong Companies Ordinance. They have
been prepared under the historical cost convention.
These financial statements are presented in Hong
Kong dollars and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2011. The financial statements of
the subsidiaries are prepared for the same reporting
period as the Company, using consistent accounting
policies. 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 intra-group balances, transactions, unrealised gains
and losses resulting from intra-group transactions and
dividends are eliminated on consolidation in full.

Total comprehensive income within a subsidiary is
attributed to the non-controlling interest even if that
results in a deficit balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

2.1

2.2
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NOTES TO FINANCIAL STATEMENTS

R RS

31 December 2011

R-F——F+=A=+-F
2.2 BASIS OF PREPARATION (continued)
Basis of consolidation (continued)

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill) and
liabilities of the subsidiary, (ii) the carrying amount of
any non-controlling interest and (iii) the cumulative
translation differences recorded in equity; and
recognises (i) the fair value of the consideration
received, (ii) the fair value of any investment retained
and (iii) any resulting surplus or deficit in profit or
loss. The Group’s share of components previously
recognised in other comprehensive income is
reclassified to profit or loss or retained profits, as

appropriate.

23 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 Amendment

HKAS 24 (Revised)

HKAS 32 Amendment

HK(IFRIC)-Int 14
Amendments

HK(IFRIC)-Int 19

Improvements to
HKFRSs 2010

Amendment to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards
- Limited Exemption from
Comparative HKFRS 7 Disclosures for
First-time Adopters

Related Party Disclosures

Amendment to HKAS 32
Financial Instruments: Presentation -
Classification of Right Issues
Amendments to HK(IFRIC)
-Int 14 Prepayments of
a Minimum Funding
Requirement
Extinguishing Financial Liabilities
with Equity Instruments

Amendments to a number of HKFRSs
issued in May 2010
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2.3

NOTES TO FINANCIAL STATEMENTS

CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)

Other than as further explained below regarding
the impact of HKAS 24 (Revised), and amendments
to HKFRS 3, HKAS 1 and HKAS 27 included in
Improvements to HKFRSs 2010, the adoption of
the new and revised HKFRSs has had no significant

financial effect on these financial statements.

The principal effects of adopting these HKFRSs are as
follows:

(a)

HKAS 24 (Revised) Related Party Disclosures

HKAS 24 (Revised) clarifies and simplifies
the definitions of related parties. The new
definitions emphasise a symmetrical view
of related party relationships and clarify the
circumstances in which persons and key
management personnel affect related party
relationships of an entity. The revised standard
also introduces an exemption from the general
related party disclosure requirements for
transactions with a government and entities
jointly controlled or
significantly influenced by the same government
as the reporting entity. The accounting policy
for related parties has been revised to reflect
the changes in the definitions of related parties
under the revised standard. The adoption of
the revised standard did not have any impact
on the financial position or performance of the
Group. Details of the related party transactions,
including the related comparative information,
are included in note 35 to the consolidated
financial statements.

that are controlled,
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NOTES TO FINANCIAL STATEMENTS
B 75 R 2R B 5E
31 December 2011
R_T——F+_-_A=+—H
23 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)
(b) Improvements to HKFRSs 2010 issued in May
2010 sets out amendments to a number
of HKFRSs. 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 has had a significant financial
impact on the financial position or performance
of the Group. Details of the key amendments
most applicable to the Group are as follows:

o HKFRS 3 Business Combinations:
The amendment clarifies that the
amendments to HKFRS 7, HKAS 32 and
HKAS 39 that eliminate the exemption
for contingent consideration do not
apply to contingent consideration that
arose from business combinations whose
acquisition dates precede the application
of HKFRS 3 (as revised in 2008).

In addition, the amendment limits
the scope of measurement choices
for non-controlling interests. Only the
components of non-controlling interests
that are present ownership interests and
entitle their holders to a proportionate
share of the acquiree’s net assets in
the event of liquidation are measured
at either fair value or at the present
ownership instruments’ proportionate
share of the acquiree’s identifiable net
assets. All other components of non-
controlling interests are measured at
their acquisition date fair value, unless
another measurement basis is required
by another HKFRS.

The amendment also added explicit
guidance to clarify the accounting
treatment for non-replaced and
voluntarily replaced share-based payment
awards.
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NOTES TO FINANCIAL STATEMENTS

23 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)
(b) (continued)

HKAS 1 Presentation of Financial
Statements: The amendment clarifies
that an analysis of each component of
other comprehensive income can be
presented either in the statement of
changes in equity or in the notes to the
financial statements. The Group elects to
present the analysis of each component
of other comprehensive income in the
statement of changes in equity.

HKAS 27 Consolidated and Separate
Financial Statements: The amendment
clarifies that the consequential
amendments from HKAS 27 (as revised in
2008) made to HKAS 21, HKAS 28 and
HKAS 31 shall be applied prospectively
for annual periods beginning on or
after 1 July 2009 or earlier if HKAS 27 is
applied earlier.

B R M A
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NOTES TO FINANCIAL STATEMENTS

e e

31 December 2011

R_T——F+=-A=+—H

2.4 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 Amendments  Amendments to HKFRS 1 First-time
Adoption of Hong Kong Financial
Reporting Standards
- Severe Hyperinflation and
Removal of Fixed Dates for
First-time Adopters'

HKFRS 7 Amendments  Amendments to HKFRS 7
Financial Instruments: Disclosures
— Transfers of Financial Assets'

HKFRS 7 Amendments  Amendments to IFRS 7 Financial
Instruments: Disclosures
— Offsetting Financial Assets and
Financial Liabilities*

HKFRS 9 Financial Instruments®

HKFRS 10 Consolidated Financial Statements*
HKFRS 11 Joint Arrangements*

HKFRS 12 Disclosure of Interests in Other Entities*
HKFRS 13 Fair Value Measurement*

HKAS 1 Amendments  Presentation of Financial Statements
- Presentation of Items of
Other Comprehensive Income?

HKAS 12 Amendments ~ Amendments to HKAS 12 Income Taxes
- Deferred Tax: Recovery of
Underlying Assets?

HKAS 32 Amendments ~ Presentation Offsetting Financial Assets
and Financial Liabilities®

HKAS 19 (2011) Employee Benefits*
HKAS 27 (2011) Separate Financial Statements*
HKAS 28 (2011) Investments in Associates and
Joint Ventures*
HK(IFRIC)-Int 20 Stripping Costs in the Production Phase

of a Surface Mine*

@ BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7

24 CEAEERENNEERBRE
# 8
A S AR SRR 3 4 P 5 B9
518 5K SR BT 3T AR 1 3T BB B S
SRR

BENMBREEN  FEMBREEAS IR

F15% (BT A) BIRRME BB
REEA-BRERM
BREAGRER
RENRETE A
ZIEET
BAIBHREER ERMBRELERETR
E75% (BT ) SRIA KE-
BROMEE 2B
%ﬁéw&& %8 BRI RS ERETHR
E75 (BRI A) TRIA: BE-
HECHEERSH
BB
RN BREEA £RIAS
FEo5
BAMBHREER BeEUB®RE
F10%
BERMBREEA HEZH
F115%
RN BREEA REMEBAEER
21258 =
BAMBHREER ATEEE
F13%
BRSHENEIR  HBERERMNEF-25I
SEHEN) Hip2ENEER?

BAGENRR BAGHEUR2N

SEHEN) MER—BEHE :
WEEEEE
EHEY
BEROHENERY HHEcpEERER
SEHEY) BEMNZTS
BEREHEUNF19% EEBM
(2011)
ERGIERE2  BUNKERR
(2011)
ERSHERNENY RNEEARIRAELE
(2011) P -y

% (BREBKHRE BARESEERBRZ
ZEZES)-2E  AEAA
E



2.4

NOTES TO FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
L Effective for annual periods beginning on or after 1

July 2011

2 Effective for annual periods beginning on or after 1
January 2012

£ Effective for annual periods beginning on or after 1
July 2012

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

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

g Effective for annual periods beginning on or after 1
January 2015

Further information about those changes that are
expected to significantly affect the Group is as follows:

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.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
R—E2—F+=-_A=+—H

2.4 ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
In November 2010, the HKICPA issued additions to
HKFRS 9 to address financial liabilities (the “Additions”)
and incorporated in HKFRS 9 the current derecognition
principles of financial instruments of HKAS 39. Most
of the Additions were carried forward unchanged
from HKAS 39, while changes were made to the
measurement of financial liabilities designated at fair
value through profit or loss using the fair value option
("FVO™"). For these FVO liabilities, the amount of
change in the fair value of a liability that is attributable
to changes in credit risk must be presented in other
comprehensive income (“OCI"”). The remainder of the
change in fair value is presented in profit or loss, unless
presentation of the fair value change in respect of the
liability’s credit risk in OCI would create or enlarge an
accounting mismatch in profit or loss. However, loan
commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of

the Additions.

HKAS 39 is aimed to be replaced by HKFRS 9 in its
entirety. Before this entire replacement, the guidance
in HKAS 39 on hedge accounting and impairment of
financial assets continues to apply. The Group expects

to adopt HKFRS 9 from 1 January 2015.

HKFRS 10 establishes a single control model that
applies to all entities including special purpose entities
or structured entities. It includes a new definition of
control which is used to determine which entities
are consolidated. The changes introduced by
HKFRS 10 require management of the Group to
exercise significant judgement to determine which
entities are controlled, compared with the requirements
in HKAS 27 and HK(SIC)-Int 12 Consolidation -
Special Purpose Entities. HKFRS 10 replaces the
portion of HKAS 27 Consolidated and Separate
Financial Statements that addresses the accounting for
consolidated financial statements. It also includes the

issues raised in HK(SIC)-Int 12.
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2.4

NOTES TO FINANCIAL STATEMENTS

ISSUED BUT NOT YET EFFECTIVE HONG KONG
FINANCIAL REPORTING STANDARDS (continued)
HKFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and
structured entities that are previously included in HKAS
27 Consolidated and Separate Financial Statements,
HKAS 31 Interests in Joint Ventures and HKAS 28
Investments in Associates. It also introduces a number
of new disclosure requirements for these entities.

Consequential amendments were made to HKAS 27
and HKAS 28 as a result of the issuance of HKFRS 10,
HKFRS 11 and HKFRS 12. The Group expects to adopt
HKFRS 10, HKFRS 11, HKFRS 12, and the consequential
amendments to HKAS 27 and HKAS 28 from 1 January
2013.

HKFRS 13 provides a precise definition of fair value
and a single source of fair value measurement and
disclosure requirements for use across HKFRSs. The
standard does not change the circumstances in which
the Group is required to use fair value, but provides
guidance on how fair value should be applied where
its use is already required or permitted under other
HKFRSs. The Group expects to adopt HKFRS 13
prospectively from 1 January 2013.

Amendments to HKAS 1 change the grouping of items
presented in OCI. Items that could be reclassified (or
recycled) to profit or loss at a future point in time
(for example, upon derecognition or settlement)
would be presented separately from items which will
never be reclassified. The Group expects to adopt the
amendments from 1 January 2013.

HKAS 19 (2011) includes a number of amendments
that range from fundamental changes to simple
clarifications and re-wording. The revised standard
introduces significant changes in the accounting for
defined benefit pension plans including removing the
choice to defer the recognition of actuarial gains and
losses. Other changes include modifications to the
timing of recognition for termination benefits, the
classification of short-term employee benefits and
disclosures of defined benefit plans. The Group expects
to adopt HKAS 19 (2011) from 1 January 2013.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

A subsidiary is an entity in which the Company,
directly or indirectly, controls more than half of its
voting power or issued share capital or controls the
composition of its board of directors; or over which
the Company has a contractual right to exercise
a dominant influence with respect to that entity’s
financial and operating policies.

The results of subsidiaries are included in the
Company's income statement to the extent of
dividends received and receivable. The Company’s
investments in subsidiaries that are not classified as
held for sale in accordance with HKFRS 5 are stated at
cost less any impairment losses.

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and
the equity interests issued by the Group in exchange
for control of the acquiree. For each business
combination, the Group elects whether it measures
the non-controlling interests in the acquiree that are
present ownership interests and entitle their holders
to a proportionate share of net assets in the event of
liquidation either at fair value or at the proportionate
share of the acquiree’s identifiable net assets. All
other components of non-controlling interests are
measured at fair value. Acquisition costs are expensed
as incurred.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with
the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in
host contracts by the acquiree.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwill (continued)
If the business combination is achieved in stages, the
acquisition date fair value of the acquirer’s previously
held equity interest in the acquiree is remeasured to
fair value as at the acquisition date through profit or
loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition
date. Subsequent changes to the fair value of the
contingent consideration which is deemed to be an
asset or liability will be recognised in accordance with
HKAS 39 either in profit or loss or as a change to other
comprehensive income. If the contingent consideration
is classified as equity, it will not be remeasured.
Subsequent settlement is accounted for within equity.
In instances where the contingent consideration does
not fall within the scope of HKAS 39, it is measured in
accordance with the appropriate HKFRS.

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and
any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets
acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair
value of the net assets of the subsidiary acquired, the
difference is, after reassessment, recognised in profit or
loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost
less any accumulated impairment losses. Goodwill is
tested for impairment annually or more frequently if
events or changes in circumstances indicate that the
carrying value may be impaired. The Group performs
its annual impairment test of goodwill as at 31
December. For the purpose of impairment testing,
goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies
of the combination, irrespective of whether other
assets or liabilities of the Group are assigned to those
units or groups of units.
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combinations and goodwill (continued)
Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where
the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the
carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed
in a subsequent period.

Impairment of non-financial assets

Where an indication of impairment exists, or when
annual impairment testing for an asset is required (other
than inventories, deferred tax assets and financial
assets), 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 in those
expense categories consistent with the function of the
impaired asset.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets (continued)

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.

Related parties
A party is considered to be related to the Group if:
(@  the party is a person or a close member of that

person'’s family and that person

(i) has control or joint control over the
Group;

(i) has significant influence over the Group;
or

(i) is a member of the key management
personnel of the Group or of a parent of

the Group;

or
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NOTES TO FINANCIAL STATEMENTS
e e
31 December 2011
R-_ZE——F+_H=+—H
25 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties (continued)
(b)  the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of
the same group;

(ii) one entity is an associate or joint venture
of the other entity (or of a parent,
subsidiary or fellow subsidiary of the
other entity);

(i) the entity and the Group are joint
ventures of the same third party;

(iv)  one entity is a joint venture of a third
entity and the other entity is an associate
of the third entity;

(v) the entity is a post-employment benefit
plan for the benefit of employees of
either the Group or an entity related to
the Group;

(vij  the entity is controlled or jointly
controlled by a person identified in (a);
and

(vii)  a person identified in (a)(i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity).
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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 are 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 depreciates them accordingly.

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 principal annual rates used for this purpose
are as follows:

Buildings 3%-5%

Plant and machinery 6%-14%

Leasehold improvements, Over the shorter
furniture and fixtures of the lease terms

and 33%

Motor vehicles 10%-25%

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 the depreciation method are

reviewed, and adjusted if appropriate, at least at each

financial year end.
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2.5

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

An item of property, plant and equipment and any
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, plant and
machinery and other fixed assets under construction
or installation. Construction in progress is stated at
cost less any impairment losses, and is not depreciated.
Cost comprises the direct costs of construction and
capitalised borrowing cost on relevant 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.

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. 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 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.

Technologies

Purchased technologies are stated at cost less any
impairment losses and are amortised on the straight-
line basis over their estimated useful lives of 20 to 30
years.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Intangible assets (other than goodwill) (continued)
Trademarks

Trademarks are stated at cost less any impairment
losses and are amortised on the straight-line basis over
their estimated useful lives of 10 to 30 years.

Customer base

Customer base is stated at cost less any impairment
losses and is amortised on the straight-line basis over
its estimated useful life of 20 years.

Distribution rights

Distribution rights are stated at cost less any
impairment losses and are amortised on the straight-
line basis over the term of the distribution agreement.

Operating 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 the operating leases are charged to the
income statement on the straight-line basis over the
lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on
the straight-line basis over the lease terms.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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 instruments 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 transaction costs, except in the case of
financial assets recorded at fair value through profit or
loss.

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 and trade and other receivables.

Subsequent measurement of 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 by 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 finance income in the income statement. The loss
arising from impairment is recognised in the income
statement in financial costs for loans and in other
expenses for receivables.
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2.5

NOTES TO FINANCIAL STATEMENTS

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:

o the rights to receive cash flows from the asset
have expired; or

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, it evaluates if and to
what extent it has retained the risk and rewards of
ownership of the asset. When it 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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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (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.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of financial assets (continued)
Financial assets carried at amortised cost (continued)

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.

The carrying amount of the asset is reduced either
directly or through the use of an allowance account
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 and all collateral has been
realised or has been transferred to the Group.

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.

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.
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2.5

——#+=A=+-F
SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)

Initial recognition and measurement (continued)

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

The Group's financial liabilities include trade and other
payables, amounts due to related parties, an amount
due to a non-controlling shareholder of a subsidiary
and interest-bearing loans and borrowings.

Subsequent measurement of 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 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.

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.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the weighted
average 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.

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.
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25 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
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.

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 differences, except:

o when 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 investments in subsidiaries,
when 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.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised, 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:

o when 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

o in respect of deductible temporary differences
associated with investments in subsidiaries,
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.

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.
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
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25 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Income tax (continued)

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 created 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.

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:

(a) from the sale of goods, when the significant
risks and rewards of ownership have been
transferred to the buyer, provided that
the Group maintains neither managerial
involvement to the degree usually associated
with ownership, nor effective control over the

goods sold; and

(b) interest income, 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.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payment transactions

The Company operates a share option scheme for
the purpose of providing incentives and rewards to
eligible participants who contribute to the success of
the operations of the Group. Employees (including
directors) of the Group receive remuneration in the
form of share-based payment transactions, whereby
employees render services as consideration for equity
instruments (" equity-settled transactions”).

The cost of equity-settled transactions with employees
for grants after 7 November 2002 is measured by
reference to the fair value at the date at which they
are granted. The fair value is determined by an external
valuer using a binomial model, further details of which
are given in note 29 to the financial statements.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity,
over the period in which the performance and/or
service conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest. The charge or
credit to the income statement for a period represents
the movement in the cumulative expense recognised as
at the beginning and end of that period.

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-
vesting condition, which are treated as vesting
irrespective of whether or not the market or non-
vesting condition is satisfied, provided that all other
performance and/or service conditions are satisfied.

Where the terms of an equity-settled award are
modified, as a minimum an expense is recognised as
if the terms had not been modified, if the original
terms of the award are met. In addition, an expense is
recognised for any modification that increases the total
fair value of the share-based payment transaction, or
is otherwise beneficial to the employee as measured at
the date of modification.
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NOTES TO FINANCIAL STATEMENTS
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25 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Share-based payment transactions (continued)

Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-
vesting conditions within the control of either the
Group or the employee are not met. However, if a
new award is substituted for the cancelled award, and
designated as a replacement award on the date that it
is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as

described in the previous paragraph.

The dilutive effect of outstanding options is reflected
as additional share dilution in the computation of

earnings per share.

Other employee benefits
Pension schemes

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

when contributed into the MPF Scheme.

The employees of the Group’s subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a percentage of its payroll costs to the
central pension scheme. The contributions are charged
to the income statement as they become payable
in accordance with the rules of the central pension

scheme.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised
as 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 the
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.

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.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability
when they are proposed and declared.

2.5

Bt 7 R 3k Pt &
31 December 2011
RZE—F+=-A=+—H

FTESTERBE (&)

BERA

AEBEHEREEREE (FR—BRE
BETEEREREREXEEE)M
BEREEZBERARNTIERZEEELZ
BB T IAE AL » WEED K
FAEERERSIHE  MREFER
KAKEFLEERNE - BEFAREE
REEZRHERBEFEHRE MK
ZEREBWATIRER 2 tEERAH
- 2 EMERERARKEELE 2B
BAERS - EERAERENERERE
REEESREL ZHMAEA -

3=\
EZEFIRE 2 RHBE TR M BN

BEREAESBNTRENRZRE
B EEHERRRBERASIER
1t BEZERBERRILERTIRE
ARTIER BRERBAR -

THRENEZZRABEIR - REARAK
NEZ BB RAEERARRTE

BIRPHREZEN - Bt - PHEIK
BIREZRERFENKERREE -

Annual Report 20115 &



NOTES TO FINANCIAL STATEMENTS
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31 December 2011
R—E2—F+=-_A=+—H

25 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity
are measured using that functional 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 of exchange ruling at the
end of the reporting period. All differences arising on
settlement or transaction of monetary items 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. The gain or loss arising on retranslation
of a non-monetary item is treated in line with the
recognition of the gain or loss on change in fair
value of the item (i.e., translation differences on
item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or

loss, respectively).

The functional currency of subsidiaries in Mainland
China is Renminbi (“RMB"). As at the end of the
reporting period, the assets and liabilities of these
entities are translated into the presentation currency
of the Company at the exchange rates ruling at
the end of the reporting period and their income
statements are translated into Hong Kong dollars at
the weighted average exchange rates for the year.
The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is

recognised in the income statement.
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2.5

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the
carrying amounts of assets and liabilities arising on
acquisition are treated as assets and liabilities of the
foreign operation and translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of subsidiaries in Mainland China
are translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which
arise throughout the year are translated into Hong
Kong dollars at the weighted average exchange rates
for the year.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group's financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the
disclosure of contingent 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.

Estimation uncertainty

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
described below.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011

JTATRES

3.

——F+=A=+—A
SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Impairment of goodwill

The Group determines whether goodwill is impaired
at least on an annual basis. This requires an estimation
of the value in use of the cash-generating units to
which the goodwill is allocated. Estimating the value
in use requires the Group to make an estimate of the
expected future cash flows from the cash-generating
units and also to choose a suitable discount rate in
order to calculate the present value of those cash flows.
The carrying amount of goodwill at 31 December 2011
was HK$4,073,000 (2010: HK$4,073,000). Further
details are given in note 16 to the financial statements.

Impairment of non-financial assets (other than
goodwill)

The Group assesses whether there are any indicators
of impairment for all non-financial assets at the end
of each reporting period. Non-financial assets are
tested for impairment when there are indicators that
the carrying amounts may not be recoverable. An
impairment exists when the carrying value of an asset
or a cash-generating unit exceeds its recoverable
amount, which is the higher of its fair value less costs
to sell and its value in use. The calculation of the
fair value less costs to sell is based on available data
from binding sales transactions in an arm’s length
transaction of similar assets or observable market prices
less incremental costs for disposing of the asset. When
value in use calculations are undertaken, management
must estimate the expected future cash flows from the
asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of
those cash flows.

Useful lives of property, plant and equipment

The Group determines the estimated useful lives and
related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property,
plant and equipment of similar nature and functions.
Management will revise the depreciation charge where
useful lives are different to previously estimated, or will
write off or write down technically obsolete or non-
strategic assets that have been abandoned or sold.
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NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

Estimation uncertainty (continued)

Useful lives of other intangible assets

The Group determines the estimated useful lives
and related amortisation charges for its intangible
assets other than goodwill. This estimate is based on
the expected pattern of consumption of the future
economic benefits embodied in the asset or the
contractual or other legal rights associated with the
assets. The Group will revise the amortisation period
and the amortisation method for an intangible asset
where the useful life is different to that previously
estimated.

Equity-settled share option expense

The Company operates a share option scheme under
which employees (including directors) of the Group
receive remuneration in the form of share-based
payment transactions. The cost of these equity-
settled transactions with employees is measured by
reference to the fair value at the date at which they
are granted, using assumptions including expected
volatility, dividend yield and the risk-free interest rate.
Such cost is recognised, together with a corresponding
increase in equity, over the period in which the service
conditions are fulfilled. The cumulative expense
recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects
the extent to which the vesting period has expired and
the Group’s best estimate of the number of equity
instruments that will ultimately vest.
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
RZZE—F+=ZH=+—H

4. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and services and
has three reportable operating segments as follows:

(@) the ethanol segment is engaged in the
production and sale of ethanol products and

ethanol by-products;

(b)  the wine and liquor segment is engaged in sales

and distribution of wine and liquor; and

(@) the animal feed segment is engaged in the

production and sale of forages.

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance
is evaluated based on reportable segment results.
Segment results are measured consistently with the
Group's loss before tax except that interest income,
finance costs as well as head office and corporate

expenses are excluded from such measurement.

Segment assets exclude unallocated head office and
corporate assets as these assets are managed on a

group basis.

Segment liabilities exclude unallocated head office and
corporate liabilities as these liabilities are managed on

a group basis.
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NOTES TO FINANCIAL STATEMENTS
1 7 R B =

31 December 2011
RZE—F+=-A=+—H

OPERATING SEGMENT INFORMATION (continued) 4. LS FEER (F)
No intersegment sale and transfer was transacted for BAﬁﬁ E——FR_E—ZFTF+A
the years ended 31 December 2011 and 2010. =t HILFELEBHEHEE NER -
Wine and
Ethanol liquor  Animal feed Total
Ve ik BYER st
HK$'000 HK$'000 HK$'000 HK$’000
TBT FEx FEx TET
Year ended Bz-2——F
31 December 2011 +=-HA=+-—H
LEE
Segment revenue: DEBA :
Sales to external customers HETINRERP 226,464 158,395 - 384,859
Other revenue H s 6,129 2,633 - 8,762
232,593 161,028 - 393,621
Segment results TEEE (119,170) (2,628) (5,787) (127,585)
Reconciliation: #h -
Interest income F WA 160
Finance costs BEKAR (5.534)
Corporate and other EREAM
unallocated expenses ADBEHX (18,289)
Loss before tax BR %5 A B 18 (151,248)
Segment assets TREE 474,010 175,439 79,943 729,392
Reconciliation: #i -
Elimination of intersegment i85 48 f'EJ
receivables JE U 3R 38 (1,075)
Corporate and other EREM
unallocated assets ANEEE 2,241
Total assets EEBE 730,558
Segment liabilities SEEME 235,618 88,824 1,504 325,946
Reconciliation: #h -
Elimination of intersegment  #fi $5 5 %8
payables FEfTRIA (1,075)
Corporate and other PEREA
unallocated liabilities APBEBE 2,368
Total liabilities RfERE 327,239
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NOTES TO FINANCIAL STATEMENTS

B 55 35 % Y
31 December 2011
R-_ZE——F+_H=+—H
4.  OPERATING SEGMENT INFORMATION (continued) 4, (E&45EEE (&)
Wine and
Ethanol liguor  Animal feed Total
2B ik BYER fct
HK$'000 HK$'000 HK$'000 HK$'000
FExT FEx BT FET
Year ended BE-2——-F
31 December 2011 +=-HA=+-H
LFE
Other segment information: Hth 2 BE# :
Impairment losses recognised UL R & R HER
in the income statement 2 REEE 74,311 - - 74,311
Provision against/(write back of 77 &%,/ (B &
provision against) inventories 2 #[al) 2,650 (10) = 2,640
Provision for other receivables L JiE Ut 28 # 5 983 - - 983
Depreciation and amortisation 37 & % # 5 29,700 7,190 3,648 40,538
Capital expenditure* EARR 29,478 151 - 29,629
Year ended BE-Z2-ZF
31 December 2010 +=-A=+-H
LEE
Segment revenue: SEBA :
Sales to external customers HETINAREP 321,617 117,560 = 439,177
Other revenue H o e zs 3,471 2,897 - 6,368
325,088 120,457 - 445,545
Segment results TEEE (30,089) (63,514) (1,359) (94,962)
Reconciliation: #h -
Interest income HEHA 214
Finance costs AR AR (5,227)
Corporate and other EREAM
unallocated expenses AARAX (13,238)
Loss before tax BRI RIS (113,213)
Segment assets TEEE 535,559 127,592 84,893 748,044
Reconciliation: #Hk -
Elimination of intersegment  #f(#5% $8 /&
receivables FE W RRIA (1,365)
Corporate and other EREM
unallocated assets KOREE 12,280
Total assets BERAE 758,959
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NOTES TO FINANCIAL STATEMENTS

B R M A

31 December 2011
RZE—F+=-A=+—H

OPERATING SEGMENT INFORMATION (continued) 4. &% 5855 (&)
W|ne and
Ethanol liguor  Animal feed Total
Ve - ik By E
HK$'000 HK$'000 HK$'000 HK$'000
TERT TER TET TERT
Year ended BE-2-ZF
31 December 2010 +=H _‘I' A
LFE
Segment liabilities THERE 209,637 43,055 1,208 253,900
Reconciliation: #h -
Elimination of intersegment i $5 5 %8/
payables ANE R (1,365)
Corporate and other EREAM
unallocated liabilities APBEBE 1,601
Total liabilities BEEHE 254,136
Other segment information: Hft 2 EE¥ :
Impairment losses recognised AU A & MR
in the income statement ZRIEEE = 60,000 = 60,000
Provision against/(write back of 77 &%,/ (B
provision against) inventories 2 #[5]) (8,479) 51 = (8,428)
Depreciation and amortisation ~ #7 & K # 4 29,707 3,007 1,073 33,787
Capital expenditure* EARRZ* 22,786 71,994 70,051 164,831
& Capital expenditure consists of additions to property, ¢ EXRZBEANEYE  BE KRB

plant and equipment and intangible assets including
assets from the acquisition of subsidiaries.

Geographical information

Revenue from external customers

Over 90% of the Group's customers are located in
Mainland China and all revenue of the Group is derived
from operations in Mainland China. The management
considers that it is impracticable to allocate the revenue
and segment results to geographical locations.

Information about a major customer

During the year, there was no external customer
accounted for 10% or more of the Group's total
revenue. During the year ended 31 December 2010,
revenue of approximately HK$43,214,000 was
derived from sales by the ethanol segment to a single
customer.
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BlZEE) °
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NOTES TO FINANCIAL STATEMENTS

R RS

31 December 2011
RZE—F+=-_A=+—H

5. REVENUE, OTHER INCOME AND GAINS
Revenue, which is also the Group’s turnover, represents
the net invoiced value of goods sold, after allowances

for returns and trade discounts.

An analysis of revenue, other income and gains is as follows:

WA~ AR WS

WATRBIAREENEXE  BHEEM

MR EEFRE KRR

e

gERE 5T

WA~ AR Wz o

2011 2010
HK$'000 HK$'000
FHE T FAET
Revenue A
Sale of goods HE B m 384,859 439,177
Other income and gains Hi e AR Wz
Government grants* HIFE& Bh* 2,125 2,658
Amortisation of deferred R S LS A 2 £E
income (note 27) (FF7E27) 488 468
Interest income F B A 160 214
Gain on waived liability EHRRaE 2 3,333 =
Others HAh 2,816 3,242
8,922 6,582
i The government grants represent the subsidies & Iﬁiﬁkﬁﬁﬂﬁ$%lﬁﬂé”ﬁfmﬁﬁkﬁﬂ

received by the Group from the local government

for environmental protection and the transformation
of new patterns of industrialisation. There are no
unfulfilled conditions or contingencies relating to

these grants.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
RZE—F+=-A=+—H

LOSS BEFORE TAX 6. BT AT E A
The Group's loss before tax is arrived at after AEBRGRFEAISEBE&HER, GEA)T
charging/(crediting): PIBIBEFTESE
2011 2010
Notes HK$'000 HK$'000
B aE FET FAT
Cost of inventories sold BEEFER KA 358,309 434,922
Depreciation e 14 27,360 27,376
Amortisation of prepaid land L
lease payments i 15 1,059 1,016
Amortisation of other EEEEE
intangible assets 5 17 12,119 5,395
Minimum lease payments RIEBA LR
under operating leases BFREHERN
in respect of land and xEHEE
buildings 5,978 4,399
Auditors’ remuneration ZE RN 2 1,150 980
Employee benefit expense BERAFX
(including directors’ (BIEESHE)
remuneration) (note 8): (MI5E8)
Wages and salaries T & N & 27,350 21,243
Equity-settled share option IRIEEERE
expense f% #E R S 11,759 5,510
Pension scheme RREETEIHRK
contributions 1,931 1,926
41,040 28,679
Other expenses: HEMRx :
Impairment of items of M= - WE K
property, plant and HIERE
equipment 14 27,013 -
Impairment of goodwill P E R (E 16 = 60,000
Impairment of other Ht\EEEE
intangible assets VERIE] 17 47,298 -
74,311 60,000
Foreign exchange differences, HNEE ZE REFHE
net 13 411
Provision against/(write back of FERE, (BE
provision against) inventories * Z @) * 2,640 (8,428)
Provision for other receivables**  E fth IR IB R+ 21 983 -
Loss on disposal of HEWE  BER
items of property, plant Rz BB
and equipment 336 102
Interest income F B U A 5 (160) (214)
Gain on waived liability EReaE 2z KR 5 (3,333) -
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
R—E2—F+=-_A=+—H

6.  LOSS BEFORE TAX (continued) 6. PBRBiATEE (&)
e The provision against/(write back of provision against) J AEBFERE/ (BEZHD)
inventories for the year are included in “Cost of MNFEWABRERZ [HEXRIA -

sales” in the consolidated income statement.

3 The provision for other receivables for the year % RNEFEE A ERKBBRES AGE
is included in “Administrative expenses” in the WAREKZ TTHFEZIA -

consolidated income statement.

7.  FINANCE COSTS 7. ®ERAK
Group
AEE
2011 2010
HK$'000 HK$'000
TET FET
Interest on bank loans and AR AEFRNBEHEER
other loans wholly RITERREMER
repayable within five years RIS 5,534 5,227
8.  DIRECTORS’ REMUNERATION 8. EEFHM
Directors’ remuneration for the year, disclosed BIE EmREREERTIEHE1611F
pursuant to the Listing Rules and Section 161 of the REBBIAFEESHMOT -
Hong Kong Companies Ordinance, is as follows:
Group
KEH
2011 2010
HK$’'000 HK$'000
FET FHEIT
Fees we 973 1,005
Other emoluments: HEie -
Salaries, allowances and e AR
benefits in kind EYH = 459 300
Equity-settled share option PR 4% B BE RS #E
expense ha 3,422 2,034
Pension scheme RIS FEIMHK
contributions 10 10
3,891 2,344
4,864 3,349
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31 December 2011
RZE—F+=-A=+—H

DIRECTORS’ REMUNERATION (continued) 8. EEHM(E)

During the year, certain directors were granted share FR - BEAAGBERESTS 5T%
options, in respect of their services to the Group, under ERWERMAEBRBEL 7RG M ER
the share option scheme of the Company, further BN E  E— TR IBEH N IS TRR M 5
details of which are set out in note 29 to the financial 29 - AR EHIATER AR RERNE
statements. The fair value of such options, which has feiE EAFERRTHBEEE 57t A
been recognised in the income statement over the AEEUBRENSHEE A Lt ESTH
vesting period, was determined as at the date of grant SHWEFHER -

and the amount included in the financial statements
for the current year is included in the above directors’
remuneration disclosures.

(a) Independent non-executive directors (a) BIFEHITES
2011 2010

Equity- Equity-
settled settled

share share
option option

Fees  expense Total Fees  expense Total

BRE ke

e X #st e FX @t
HK$'000  HK$'000 HK$'000 HK$'000  HK$'000  HK$'000
TExr TEx TFEx TET TERT TER

Dr. Loke Yu FEEMEL 100 49 149 100 35 135

Mr. Zuchowski Sam Zuchowski Sam4t & 100 49 149 100 35 135

Mr. Zhang Yonggen* AR 66 76 142 = = -

Dr. Leung Kwan-Kwok**  RZE{F1** 34 - 34 100 - 100
300 174 474 300 70 370

& Appointed on 4 May 2011. & RZE——FRAMAERT-

e Retired on 4 May 2011. e R-ZZE——FRAMBRE-

There were no other emoluments payable to FANEENBIIEMITES 2 H A

the independent non-executive directors during 2 (ZE—ZTF : |) -

the year (2010: Nil).
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31 December 2011
R—E2—F+=-_A=+—H

8.  DIRECTORS’ REMUNERATION (continued) 8. EEHWM(E)
(b) Executive directors and a non-executive (b) HITEER—BFHTESE
director
Salaries, Equity-
allowances settled
and share Pension
benefits option scheme Total
Fees in kind expense contributions remuneration
§& 28 RELEE Bihe
e REVANE BREEX HEE Fqn Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx TEn TER TEx TEn
2011 “E--f
Executive directors: WITES:
Mr. Lo Peter KREELE 100 - 923 5 1,028
Mr. Han Dongf BREL 3 159 725 - 907
Mr. Sun David Lee BngrE 100 - 124 5 229
Mr. Zhao Difei BEREE 96 - 154 - 250
Mr. Li Jian Quan TRELE 100 300 - - 400
Mr. Fu Hui FEEE % - 965 - 1,061
Mr. Li Wentao* BB 58 - 308 - 366
573 459 3,199 10 4,241
Non-executive director: FHTEE:
Mr. Yeung Ting-Lap BRULE
Derek Emory 100 - 49 - 149
673 459 3,248 10 4,390
2010 —T-FF
Executive directors: WTES:
Mr. Lo Peter KREELE 100 - 604 5 709
Mr. Li Wentao FNERE 96 = 115 s 211
Mr. Sun David Lee Bmeis 100 - 151 5 256
Mr. Zhao Difei BRRLE 9% - 58 = 154
Mr. Li Jian Quan TRELE 100 300 - - 400
Mr. Fu Hui ﬁﬁﬁﬁi"“ 28 - 1,001 - 1,029
Mr. Lu Gui Pin** REMEEH 85 = = = 85
605 300 1,929 10 2,844
Non-executive director: FHTEE:
Mr. Yeung Ting-Lap BRULE
Derek Emory 100 - 35 - 135
705 300 1,964 10 2,979
# Appointed on 10 October 2011. g RZE——F+ATAEZE-
# Appointed on 16 September 2010. i RZE-—TFRATBEZE-
& Resigned on 9 August 2011, & RZB——FN\ANBBHE -
- Resigned on 16 September 2010. B RZZE-ZTFAATRBEE-

There was no arrangement under which
a director waived or agreed to waive any
remuneration during the year.
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9.

NOTES TO FINANCIAL STATEMENTS

FIVE HIGHEST PAID EMPLOYEES 9.

The five highest paid employees during the year
include three (2010: three) directors, details of whose
remuneration are set out in note 8 above. Details of
the remuneration of the remaining two (2010: two)
non-director, highest paid employees for the year is as
follows:

B 765 3 7% B 5
31 December 2011
RZFE——F+=-A=+—H
IEESFES
FRN hEEaHEEAE=2(ZF
—ZEF =R)EF HFMFREEH
IR EXM A8 BB (ZE—F
F MB)ERHIEFERENLIFE
ZE BT

Group
rEH
2011 2010
HK$’000 HK$'000
FET FHET
Salaries, allowances and e R REDAE
benefits in kind 864 582
Equity-settled share option RiEEEBRER
expense 1,665 728
Pension scheme contributions RIKSFHEIME R 12 12
2,541 1,322

The number of non-director, highest paid employees
whose remuneration fell within the following bands is
as follows:

REHFEEREZHMEN T TIIEE

Number of employees

EEHE
2011 2010
Nil to HK$1,000,000 £ 21,000,000/ 7T = 2
HK$1,000,001 to HK$1,500,000 1,000,001 7T % 1,500,000/ 7T 2 -
2 2

During the year and in prior years, share options were
granted to non-director, highest paid employees in
respect of their services to the Group, further details
of which are included in the disclosures in note 29 to
the financial statements. The fair value of such options,
which has been recognised to the income statement
over the vesting period, was determined as at the
date of grant and the amount included in the financial
statements for the current year is included in the above
non-director, highest paid employees’ remuneration
disclosures.

AEEARLEFE HEFEEMES
[F) 7N 5= [ 4 L 2 AR 765 T JE 452 i BEOHE -
—HHBERI B RKRIMT29 - AR5
BHAERARKEZRNBRE  HQ
FERRL AHEE st ARNFETH
BERNeBRIALLFEZEEHS T
BEEA-
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
R_T——F+_-_A=+—H

N—"=

10.

INCOME TAX 10. FrE®
During the year, no Hong Kong profits tax has been FR G - ARTEELESEENER A
provided as there was no assessable profit arising from MU EABENGRIREE - B
Hong Kong. Taxes on profits assessable elsewhere miaN BATIE  ERAEERF
have been calculated at the rates of tax prevailing in Bt EEENHEIELHFE -
Mainland China in which the Group operates.
2011 2010
HK$'000 HK$'000
THT FHET

Group: REE :

Current BVER 1,684 1

Deferred (note 26) PR (P 5526) (13,522) (939)
Total tax credit for the year ~ FEIBE B ETE (11,838) (938)
A reconciliation of the tax credit applicable to loss HEAEB (KAFNRENE R H
before tax at the statutory rate for Hong Kong in which M) EERREARARGHRAIEEARIE
the Company and its subsidiaries are domiciled to the BB EBRMNERAENTHEIER Y
tax credit at the effective tax rate, and a reconciliation B UNRBERRE (AEEMER) HER
of the applicable rate (i.e., the statutory tax rates) to FREREBRANT ¢
the effective tax rate, are as follows:
Group
REE

2011 2010
HK$'000 % HK$'000 %
FERT FHET

Loss before tax bR %1 B S 18 (151,248) (113,213)
Tax at the statutory tax rate AT R LA FHEIE (24,956) 16.50 (18,680) 16.50
Expenses not deductible LIk 53

for tax 7,418 (4.90) 9,964 (8.80)
Tax losses not recognised RIERHTIIEE R 11,148 (7.37) 8,951 (7.90)
Effect of different tax rates  KI@B 2 &) TR =%

of subsidiaries MR & (4,788) 3.17 (265) 0.23
Tax losses utilised from BAKE LEAME

previous periods BT IEE 1R (660) 0.43 (908) 0.80
Tax credit at the Group’s RAEEERBE

effective rate I IEE % (11,838) 7.83 (938) 0.83
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10.

11.

12.

13.

NOTES TO FINANCIAL STATEMENTS

INCOME TAX (continued)

Under the new corporate income tax law of the PRC
effective from 1 January 2008, the tax rate applicable
to domestic-invested enterprises and foreign-invested
enterprises has been standardised at 25%. One of the
Group’s subsidiaries is exempted from PRC corporate
income tax for its first two profit-making years (after
deducting losses incurred in previous years) and is
entitled to a 50% tax reduction for the succeeding
three years. Although this subsidiary has no assessable
profit since its date of establishment, based on the
State Council Circular on the Implementation of
Transitional Concession Policies for Corporate Income
Tax (Guo Fa [2007] No. 39), this subsidiary should be
subject to the first year exemption in 2008 whether or
not it has assessable profit.

LOSS ATTRIBUTABLE TO OWNERS OF THE PARENT
The consolidated loss attributable to owners of the
parent for the year ended 31 December 2011 includes
a loss of approximately HK$244,906,000 (2010:
HK$13,238,000) which has been dealt with in the
financial statements of the Company (note 30(b)).

DIVIDENDS

The directors do not recommend the payment of any
dividend for the year ended 31 December 2011 (2010:
Nil).

LOSS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

The calculation of basic loss per share amounts is
based on the loss for the year attributable to ordinary
equity holders of the parent and the weighted average
number of ordinary shares of 1,164,556,579 (2010:
890,361,104) in issue during the year.

No adjustment has been made to the basic loss per
share amounts presented for the years ended 31
December 2011 and 2010 in respect of a dilution as
the impact of share options outstanding had an anti-
dilutive effect on the basic loss per share amounts
presented.

10.

11.

12.

13.

B 765 3 7% B 5
31 December 2011
R-F——F+=A=+—H
Frig % (&)
BEAB-ZEZNF—A—BEERAFR
B EMETEE  NHREGER
INERECENERANREXERE(R
25% o REBH AP B A A REF
WEMF (BAREFEENER) EH
REHNPBETCEMGN  HE=F=%F
50% B IER S o BEAAULEI M B 2 R B K
S B BN M ERR TR A - MR IEE A
PTEAR BT EFENBE B EBER
B 38 A (B 2% [2007)5395%) - T am H =2
CHEERTEF - LEMB AT ER=
ZENFHERERM -

BARBEEAEEEE
BE_T——F+_-_A=+—H8L*F
B BREEBAARGEHEERIED
RARB I EwRPEE (H53300b))
H) #9244,906,0008 T 1B (Z T —F
£ 13,238,000/ 7T) °

R
EETRARBE_S——F+_5
=t-ALEEEREARS (ZF -
Z3E K

BAREERESEAELERES
B
EREANSESBNRES AR LER
BEEABNEEBERMFRNCEITYE
B A% EY N FE S 5 £01,164,556,5790% (=
T —FE 4 :890,361,1040%) 51 & o

MR ERITEBRELSMENNEGRE
rEESEEAEREESYE  hWBAEY
HE_ZT——FK-_Z2—ZFF+_-H
=t BUHFEMRINERENERE
CREMEEELRE -
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
R—E2—F+=-_A=+—H

14.  PROPERTY, PLANT AND EQUIPMENT 14. Y% BERSBE
Group
rE Leasehold
improvements,
Plantand furniture and Motor  Construction
Buildings ~ machinery fixtures vehicles in progress Total
g
B® HEREE HHERRE RE EBIR &3t
HKS'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TER TR TER TER TER TER
31 December 2011 —8--f£+-A=t-A
At31December 2010and  R=E-FF+-A=1+—H
at 1 January 2011: R=F--%-A-R:
Cost AR 104,991 278,505 9,801 9,225 18,836 421,358
Accumulated depreciation  ZEFTERIE
and impairment (11,075) (48,862) (8330) (1,586) (2,627) (72,480)
Net carrying amount REEFE 93,916 229,643 1471 7,639 16,209 348,878
At1January 2011, netof ~ RZFE——F
accumulated depreciation  —A—H - 11k
and impairment ZHERAE 93,916 229,643 141 7,639 16,209 348,878
Additions AE - 1,435 n 415 27,108 29,629
Disposals mE - - @) (328) - (336)
Impairment E (11,145) (15,868) - - - (27,013)
Depreciation provided ERERE
during the year (4,066) (21,472) (600) (1,222) - (27,360)
Transfers 3 - 28,957 - - (28,957) -
Exchange realignment ERHE 4,316 10,554 58 352 810 16,090
At 31 December 2011, netof R-F——F
accumulated depreciation +=A=F—H "
and impairment TR R HTERAE 83,021 233,249 992 6,856 15,770 339,888
At 31 December 2011: RIE——F
+-A=1-R:
Cost A 110,235 322,808 10,340 9,690 18,528 471,601
Accumulated depreciation  ZEFTERIE
and impairment (27,214) (89,559) (9,348) (2,834) (2,758) (131,713
Net carrying amount REEFE 83,021 233,249 992 6,856 15,770 339,888
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NOTES TO FINANCIAL STATEMENTS
1 7 R B =

31 December 2011
RZE—F+=-A=+—H

14.  PROPERTY, PLANT AND EQUIPMENT (continued) 14. ¥ BERRE(E)

Group
rE Leasehold
improvements,
Plantand  furniture and Motor  Construction
Buildings machinery fixtures vehicles in progress Total
HE
EETN
BF HREREE HHEREE e ERIR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL TER TER TER TER TEL
31 December 2010 “2-BF+ZB=t-H
At31December2009and  RZEENF+ZA=1-A
at 1 January 2010: k=F-T5-HA-R:
Cost A 84,430 275,695 8,280 5993 2,821 377,219
Accumulated depreciation  REFTERNIE
and impairment (6,404) (25,853) (6,920) (440) (2,539) (42,156)
Net carrying amount FEEE 78,026 249,82 1,360 5,553 28 335,063
At1January 2010, netof ~ R-E-ZF
accumulated depreciation  —A—H - 11k
and impairment ZHITERRE 78,026 249,842 1,360 5,553 282 335,063
Additions AE - 4374 114 3,025 15917 24,457
Acquisition of subsidiaries ~ WEEHTBAE 16,348 = 76 7 £ 16,495
Disposals & - (11,142) - (87) - (11,229)
Depreciation provided ERERE
during the year (3,399) (21,740) (1,139) (1,008) - (27376)
Exchange realignment ERTEEE: 2,941 8,309 33 175 10 11,468
At 31 December 2010, netof R -F-T%E
accumulated depreciation = A=F—H -
and impairment N ZHAMERAE 93,916 229,643 1471 7,639 16,209 348,878
At 31 December 2010: RZE-ZF
+-ZA=1+-8:
Cost A 104,991 278,505 9,801 9,225 18,836 421,358
Accumulated depreciation 2t TERE
and impairment (11,075) (48,862) (8,330) (1,586) (2,627) (72,480)
Net carrying amount FEETE 93916 229,643 1471 7,639 16,209 348,878

Annual Report 20115 &



o0

NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
R—E2—F+=-_A=+—H

14. PROPERTY, PLANT AND EQUIPMENT (continued) 14.

At 31 December 2011, certain items of the Group’s
property, plant and equipment with a net book
value of approximately HK$65,446,000 (2010:
HK$69,615,000) were pledged to secure bank loans of
the Group (note 25).

M- BERRE (E)
RZZE—F+=-A=+—H £5H
BR M /5 %8 #4965,446,0008 T (Z T — %
% :69,615,0008TT) 2WE - HE K
BREBERAEERITER 2 EM (KE
25) °

15.  PREPAID LAND LEASE PAYMENTS 15. FEffr#iES
Group
rEH
2011 2010
HK$'000 HK$'000
THET FHT
Carrying amount at 1 January R—A—BHEREE 33,495 33,369
Recognised during the year FNER (1,059) (1,016)
Exchange realignment bE W A 1,646 1,142
Carrying amount at 31 December R+ ZA=+—HKEEE 34,082 33,495
Current portion included in FIATER IR ~ e
prepayments, deposits and Ko ELAth & 4 SR IR BY
other receivables BIHERER > (1,085) (1,034)
Non-current portion JERNERER 45 32,997 32,461

The leasehold land is situated in Mainland China and is
held under medium term leases.

At 31 December 2011, certain of the Group’s
leasehold land with a net book value of approximately
HK$16,265,000 (2010: HK$15,832,000) was pledged
to secure bank loans of the Group (note 25).
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16.

NOTES TO FINANCIAL STATEMENTS

B R M A

31 December 2011
RZE—F+=-A=+—H

GOODWILL 5
Group
rEE
2011 2010
HK$'000 HK$'000
FHET FHET
At 1 January: R—H—H8:
Cost BN 71,089 7,016
Accumulated impairment RiPRE (67,016) (7,016)
Net carrying amount BREE TR 4,073 -
Cost at 1 January, net of R—A—BZEA
accumulated impairment R 2 RE 4,073 -
Acquisition of subsidiaries Uk BE B 1B 2 =) = 64,073
Impairment during the year R E - (60,000)
Cost at 31 December, netof R+ZA=+—HBZKAK
accumulated impairment Bk 2sTREE 4,073 4,073
At 31 December: ®n+=-—A=+—8":
Cost %N 71,089 71,089
Accumulated impairment RiPRE (67,016) (67,016)
Net carrying amount BREE TR 4,073 4,073
Impairment testing of goodwill BEZRENR

Goodwill acquired through business combinations has
been allocated to the wine and liquor cash-generating
unit for impairment testing:

The recoverable amount of the wine and liquor cash-
generating unit has been determined based on a value
in use calculation using cash flow projections based on
financial budgets covering a five-year period approved
by senior management. The discount rate applied to
the cash flow projections was 23.3% and cash flows
beyond the five-year period were extrapolated using
a growth rate of 5% which does not exceed the long
term average growth rate of the wine and liquor
industry.

EREGAFRELAECPERER
ReEEBUAMERERR

BRACEABMZ RO BEIIRE
EREEEERERFH MR
ERABAeRERNZEREETEMD
BT BAREERERAZMERS
233% MEBBAFHMIRERETIK
FRRERER% T AHEAR  ERETEIB
BRITEZRBTFHERE -
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
RZZE—F+=ZH=+—H

N—"=

16.

GOODWILL (continued)

Impairment testing of goodwill (continued)

Key assumptions were used in the value in use
calculation of the wine and liquor cash-generating unit
for 31 December 2011. The following describes each
key assumption on which management has based its
cash flow projections to undertake impairment testing
of goodwill:

Budgeted gross margins — The basis used to determine
the value assigned to the budgeted gross margins
is the average gross margins achieved in the year
immediately before the budget year, increased for
expected efficiency improvements, and expected
market development.

Discount rates — The discount rates used are before tax
and reflect specific risks relating to the relevant units.

Raw materials price inflation — The basis used to
determine the value assigned to raw materials price
inflation is the forecast price indices during the budget
year for Mainland China from where the raw materials
are sourced.

The values assigned to key assumptions are consistent
with external information sources.

During the year ended 31 December 2010, impairment
loss of HK$60,000,000 has been recognised in
the consolidated income statement for goodwill
attributable to the Group’s wine and liquor cash-
generating unit.
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REENE-RARETREETHREEH
R BEZEERERAEFERMR
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17.

NOTES TO FINANCIAL STATEMENTS

B R M A

31 December 2011
RZE—F+=-A=+—H

OTHER INTANGIBLE ASSETS 17. BEHEBEREE
Customer Distribution
Group Technologies Trademarks base rights Total
PN | B Al [ EFER DHRE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TAERT THERT THERT TERT
31 December 2011 —E-—f+ZA=+-H
Costat 1 January 2011, R-E——F—F—H
net of accumulated FIRCAR - Bk 25T
amortisation and BN AE
impairment 126,050 18,410 - 50,661 195,121
Amortisation provided FRBERE
during the year (5,818) (739) - (5,562) (12,119)
Impairment HE (46,295) (1,003) = = (47,298)
Exchange realignment R ES - 877 - 2,393 3,270
At 31 December 2011 RZT——F
+-A=1+—8 73,937 17,545 - 47,492 138,974
At 31 December 2011: RZE——F
+-RA=+-8:
Cost 2% 165,503 33,104 30,138 54,853 283,598
Accumulated amortisation 25t 55 K E
and impairment (91,566) (15,559) (30,138) (7,361) (144,624)
Net carrying amount REEFRE 73,937 17,545 - 47,492 138,974
31 December 2010 “E-EF+-RA=1+-H
Cost at 1 January 2010, RZZ-Z5—-A—H
net of accumulated FIRCAR - Bk 5T
amortisation and B AE
impairment 59,669 15,534 - - 75,203
Additions NE 69,615 2,350 - - 71,965
Acquisition of subsidiaries YR B A Al - 577 - 51,337 51,914
Amortisation provided FREHEE
during the year (3,234) (592) - (1,569) (5,395)
Exchange realignment B 5 5 R - 541 - 893 1,434
At 31 December 2010 RZZ—FF
+-A=1+—8H 126,050 18,410 - 50,661 195,121
At 31 December 2010: R-E—ZF
+-A=+—8
Cost B AR 165,503 31,529 28,704 52,244 277,980
Accumulated amortisation 25t # R E
and impairment (39,453) (13,119) (28,704) (1,583) (82,859)
Net carrying amount REETE 126,050 18,410 - 50,661 195,121
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
R—E2—F+=-_A=+—H

17.  OTHER INTANGIBLE ASSETS (continued) 17. HEREE (&)
Impairment losses of HK$47,298,000 (2010: Nil) were HRAETEFEENATRE S REGETE
recognised for the year for certain other intangible REEEE AtMZEEMERLEER
assets due to the fact that the recoverable amounts of REF [E R B E1847,298,0008 T (=
these intangible assets were estimated to be less than T-TF | o

their carrying amounts.

18.  INVESTMENTS IN SUBSIDIARIES 18. RAHEBATINIKRSE
Company
b /N
2011 2010
HK$'000 HK$'000
THT FAT
Unlisted shares, at cost FELEMRG - BRAE 314,917 314,917
Due from subsidiaries JE W Bt /B8 2 B R IA 329,002 315,271
643,919 630,188
Impairment? B! (226,614) =
417,305 630,188
# An impairment was recognised for certain unlisted # ETHELEITEREREWRKEB QA
investments and due from subsidiaries with carrying ROHERBE HEEDES A
amounts of HK$104,659,000 and HK$201,678,000 104,659,000/ 7t %201,678,000/% 7T
(before deducting the impairment loss), respectively. (RINBFEERE) -
The amounts due from subsidiaries included in S AT B A TR E R R B
investments in subsidiaries above are unsecured, NBEREEEEE B RNEETER
interest-free and have no fixed terms of repayment. Hl-EBEERE ZEBRTHBATZ®
In the opinion of the directors, these advances to the REEARBETHBRRCERERER -
subsidiaries are considered as quasi-equity loans to the
subsidiaries.

@ BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7



18.

INVESTMENTS IN SUBSIDIARIES (continued)

NOTES TO FINANCIAL STATEMENTS
1 7 R B =

31 December 2011

R_T——F+-A=+—H
18. RHELITNERE (H)

Particulars of the subsidiaries are as follows: WEABFEIBNT :
Place of Nominal Percentage
incorporation/ value of issued of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
MR,/ ERIEE/
£ AR EELS dMBAEE AATEEEZESL TEXK
Direct Indirect
EB GF
CEC Ethanol (Northeast) Limited British Virgin Islands US$12,750,315 100 - Investment holding
("BVI")Hong Kong 12,750 315% T RERRK
ABERUES
(XBRABS)) /B
Harbin China Distillery Co., Ltd.** PRC/Mainland China RMB315,671,903 - 75 Production and
RRETEREERAR) hE/REAE  ARM315671,9837 sale of ethanol
HERHELE
BAPP Ethanol Holdings Limited BVI/Hong Kong US$4,450,682 100 - Investment holding
ERRUBE /B 4,450,682% T REER
BAPP (Northwest) Limited BVI/Hong Kong US$1 - 100 Investment holding
ERREUBE /BB E3 REER
Ningxia West Bright New Resource PRC/Mainland China RMB45,010,558 - 100 Dormant
Technology Co., Ltd. * wE/mEAE  ARM45,0105587T BER
EERBRTALREH
RAAR A
Skymax International Investment Hong Kong HK$1 100 = Inactive
Enterprise Limited &k 187 EmeZ
ATERREREERAA
Bio-Dynamic China Limited Hong Kong HK$1 100 - Investment holding
ENFHrERRAT & 1T REAR
Harbin Niu Wang Muye PRC/Mainland China RMB1,500,000 - 100 Research and development
Management Co., Ltd. * e/ AR AE¥1,500,0007C HERFA%
RERTENRERARAR
Mutual Zone Limited Hong Kong HKS$1 100 - Investment holding
LEERAA i 17T REER
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
RZE—F+=-_A=+—H

INVESTMENTS IN SUBSIDIARIES (continued)

18. RBATNKRE (H&)

Place of Nominal Percentage
incorporation/ value of issued of equity
registration ordinary/registered attributable to
Name and operations share capital the Company Principal activities
MR, BRIEE/
8 AR EE LS dRRAEE FATEGEEZEIL IERH
Direct Indirect
Ef 5E3
Heilongjiang Beiguochun Liguor PRC/Mainland China RMB15,000,000 - 100 Distribution of wine
Sales and Distribution Co., Ltd.* e/ hE AR ARH15,000,0007T and liquor
ERIHEAREREHERAR PEER
Harbin Meiming Wenshi Spirit PRC/Mainland China RMB5,000,000 - 100 Inactive
Sales Co., Limited * E /A AR AE5,000,0007C TEE%
RREXEMATESR
HERRAR
Rightsouth Limited BVIHong Kong US$4,694,001 100 - Investment holding
ABRABE/ B 4,694,001% 7T RERRK
Gold Star International (HK) Limited Hong Kong HK$21,216,001 - 100 Inactive
£ 2AR(BE) ARAH i 21,216,001 EEex
Guangzhou Wine and Liquor PRC/Mainland China RMB12,500,000 - 70 Retail sales and
Franchised Stores Ltd.** hE/hE AR ARH12,500,0007T distribution
BENEESEEEHARAR of wine and liquor
ERTERDH
Power Range Holdings Limited BVI/Hong Kong Us$2 - 100 Investment holding
RERERAR ABRAHE /B BT RERRK
JGJ (China) Group Limited Hong Kong HK$1 - 100 Investment holding
Zaft (hE) SBFRAT BE 1787 RERRK
Shenzhen Meiming Wenshi PRC/Mainland China RMB10,000,000 - 100 Distribution of wine
Trading Limited * R/ REAE  AKE10,000,0007 and liquor
AmEERtHEERAF pxyiel
Hunan Meiming Wenshi Jiuguijiu PRC/Mainland China RMBS5,000,000 - 100 Distribution of wine
Sales Limited * e/ E AR ARH5,000,0007 and liquor
HEEEmRtERBHEERAF PEER
Keen Vitality Holdings Limited BVI/Hong Kong US$50,000 100 - Inactive
ZBRREE/ B 50,000% 7T Emex
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19.

20.

NOTES TO FINANCIAL STATEMENTS

INVESTMENTS IN SUBSIDIARIES (continued)
& Registered as a wholly-owned foreign enterprise
under the PRC law.

B R M A

31 December 2011
RZE—F+=-A=+—H

18. RHBARANERE (&)
* REBEPEZREMAIEBEEDRE

e Registered as a sino-foreign equity joint venture under ** RBFBEEEIMAPINEEDRE -
the PRC law.
INVENTORIES 19. 5%
Group
TEE
2011 2010
HK$'000 HK$'000
FHET AT
Raw materials JRH ¥ 22,892 10,840
Work in progress £ B o 7,936 6,446
Finished goods B 68,967 52,535
99,795 69,821
Provision against inventories 17 & # & (2,980) (508)
96,815 69,313

TRADE AND BILLS RECEIVABLES

Other than the cash and credit card sales, the Group
allows a credit period which is generally one month,
extending up to three months for major customers.
Each customer has a maximum credit limit.

None of the trade and bills receivables is impaired. An
aged analysis of the trade and bills receivables as at the
end of the reporting period, based on the invoice date,

200 EWESRIRREE
BRESREABHEEN  AEBZEE
H—MA—@A MEAEFHELEER
E=AA - BUEFHARERSREER
¥ o

MERKEZEALERRERE R
BEPR BREZEFIERBRRER
BHEtEMREDTAT

is as follows:

Group

AEE
2011 2010
HK$'000 HK$'000
FHET FATT
Within 1 month —mAR 12,783 9,842
1 to 2 months —ZEMIE A 1,234 116
2 to 3 months —E={EA 560 =
Over 3 months BiE=1EA 627 573
15,204 10,531
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NOTES TO FINANCIAL STATEMENTS
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20. TRADE AND BILLS RECEIVABLES (continued)
The aged analysis of the trade and bills receivables that
are not individually nor collectively considered to be
impaired is as follows:

B\ E 5 RAERE (&)
BRI KR RR AN HBRBEEBEE
PERFRBRZREDTAT

Group

rEH
2011 2010
HK$'000 HK$'000
FHET FAT
Neither past due nor impaired & % HA 75 < J5l (& 13,837 9,842
Less than 1 month past due  #HF D H— 1@ A 987 116
1 to 3 months past due BH—Z=={EA 380 573
15,204 10,531

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.

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. Trade and bills receivables are non-
interest-bearing.
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21.

NOTES TO FINANCIAL STATEMENTS

PREPAYMENTS, DEPOSITS AND OTHER 21,
RECEIVABLES

B R M A

31 December 2011
RZE—F+=-A=+—H

HNRIE - REREBERKE

Group Company
AEE b NN

2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
FHET FHET FERT FHET
Prepayments AT RIR 47,527 24,033 270 344
Deposits and other receivables % & 5 £ {th i Y 30 18 6,255 6,199 63 63
Tax recoverable A] Uy [B] 7 18 5,455 8,949 3 =
59,237 39,181 333 407
Provision for other receivables - fth [i& U 7% 78 8 15 (983) - - S
58,254 39,181 333 407

Included in the above provision for other receivables
as at 31 December 2011 is a provision for individually
impaired other receivable of approximately
HK$983,000 (2010: Nil) with a carrying amount before
provision of approximately HK$983,000 (2010: Nil).

Save as disclosed above, none of the above assets
is either past due or impaired. The financial assets
included in the above balances relate to receivables for
which there was no recent history of default.

R-ZEBE—&F+_-_A=+—8 " AK
FHEMEWRIERE SRR EREEM
JRE Ui 0B $ 45 49983,00008 T (2 — &
& 4E) o H B E A BR M B 49983,00078
TT(ZE—TF #|) o

Br LA PR BRSO - BIEIA EEEREH

HORE  LAEREEZEREET
B AR ST 3 R HE R 4D 8% 2 RGBS -
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22. CASH AND CASH EQUIVALENTS AND PLEDGED  22.

RERREEZEYRSEFRERK

DEPOSITS
Group Company
AEE b NG|
2011 2010 2011 2010
HK$'000 HK$'000  HK$'000 HK$'000
FERT FHET TER FHET
Cash and bank balances Re RIBITER 16,489 38,098 1,908 11,872
Time deposits TEHATE 3K 27,418 20,776 = -
43,907 58,874 1,908 11,872
Less: N
Pledged for bills payable ERENER
(note 23) Z AR (FEE23) (6,642) — - —
Pledged for bank loans ERIRITE K
(note 25) Z B (FEE25) (20,776) (20,776) - =
Cash and cash equivalents RehBEeEED 16,489 38,098 1,908 11,872

At the end of the reporting period, the cash and bank
balances of the Group denominated in RMB amounted
to HK$14,321,000 (2010: HK$23,941,000). The RMB
is not freely convertible into other currencies, however,
under Mainland China’s Foreign Exchange Control
Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group
is permitted to exchange RMB for other currencies
through banks authorised to conduct foreign exchange

business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for one year 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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NOTES TO FINANCIAL STATEMENTS
1 7 R B =

31 December 2011
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TRADE AND BILLS PAYABLES 23. EREZRERERE
An aged analysis of the trade and bills payables as at RBEARZENEHREBREBEILZE
the end of the reporting period, based on the invoice FEHEHENRRSTLOT :

date, is as follows:

Group
rEH
2011 2010
HK$'000 HK$'000
FTHET FHET
Within 1 month —(EA R 47,628 8,879
1 to 2 months —ZEm{E A 11,830 4,478
2 to 3 months —E=@A 5,289 562
Over 3 months BimE=1EA 286 5,572
65,033 19,491
The trade and bills payables are non-interest-bearing FERTE 5 I8 KRBT B 5 Bl A
and are normally settled on 30-day terms and 180-day 30RMIBOKRBIEREEH -
terms, respectively.
At 31 December 2011, bills payable of approximately RZE——F+ZA=+—H8" 4%
HK$13,573,000 (2010: Nil) were secured by the time 13,573,000 T (ZE—ZTF : ) E(S
deposits of the Group (note 22). ERTIAAREE T EERERR (BT
22) °
OTHER PAYABLES AND ACCRUALS 24, HttENRERESER
Group Company
rEH KAFE
2011 2010 2011 2010

HK$’000 HK$'000 HK$'000 HK$'000
FTRET THET FER TET

Other payables H th & 1~ RIB 101,717 69,776 - =
Accruals fEFtE R 8,265 5,989 2,368 1,601

109,982 75,765 2,368 1,601
Other payables are non-interest-bearing and have an HMENRIEARE B R A=E
average term of three months. Ao
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25. INTEREST-BEARING BANK AND OTHER 25 HEBE8fTRHME
BORROWINGS
Group 2011 2010
& Effective Effective
interest interest
rate (%) Maturity HK$'000 rate (%) Maturity  HK$'000
= Filpe L YIES
(%) EHA TERT (%)  EIH#AB TET
Current b
Bank loan — secured RITER-BHEA 7.21-1.37 2012 65,396 5.31-6.37 2011 62,285
Other loans - unsecured HEpEH—EKH 6.25 2012 3,820 6.37 2011 3,496
69,216 65,781

The interest-bearing bank loans are due within one

year and other loans are repayable on demand.

Notes:

(a)

As at 31 December 2011, the Group's loan
facilities amounting to HK$49,355,000 (2010:
HK$47,008,000), of which HK$49,355,000
(2010:HK$40,544,000) had been utilised as at the
end of the reporting period, are secured by mortgages
over the Group's property, plant and equipment and
leasehold land, which had an aggregate carrying value
at the end of the reporting period of approximately
HK$65,446,000 (2010:HK$69,615,000) (note
14) and HK$16,265,000 (2010:HK$15,832,000)
(note 15), respectively. The Group’s bank loans
of HK$12,339,000 (2010:HK$18,216,000) and
HK$3,702,000 (2010:HK$3,525,000) are secured
by the pledged deposit of HK$20,776,000 (2010:
HK$20,776,000) (note 22) held by the Group and a
property held by a related party, respectively.

The Group's bank and other borrowings are
denominated in RMB and bear interest at fixed
interest rates.

The carrying amounts of the Group’s borrowings
approximate to their fair values.
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) R—ZFE——F+=-_A=+—8"
KNE&EE 2 {5 B3 E49,355,000% T
(ZZ— T4 : 47,008,000/ 7T) (E
F49,355,0008 L (ZZE —ZF :
40,544,000/ 0) R EBRARE B
BA) U RNEERFESBHRER
B 5 Bl 4 565,446,000/ 7T (- &
—Z 4 : 69,615,000/ 7T) (BtsE14)
16,265,000 L (ZZF — = F :
15,832,000/ 7t.) (B 5E15) 2 ¥ % -
MERREREE L2 BB ER
oo RE B ZIR1TE 512,339,000
B (ZZE—ZFF 118,216,000/
JC) }%3,702,0008 T (=& —FF :
3,525,000/ 7T) T3 93 Bl LA 2K 52 (8] T &5
|z B\ 17 5£20,776,000% 7T (=
T — T4 20,776,000 7T) (Bt &
220)R—RBEEATHEHEZ—EY
FIEHEA -

()  AEEERITRE A AR
SHE - REEFET A -

B
S
&
il
i
=

FEEEEENTERS -



26.

NOTES TO FINANCIAL STATEMENTS

DEFERRED TAX LIABILITIES
The movements in deferred tax liabilities during the
year are as follows:

B R M A

31 December 2011
RZE—F+=-A=+—H

EERIEAE
FREEHEAERAEZEBNT

Group
AEE Fair value adjustments
arising from acquisition
of subsidiaries
W B Fft B 4 F]
FELEZATFEAE
2011 2010
HK$'000 HK$'000
THT FHET
At 1 January m—A—H 27,182 14,917
Acquisition of subsidiaries s BE B B8 1 &) - 12,978
Deferred tax credited to FAFFABATREKZ
the income statement EFERITE (FP5E10)
during the year (note 10) (13,522) (939)
Exchange realignment bEE 5 5 B 606 226
Gross deferred tax liabilites ®W+ZA=Z+—82
at 31 December RIERIBEREER 14,266 27,182

The Group has accumulated tax losses arising
in Mainland China of HK$153,022,000 (2010:
HK$108,415,000) that will expire in the next five years
for offsetting against future taxable profits. Deferred
tax assets have not been recognised in respect of these
losses as they have arisen in subsidiaries that have been
loss-making for some time and it is not considered
probable that taxable profits will be available against
which the tax losses can be utilised.

AEBEBBERPBRAEELEZ 2 HIE
E518153,022,0008 L (ZE —Z F :
108,415,000 7T) * FTE£ 2 BB A
EREARAEFARBEZZERT &
Flo-MERZEEERERELERIEE
E RAREBEEBRBRIIRAREEE—
BREHBAR  HARRLEZHE
R A A] REHE R o
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31 December 2011
R—E2—F+=-_A=+—H

27. DEFERRED INCOME 27. EZEWA
The table below presents the movements in deferred TREVELEWAZ &S
income:
Group
rEH
2011 2010
HK$'000 HK$'000
FTET TET
At 1 January R—H—H 12,381 12,426
Amortised during the year FNEH (488) (468)
Exchange realignment bE 5, 38 B 607 423
At 31 December T e = — 12,500 12,381
The balance represents the government grant for EHRARRERAERETEEREZ
construction of certain of the Group's production BAT#EE) - WESIBRRERE B AR R
plants and has been accounted for as deferred income IEREBEEE N ZELEWA « 3ZELI
under non-current liabilities in the consolidated AEEBWEBEE 2FsTaERAFEHR
statement of financial position. Such deferred income is TREHGEHEY o
amortised on the straight-line basis to the consolidated
income statement over the expected useful lives of the
relevant assets acquired.
28. SHARE CAPITAL 28. IR
Shares dvi)
2011 2010
HK$'000 HK$'000
FTHET FET
Authorised: ERE
4,000,000,000 (2010: 4,000,000,000% (=& —F4F :
4,000,000,000) ordinary 4,000,000,0008%) & X E &
shares of HK$0.1 each 0.1V ETTHE B 400,000 400,000
Issued and fully paid: BEBITRARRKRK
1,190,642,397 (2010: 1,190,642,397f% (ZZE —FF :
1,145,446,263) ordinary 1,145,446,263%) B E A
shares of HK$0.1 each 0.1ETTHE B 119,064 114,545
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28.

NOTES TO FINANCIAL STATEMENTS

SHARE CAPITAL (continued)
During the year, the movements in share capital were
as follows:

(a)

The subscription rights attaching to 3,870,000
share options were exercised at the subscription
price of HK$0.288, HK$0.63 and HK$0.73
per share (note 29), resulting in the issue
of 3,870,000 shares of HK$0.1 each for a
total cash consideration, before expenses, of
HK$1,303,000. An amount of HK$3,632,000
was transferred from the share option reserve to
the share premium account upon the exercise
of the share options.

On 2 June 2011, the Company allotted and
issued 30,000,000 shares as the additional
consideration shares for the Group’s acquisition
of 100% equity interest in Keen Vitality
Holdings Limited. An amount of HK$19,800,000
was transferred from the other reserve to the
share premium account. Further details of the
acquisition of Keen Vitality Holdings Limited
were set out in the circular of the Company
dated 17 August 2010.

On 22 December 2011, 11,326,134 new shares
of HK$0.1 each were issued at HK$0.722
per share to an independent third party
for settlement of certain payables for two
subsidiaries of the Group. Further details of the
settlement were set out in the announcement
of the Company dated 20 December 2011 and
22 December 2011.

B R M A

31 December 2011
RZE—F+=-A=+—H

28. K& (&)
RAEE BAZEBHOT :

(a)

(b)

3,870,00017 i A% 7 FT 1 75 2 SR B8
REFE IR G IR0.2883 7T ~ 0.6378 7T
0738 T2 REEITHE (M5
29) - BE 3 773,870,000/% & %
HEE0NEIL R - BRESRE
F IR F X AT A1,303,00008 7T ©
FITIE B AR AE B + 3,632,000/ 7T
ZHRIERERERBEREERSD
o B AR o

RZZE——F~AZH &R
&) A %% & %% 1730,000,0000% A%
7 18 B 7 & B I BEKeen Vitality
Holdings LimitedZ 2f A% 4 &9 %8 4h
RAB R 15 ° 19,800,000/ JT 2 5K
ERHMFEHEERZERMDEE
Bk - Uk B&Keen Vitality Holdings
Limited2 # — S I &R AR A
“E-EFN\AT+tHZBEA -

R=ZF——F+=-_HA=+=A8"
KRQBIZRER0722B TR B L
F=77%1711,326,1340% T I @
B0 BT 23R - LA ARE B
N E B B A )& T S BB E K
TR - RIEMBE 2 E—HFFIFHE
RARRBSHA-T——F+=
A-+RAR=-_ZFE——F+=A
—t+=—BZAMF -
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31 December 2011
R—E2—F+=-_A=+—H

28.  SHARE CAPITAL (continued) 28. MR (4#)
A summary of the transactions during the year with RE P RNANT B BETRANES) - £
reference to the above movements in the Company's NRIZ S atan T -

issued share capital is as follows:

Share

Number of Issued  premium
shares in issue capital account Total

28T 21T idvi)
ROEE [ B iR wat

HK$'000  HK$'000  HK$'000
TAET TAT TAET

At 1 January 2010 RZTE—ZF

—H—H 613,507,000 61,351 386,276 447,627
Share options exercised [RESRES g 20,383,000 2,038 21,075 23,113
Issue of shares BT 511,556,263 51,156 276,344 327,500
Share issue expenses B EITHS - = (2,140) (2,140)
At 31 December 2010 M_ZE—FF

and 1 January 2011 +=—A=+—-H

NZ_F——%F

—H—H 1,145,446,263 114,545 681,555 796,100
Share options exercised (a) BT () 3,870,000 387 4,549 4,936
Issue of shares (b)(c) BEITH D (b)(0) 41,326,134 4,132 26,822 30,954
At 31 December 2011 N_T——fF

+ZA=+—H 1,190,642,397 119,064 712,926 831,990

Share options B
Details of the Company's share option scheme and the RARIIERER S R B BT BT
share options issued under the scheme are included in S IEE I NI &M E29 o

note 29 to the financial statements.
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29.

NOTES TO FINANCIAL STATEMENTS

SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme") for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group's operations. Eligible participants
of the Scheme include the Company's directors,
including independent non-executive directors, other
employees of the Group, suppliers of goods or services
to the Group, customers of the Group, the Company's
shareholders, and any non-controlling shareholder
in the Company's subsidiaries. The Scheme became
effective on 23 May 2007 and, unless otherwise
cancelled or amended, will remain in force for 10 years
from that date.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme
is an amount equivalent, upon their exercise, to 10%
of the shares of the Company in issue at any time.
The maximum number of shares issuable under share
options to each eligible participant in the Scheme
within any 12-month period is limited to 1% of the
shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is
subject to shareholders' approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their associates, are subject to approval in advance by
the independent non-executive directors. In addition,
any share options granted to a substantial shareholder
or an independent non-executive director of the
Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any
time or with an aggregate value (based on the price of
the Company's shares at the date of grant) in excess of
HK$5 million, within any 12-month period, are subject
to shareholders' approval in advance in a general
meeting.

29.

B 765 3 7% B 5
31 December 2011
RZFE——F+=-A=+—H
BRELE
RRRIRIEREE ([5H21]) - §&
R ARE) NN T E AR B L ERLE
HERBEERRHEE - ;NG ER
SHEEBREARNAGNES (BIEBLIHF
WITES) AEEHMES A&EH
BEmkRBHER AEERTF AR
AR R R AR B M B A AR FEIERR R
R-FER_ZFTZELFAA-_T=AE
ERC BRIESBEEUESEET - BAIKE
Z A RRBEI0EF -

BB RE IR L a RTTEREARE
K= 8B RRNITEEBERARBEM
RR 2 TR H910% ° PAMEfI121E A
HRERAE S A ER2EEREREIE
AETHBRMO&RHHERNARRZH
BMEMKED ZEBITRODNI% - BINR
AR B PR B A BB A R R IR R LR
RNE EHE -

MARBIES  THAHKIETERRK
HBERBE AR D EREALSE L IEH
ITEEFRIE - WIN MARAERE
IRESKBELIEHITESHRENBEA
A BB AR R P ()1 216 H HARE AR 38 AR
N AME A B R B 31T IR 190.1%3k 48 (&
(REAEEBBRARTRGOERTE)
885,000,000/ 7T + ZBAC IR R AR R K
gLrELEE-
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31 December 2011
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N—"=

29. SHARE OPTION SCHEME (continued) 29. BERRRELHE| (&)
The offer of a grant of share options may be accepted EBEANBRHEITMEBTRBEARER -
within 21 days from the date of offer, upon payment AIRIREE BB HRESREER
of a nominal consideration of HK$1 in total by the MRS - REBREMITESRRES
grantee. The exercise period of the share options BT NEBHERSB SREHTE
granted is determinable by the directors, and RIZ2BREB NG EIZIHA (AR
commences after a vesting period and ends on a date BELAE)BE10F -
which is not later than 10 years from the date of offer
of the share options or the expiry date of the Scheme,
if earlier.
The exercise price of share options is determinable by EIENTEEREEE T BTAK
the directors, but may not be less than the higher of RUATESE VAR RIRDRIZEZE
(i) the Stock Exchange closing price of the Company's R B AR B S PR U T (B ¢ (i)A A =) IR
shares on the date of offer of the share options; MREEIREZ AHRIAER S B AR
(i) the average Stock Exchange closing price of the FrE ™8 » RGi)AQAa RO RIEE
Company's shares for the five trading days immediately HHEIAHEE ©
preceding the date of offer, and (iii) the nominal value
of the Company’s shares on the date of offer.
Share options do not confer rights on the holders to B A W0 B T4 A A AR B s A IR
dividends or to vote at shareholders' meetings. RAE FIRERER -
The following share options were outstanding under RER - THIFHEITE T REARHE M AR THE -
the Scheme during the year:
2011 2010
Weighted Weighted
average Number average Number
exercise price of options exercise price  of options
per share per share
e BRE ETH RE AR A
BRITEE BEH SRITEE # A
HK$ '000 HK$ ‘000
BT TR BT T &%
At 1 January n—H—H 0.69 46,460 0.286 28,223
Granted during the year FREH 0.66 22,200 0.77 38,620
Exercised during the year FRITE 0.36 (3,870) 0.286 (20,383)
At 31 December R+_A=+—8H 0.70 0.69

64,790 46,460
FRITEBRENRITE B BB A N F 1
(& A FR095B L (ZE—FF 1 1.25
BIT) °

The weighted average share price at the date of
exercise for share options exercised during the year
was HK$0.95 per share (2010: HK$1.25).
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
RZE—F+=-A=+—H

SHARE OPTION SCHEME (continued) 29. BERGRESHE| ()
The exercise prices and exercise periods of the share R|EBR - RITEBRENTEER
options outstanding as at the end of the reporting ITEET ¢

period are as follows:

Number of options Exercise price* Exercise period
BREHE TREE* 1THERR
'000 HK$
per share
TR sRET
2011 —E——F
4,320 0.288 31-10-2009 - 30-10-2012
100 0.19 11-02-2009 - 10-02-2012
100 0.19 11-02-2010 - 10-02-2013
4,210 0.73 26-04-2011 - 25-04-2014
4,260 0.73 26-04-2012 - 25-04-2015
2,900 0.62 12-07-2011 - 11-07-2014
3,400 0.62 12-07-2012 - 11-07-2015
11,650 0.83 13-09-2011 - 12-09-2014
11,650 0.83 13-09-2012 - 12-09-2015
100 1.152 04-05-2012 - 03-05-2015
100 1.152 04-05-2013 - 03-05-2016
11,000 0.66 10-10-2012 - 09-10-2015
11,000 0.66 10-10-2013 - 09-10-2016
64,790
2010 =2 —FF
2,660 0.288 31-10-2008 — 30-10-2011
4,980 0.288 31-10-2009 — 30-10-2012
100 0.19 11-02-2009 — 10-02-2012
100 0.19 11-02-2010 — 10-02-2013
4,260 0.73 26-04-2011 - 25-04-2014
4,260 0.73 26-04-2012 — 25-04-2015
3,400 0.62 12-07-2011 - 11-07-2014
3,400 0.62 12-07-2012 — 11-07-2015
11,650 0.83 13-09-2011 - 12-09-2014
11,650 0.83 13-09-2012 — 12-09-2015
46,460
e The exercise price of the share options is subject to & FEHBRBETARIARFBRAE
adjustment in case of rights or bonus issues, or other AU EIERT - BRENTTE
similar changes in the Company's share capital. BEELFAE -
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31 December 2011
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29. SHARE OPTION SCHEME (continued) 29. EEIRAELE(E)
The fair value of the share options granted during FRE LR ESN QT E A9,716,000
the year was HK$9,716,000 (HK$0.44 each) (2010: BT (BR04M4BT) (ZE—TF:
HK$18,494,000, HK$0.48 each) of which the Group 18,494,000 7T + §A%0.48% L) « B
recognised a share option expense of HK$11,759,000 AREBRNBE_E—F+-A=1+—
(2010: HK$5,510,000) during the year ended 31 B 1 E R B AR R 211,759,000/
December 2011. JL(ZZF—=4F :5510,00087T) °
The fair value of equity-settled share options granted FRARERELEBEREAFENE L
during the year was estimated as at the date of grant, HEARRA — B R LA BER
using a binomial model, taking into account the terms RE AR A I IR R R G - TRETIAT
and conditions upon which the options were granted. AEXNEEER
The following table lists the inputs to the model used:
2011
Grant dates
A
04-05-2011 10-10-2011
Dividend yield (%) fi% B8 25(%) = =
Expected volatility (%) T8 B 18 (%) 104.67 — 104.86 101.12 - 104.36
Historical volatility (%) [ 52 R 1 (%) 104.67 — 104.86 101.12 - 104.36
Risk-free interest rate (%) 5 2 2 1 (%) 1.34 - 1.68 1.154 - 1.414
Expected life of options (years) — BEAX#ETE BRI 53 (4F) 4-5 4-5
Weighted average share price n#EFHRE
(HK$ per share) (B T) 1.15 0.66
2010
Grant dates
el =
26-04-2010 12-07-2010 13-09-2010
Dividend yield (%) B B (%) = - -
Expected volatility (%) T8 A 18(%) 104.39-113.25 104.40-113.12 105.47 - 114.25
Historical volatility (%) JEE S % 18 (%) 10439-113.25 104.40-113.12 105.47 - 114.25
Risk-free interest rate (%) 3 e N R (%) 1686 -2.063  1234-1498  0.891-1.179

Expected life of options (years) — BEARETEHA 4 HF ()
Weighted average share price  JI#EF39R%(E
(HK$ per share) (BR%ET)

@ BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7
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29.

NOTES TO FINANCIAL STATEMENTS

SHARE OPTION SCHEME (continued)

The expected life of the options is based on the
historical data over the past three years and is not
necessarily indicative of the exercise patterns that may
occur. The expected volatility reflects the assumption
that the historical volatility is indicative of future trends,
which may also not necessarily be the actual outcome.

No other feature of the options granted was
incorporated into the measurement of fair value.

The 3,870,000 share options exercised during the year
resulted in the issue of 3,870,000 ordinary shares of
the Company and new share capital of HK$387,000
and share premium of HK$4,549,000 (before issue
expenses), as further detailed in note 28 to the
financial statements.

At the end of the reporting period, the Company
had 64,790,000 share options outstanding under the
Scheme. The exercise in full of the outstanding share
options would, under the present capital structure
of the Company, result in the issue of 64,790,000
additional ordinary shares of the Company and
additional share capital of HK$6,479,000 and share
premium of HK$38,982,000 (before issue expenses).

At the date of approval of these financial statements,
the Company had 64,790,000 share options
outstanding under the Scheme, which represented
approximately 5.4% of the Company's shares in issue
as at that date.

29.

B 765 3 7% B 5

31 December 2011
RZB——F+_HA=+—8

BREE (E)

BRENTEHFHRBAT=FNESL
HIEE T —ERITEEXNER -

T8 HA R 8 S B R 52 R 08 AT HE R R R B B
NIEENRE - T —ERBERER -

1 L TR A A A D T
B E -

F N 171#3,870,00010 AR EEH AR
7] 8 773,870,0000% & B I% - #7118 A% AR
387,000/ 7T & A% 17 ' {8 4,549,000/ T
(RINBREITRE)  E—PF BN
SRR I 28 o

RIREHR - AR BIRFTEIE T RITE
B B A% #E /564,790,0001 © FE AR A 73R
EERGERET  BEITEMRITEER
T 15 38 B 7K A 7] 3 1764,790,0004% 8 41
TBAE - BEIMNIRAR6,479,0007 7T M A% 15
#1838,982,0008 7T (RHBREITHS) ©

RZERBERRLEB XD ABE
=t 217564,790,00017 B i% #E & R 176 -
HERADNRARZBZEZEITRMOHA
5.4% o
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011

S —

N—"=

30.

F+—-A=+—H

RESERVES

(a)

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 44 of
the financial statements.

The merger reserve of the Group represents the
difference between the nominal value of the
shares issued and the nominal value of shares
of the subsidiaries acquired at the time of the
group reorganisation on 29 December 2000
and 12 January 2010.

The other reserve of the Group represents the
fair value of the contingent consideration for
the acquisition of Keen Vitality Holdings Limited.
The contingent consideration was issued on 2
June 2011.

The exchange fluctuation reserve comprises all
foreign exchange differences arising from the
translation of the financial statements of foreign
operations as well as the effective portion
of any foreign exchange differences arising
from hedges of the net investment in these
foreign operations. The reserve is dealt with in
accordance with the accounting policies set out
in note 2.5 to the financial statements.

BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7

30.

#fE
(a)

rEH

AEERFEBEFENFR
NEPES 2 BE2NTBR
RBAA IR BB RN -

AEBEMEMHREHEINE BEITR
HHEE B-_ZTTTF+ A
ZTH+NBERZT—ZTF—A+=
BETEESABMKEHRBEAR
AINRHAEREN = -

£ B 2 H i 5 8 48 W B Keen
Vitality Holdings LimitedZ 8k %A 1t
BZATE ZIAREBR=Z
——FNAZBEET -

[E X R B E R RRERINER
B IS MR FTE AP B INEZ
B AREEBINEHFRE
EHMELNERINEZENE
MEBD o« AR BRBET B HRRM
At2 SPT LA S AT R R BE R FE S A
o



NOTES TO FINANCIAL STATEMENTS
1 7 R B =

31 December 2011
RZE—F+=-A=+—H

Under the Companies Law (Revised) of the
Cayman Islands, the funds in the share premium
account of the Company are distributable to
the shareholders of the Company provided
that immediately following the date on which
the dividend is proposed to be distributed, the
Company will be in a position to pay off its
debts as they fall due in the ordinary course of
business.

The share option reserve comprises the fair value
of share options granted which are yet to be
exercised, as further explained in the accounting
policy for share-based payment transactions
in note 2.5 to the financial statements. The
amount will either be transferred to the share
premium account when the related options
are exercised, or be transferred to accumulated
losses should the related options expire or be
forfeited.

30. RESERVES (continued) 30. B (&)
(b) Company (b) b N/ NI
Share Share
premium option Other Accumulated

account reserve reserve losses Total

ROGEE BRERE HtRE  2HER g

Notes HK$'000 HK$'000 HK$'000 HK$000 HK$'000

Bz T i TEn T i

Balance at 1 January 2010 R-Z-F£-f-H 386,276 25517 = (178,540) 233,253

lssue of shares ¥Rki 28 276,344 - - - 276344

Share issue expenses BOEEST 28 (2,140) - - = (2,140)

Share options exercised BifRRE 28 21,075 (17,282) = = 3,793
Equity-settled share RELERRER

option arrangements 29 - 5,510 - - 5,510

Contingent consideration GARE = = 22,800 = 22,800

Loss for the year TEEEE - - - (1338 (13239

At 31 December 2010 R-Z-SF+-A=1-H 681,555 13,745 22,800 (191,778) 526,322

Issue of shares ki 28 26,822 - (22,800) - 4,022

Share options exercised BfiftRRE 28 4,549 (3632) - - 17
Equity-settled share REESERER S

option arrangments 29 - 11,759 - - 11,759

Loss for the year REEEH - 5 - (244906)  (244,906)

At 31 December 2011 RZZ——%+ZRA=t-A 712,926 180 - (436,684) 298,114

RIEFAERE RRDE (BIER]) -
ARRBAEERNE S AT HD
T ARAIRR - R EEEZ
DIEREBR - ARAABR
EEEANBEXBEETEIH
HER o

BRhEREEFERBERRT
EREREZAFE FHEHANM
TEERA P 312,55 B LA ST 3R
R ZEFHHERA - BEBA
RRAERBEREETERERE
P A7 ek 88 B - 3K fied 4 68 AU i
IMBRHERERAEE -
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
R=B——E+=A=+—F

31.

32.

33.

NOTES TO THE CONSOLIDATED STATEMENT OF 31. ZEBEESREERTZH=

CASH FLOWS

Major non-cash transactions FEHFRERS

(@)  As detailed in note 28, the Company allotted (@) BT EE28FTH - AN E R K&
and issued 30,000,000 shares as the additional %% £730,000,0000% f% 15 - {E & %8
consideration shares for the Group's acquisition AN B IR 19 DA U BB Keen Vitality
of 100% equity interest in Keen Vitality Holdings Limitedz 2 & fE 25 o
Holdings Limited.

(b)  As detailed in note 28, the settlement of certain (b) A FE28FT ML - AN £ B W fE B
payables of two subsidiaries of the Group JB R RE T A FRIE 2 AR T A
was satisfied by the allotment and issue of & R0.72258 7T 2 317 B B %
11,326,134 new shares of the Company at an % 25£1711,326,1340% AN 2 &) #7 AR
issue price of HK$0.722 per share. B2 HAZ -

PLEDGE OF ASSETS 32. EEHER

Details of the Group's bank loans, which are secured REBIAREBEEFEERZRITER

by the assets of the Group, are included in note 25 to EAEE AN e E PR

the financial statements.

OPERATING LEASE ARRANGEMENTS 33. XEBHEZLH

The Group leases certain of its properties under REBRESEHELZHHEERTY

operating lease arrangements. Leases for properties are X -MEHEMER—EZLFHEMY -

negotiated for terms ranging from one to five years.

At 31 December 2011, the Group and the Company RZE——F+-_A=+—H Kx&EEH

had total future minimum lease payments under non- EARRABIBRE N RE&EHL B

cancellable operating leases falling due as follows: AR FEEESEZENOT -

Group Company

rEH AT

2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET THT FAT
Within one year —FR 3,474 3,541 - 270
In the second to fifthyears RE_ZFAHF 4,456 5,181 - =
7,930 8,722 - 270

BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7




NOTES TO FINANCIAL STATEMENTS

34. COMMITMENTS 34.

In addition to the operating lease commitments
detailed in note 33 above, the Group had the following
capital commitments at the end of the reporting

Bt 7 R 3k Pt &
31 December 2011
RZE—F+=-A=+—H
A
B b ST RE335F il Y AT 2 FH B R IE AN -
AEBRBEHRE AT EARE :

period:
Group
rEHE
2011 2010
HK$'000 HK$'000
TET FHET
Contracted, but not ERTAVME AR B -
provided for:
Plant and machinery i 5 % 14 23 - 596
35. RELATED PARTY TRANSACTIONS AND BALANCES 35. BEAXTRZRER
(@)  The Group had the following transactions with @ AEBERAFERNEBEALSR
related parties during the year: ATRR5 :
Group
rEE
2011 2010
HK$'000 HK$'000
FET FHET
Rental paid to ERNERRARES
companies which HRAEFZ AR ZHE
have common
directors with
the Company 1,138 1,140

The office and warehouse rental expenses were
made according to market prices.

(b)  Other transactions with related parties
During the year, the Group’s bank loan of
HK$3,702,000 (2010: HK$3,525,000) was
secured by a property held by Guangzhou
TianTian Friendship Co., Ltd. (“Guangzhou
TianTian"), a company which has a common
director with the Company.

WRAERRBHEESFAXMREMEED -

(b)y HEFEATETZIEMRS
FR - AXEBZHRITEXK
3,702,000 L (Z T — T F :
3,525,000/ 7T) LA M X K & :H
RmARAR ([BMKX]) s
Bz —BEYEEER MEMNXK
RERQNBHERE —BHRAES -
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31 December 2011
R—E2—F+=-_A=+—H

35. RELATED PARTY TRANSACTIONS AND BALANCES

(continued)

(@) Outstanding balances with related parties:

35.

BEATXRS K& ()

(O FBEALHARITEAESR:

Group
rEE
2011 2010
HK$'000 HK$'000
FHET FHET
Due from related EWEEALRE
parties
Guangzhou Wine and & JN/E %8
Liquor Distribution BRAR*
Co., Ltd. * 373 457
Hainan BAPP BT &I EY
Bio-Technology BiMMBRAR
Limited Company ** 73 70
446 527
Due to related parties FE {3 BE A + K18
Guangzhou TianTian ** FE M KK ** 12,433 10,429
Shanghai Moulin g
International Ltd. **  HR A E]** 5,673 5,403
18,106 15,832
Due to a EA—EHRERR
non-controlling FEER B RARIE
shareholder of
a subsidiary 31,012 31,730
* Company which is controlled by the non- & HEMNBEES EEL%EﬁBE Az

controlling shareholder of Guangzhou Wine
and Liguor Franchised Stores Ltd.

*x Company which has a common director with

the Company.

These balances are unsecured, interest-free and
have no fixed terms of repayment. The carrying
amounts of these balances approximate to their

fair values.

BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7
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NOTES TO FINANCIAL STATEMENTS

35. RELATED PARTY TRANSACTIONS AND BALANCES
(continued)
(d)  Compensation of key management personnel
of the Group

35.

B R M A

31 December 2011
RZE—F+=-A=+—H

BEATXRS KGR ()

d AEEXEEEABZHE

2011 2010
HK$'000 HK$'000
FERT FAT
Short term employee 2 Hi{E 8 & ¥
benefits 1,032 905
Post-employment BB 12 42
benefits 10 10
Equity-settled share RS E
option expense FERRER 2 3,199 Ji920
Total compensation XN TFEE
paid to key BIEAB
management Z FiEsage
personnel 4,241 2,844

Further details of directors’ emoluments are
included in note 8 to the financial statements.

EHESME ZE—PFE  CHAY
TEERA P L8
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011

R_T——F+_-_A=+—H

36. FINANCIAL INSTRUMENTS BY CATEGORY 36. ¢RI ESSE
The carrying amounts of each of the categories of RIERR  FEERTAKRBENT :
financial instruments as at the end of the reporting
period are as follows:

Financial assets TREE
Group Company
rEE PN
2011 2010 2011 2010

Loansand Loansand Loansand Loansand
receivables receivables receivables receivables
BERR ERR BERE ER K
EUWRE ERRIE ERRE  EREIE
HK$'000 HK$'000 HK$’000 HK$°000
FHET FHET THET FHET

Trade and bills receivables B E SRR R EE 15,204 10,531 = =

Financial assets included EETATERRIE -

in prepayments, deposits Re K& E A RE U
and other receivables REZTRMEE 5,272 6,199 63 63
Due from subsidiaries NN ] - = £ 315,271
Due from related parties FEU R A T RRIB 446 527 = =
Cash and cash equivalents B NIREEEY 16,489 38,098 1,908 11,872
37,411 55,355 1,971 327,206

@ BIO-DYNAMIC GROUP LIMITED £ & h&EBEER A 7



36.

37.

NOTES TO FINANCIAL STATEMENTS

B R M A

31 December 2011
RZE—F+=ZH=+—H

FINANCIAL INSTRUMENTS BY CATEGORY 36. SRTESE(E)
(continued)
Financial liabilities A=K
Group
rEE
2011 2010
Financial Financial
liabilities at liabilities at
amortised cost amortised cost
REBHERAz REHEKAZ
EA - Ea =N
HK$’000 HK$'000
FTET FHET
Trade and bills payables R E S RIBRER 65,033 19,491
Financial liabilities included in B & AE Ab FERF ZIB K
other payables and accruals EFFERAZ SR AR 85,287 69,776
Interest-bearing bank and ERITREMEBE
other borrowings 69,216 65,781
Due to related parties JEHREE A £ 3B 18,106 15,832
Due to a non-controlling JERT—RIM B A A
shareholder of a subsidiary ~ FF4% A% i% SR A 31,012 31,730
268,654 202,610

FINANCIAL RISK MANAGEMENT OBJECTIVES AND  37.

POLICIES

The Group's principal financial instruments comprise
interest-bearing bank and other borrowings,
amounts due from/to related parties, and cash and
bank balances. 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
payables, which arise directly from its operations.

The main risks arising from the Group's financial
instruments are interest rate risk, foreign currency risk,
credit risk and liquidity risk. The board of directors
reviews and agrees policies for managing each of these
risks and they are summarised as follows:

TREREEBRERBE

AEBzFTEZSRITABFEFRRITR
HifgE - U ENBEALTHRIER
ReMRITHES ZFEMIAZER
BNABSRESFARBREMF - K
SEAFRNERYEZRRLENE S K
BEZREMEREENAG 252
MEEMBBEIREXETERES

AEEBSMTAZIEARANEME
2 SNERR  EERRKREE DA
RoEBEFERTMHBEEEARRERZ
BUR - WHEar
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NOTES TO FINANCIAL STATEMENTS
5 75 R 3% B o

31 December 2011
RZZE—F+=ZH=+—H

N—"=

37.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to short term borrowings
with fixed rates. Therefore, any future variations in
interest rates will not have a significant impact on the
results of the Group.

Foreign currency risk

The Group’s businesses are located in Mainland China
and all transactions are conducted in RMB. Most of the
Group's assets and liabilities are denominated in RMB,
except for certain bank balances denominated in Hong
Kong dollars and United States dollars. The Group has
not hedged its foreign exchange rate risk.

The following table demonstrates the sensitivity at the
end of the reporting period to a reasonably possible
change in the RMB exchange rate, with all other
variables held constant, of the Group's loss before tax
and the Group’s equity due to changes in the fair value
of monetary assets and liabilities.

37.

TREREE B ERIGE (&)

=R
REEASTBIRESH2RAREEHR
BAESRMBEE - At FIRTMAEK
BB TERAEB I EBEERNENY
@

S ELBR

AEBZEBLNPEKE  MABX
SEUAAREET - AEREXRLHEE
RABRAREIIE S TRITER
LA 7T B R TTEIMERR O » AN 5 [ 3 % 4
o E SN TE R R o

TRETEEGEHTEZNERT @ B
\EREERARBZAVFEES AR
KERZAEAIGEEBH N mEHRE R
S ERRT AT E R R AN R B R A SR -

Increase/
(decrease) Increase/
in RMB (decrease)
rate in equity*
ARBER R
®wm, Omd) S CR)*
% HKS$’ 000
FHET
2011 —E—
If HK$ weakens against RMB 2078 7T A R B2 E 5 9,458
If HK$ strengthens METHAREHE
against RMB (5) (9,458)
2010 —E-FF
If HK$ weakens against RMB #0178 T 3 A R ESBZ (B 5 6,661
If HK$ strengthens METHARKEHE
against RMB (5) (6,661)
* Excluding accumulated losses * TEERTEE
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37.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk

The Group trades only with recognised and
creditworthy third parties. It is the Group's policy that
all customers who wish to trade on credit terms are
subject to credit verification procedures. In addition,
receivable balances are monitored on an ongoing
basis and the Group's exposure to bad debts is not
significant.

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents, amounts
due from related parties and other receivables, arises
from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these
assets.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral. Concentrations of credit risk are analysed by
counterparty by geographical region and by industry
sector. There are no significant concentrations of
credit risk within the Group as the customer bases of
the Group’s trade receivables are widely dispersed in
different sectors and industries.

Further quantitative data in respect of the Group's
exposure to credit risk arising from trade receivables
and other receivables are disclosed in note 20 and note
21 to the financial statements, respectively.

37.

Bt 7 R 3k Pt &
31 December 2011
RZE—F+=-A=+—H

TREREE B ERIGK (&)

FERR

AEBERFEERFIE=ZTEMTR
5 BAKBERBZBER FAAEREPE
BRRRHEEY  ALBERRER
B o N - AN B AN BRI R USRIR A
g Bl NEBFEEIRE ZERIL
REKX -

AEEEMEREE  ERASIAS
FEY  FBREEALTRBUAREME
WHRIEZEERREIEZRAH T 21
R %E%ZEKH pHERZETLA
ZHRHEIE -

HRAREEEEERIFMAEZF=
TETES  ARYEBESRREEL
FE -EERRBZETBERLDRYE T 2
WwERITESN - ARAEREEKE S
R B ARED BN IERERITENT
ﬁ@ﬁ'$%lWﬂﬁ@%%¢mhm
}—Hiuu o

EEAEEREEREZFER R EME
WHBEZEERBZE—TTE2HIEY
RIS 3R R 3T 20 R 75213 B -
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B 75 R 2R B 5E

31 December 2011

R_T——F+_-_A=+—H

37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 37.
POLICIES (continued)
Liquidity risk
The Group monitors its risk to a shortage of funds
using a recurring liquidity planning tool. This tool
considers the maturity of both its financial instruments
and financial assets (e.g., trade and bills 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
bank loans and other interest-bearing loans.

The maturity profile of the Group’s financial liabilities
as at the end of the reporting period, based on the
contractual undiscounted payments, is as follows:

TREREE B ERIGE (&)

REBES R
AEEMAEEERSRE TAERE
cHERAR ZIABECHIALS
MEE (WMRWE 5FIERER) WEH
BERBALSEELNRER

AEEz BESERRITERKEAMG
BERFEESHHFEEREEN -

RBESHHR AEEEREFTHER
MANFZeBRARIHERLT :

2011 2010
Within Within
Group 1 year Total 1 year Total
£33 — £ &%t —FR A3t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET TETT FET
Trade and bills payables ENESREREE 65,033 65,033 19,491 19,491
Financial liabilities included in 2 &+ A £ th J& 1~ 2018 &
other payables and accruals EETERZSREE 85,287 85,287 69,776 69,776
Interest-bearing bank and FFERITREMEE
other borrowings 69,216 69,216 65,781 65,781
Due to related parties JE T A3 A 3R 18,106 18,106 15,832 15,832
Due to a non-controlling FE — B A A
shareholder of a subsidiary JEY A% B B 5K I8 31,012 31,012 31,730 31,730
268,654 268,654 202,610 202,610
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37.

NOTES TO FINANCIAL STATEMENTS

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

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. To maintain or adjust the capital structure,
the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue
new shares. The Group is not subject to any externally
imposed capital requirements. No changes were made
in the objectives, policies or processes for managing
capital during the years ended 31 December 2011 and
31 December 2010.

The Group monitors capital using a gearing ratio,
which is net debt divided by the capital plus net debt.
The Group’s policy is to maintain an optimal capital
structure which reduces cost of capital. Net debt
includes trade and bills payables, other payables and
accruals, interest-bearing bank and other borrowings,
amounts due to related parties and a non-controlling
shareholder of a subsidiary. Capital includes equity
attributable to owners of the parent. The gearing ratios
as at the end of the reporting periods were as follows:

37.

Bt 7 R 3k Pt &
31 December 2011
RZE—F+=-A=+—H

TREREE B ERIGK (&)

EXER

AEBEEAEENBEERR  RERA
SEAERERRNREN  BEFRRE
MEBERLL R UHEXHEE - FI
RARRREE -

REBRBEBEBANES BEEHEE
REBUIELFE - BERARER
@i AEEREERRFIRERE
MARRIKE & AR EITHR - NEEIL
DA HNRBEN 2 & AR TE FIBR © 8
E-T——F+A=+—RAkR=ZF—
TF+-_A=+—BLFER LEF
WEEE  BERHEF o

AREBNERNA B R (ER5FRERIA
BARMERFHE)  BUEZEEARNIE
N AEBHNBRBERRENELRR
B R - BUREARA - B FEBRE
BNESHRBENRER AR RER
EEHER FRERITREMES  EBR
B AL N — B R RS AR 5K
B BABRYAFER ARELES -
R|ERHR - ERBELLRLT
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31 December 2011
R—E2—F+=-_A=+—H

37. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 37. SHERBREECEHEREE (8)
POLICIES (continued)

Group 2011 2010
REE HK$'000 HK$'000
FET FATT

Interest-bearing bank and FFERITREMEE

other borrowings 69,216 65,781
Trade and bills payables BN E S HIBRER 65,033 19,491
Other payables and accruals — E b FE{F 518 Mk BT & A 109,982 75,765
Due to related parties JESHREE A £ FE 18,106 15,832
Due to a non-controlling JERT—RIM B A A

shareholder of a subsidiary ~ FE4% A% i SR FIA 31,012 31,730
Less: Cash and cash B :BEekREFEYD

equivalents (16,489) (38,098)
Pledged deposit [REEYEEN (27,418) (20,776)
Net debt B %58 249,442 149,725
Capital &R 348,718 439,179
Capital and net debt BARNMIER T8 598,160 588,904
Gearing ratio BEREELE 42% 25%
38. APPROVAL OF THE FINANCIAL STATEMENTS 38. #EMBRE
The financial statements were approved and authorised MBRERER_E——-F=A+/"AH
for issue by the board of directors on 16 March 2012. EEe AT EETE-
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A summary of the results and of the assets, liabilities and
non-controlling interests of the Group for the last five financial
years, as extracted from the published audited financial

FIVE YEAR FINANCIAL SUMMARY
EFEHERE

BE BENMIFERERS

statements and restated/reclassified as appropriate, is set out

TRBAAEEEEREMBRFEZEER
DA ETEZ
RERIBERE  YEFEEES,ENHE -

below:
Year ended 31 December
BZ+-A=+—HLEE
2011 2010 2009 2008 2007
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FHET FHT FHIT FHET
(Restated)  (Restated) (Restated)
(&EY)) (BEH) (KE))
RESULTS &
Revenue W &5
Continuing operations FREREER 384,859 439,177 103,939 112,486 113,187
Discontinued operations B 4% |F %75 - - - = 98,641
384,859 439,177 103,939 112,486 211,828
Loss before tax BRELATE B (151,248)  (113,213) (60,681)  (130,545) (34,251)
Income tax credit TSR % 11,838 938 543 8,138 127
Loss for the year RNFEEEBE
Continuing operations REREER (139,410)  (112,275) (60,138)  (122,407) (34,124)
Discontinued operations B 4% 1F ¥ 7% - - - = (5,271)
(139,410)  (112,275) (60,138)  (122,407) (39,395)
Attributable to: TFI FEAS:
Owners of the parent SRAHEE A (125,547)  (105,012) (51,824)  (109,647) (34,797)
Non-controlling interests ~ 3F#% P& RE %5 (13,863) (7,263) (8,314) (12,760) (4,598)
(139,410)  (112,275) (60,138)  (122,407) (39,395)
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FIVE YEAR FINANCIAL SUMMARY

EFHMBEHME

As at 31 December

R+=—A=+-—H
2011 2010 2009 2008 2007
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
FET FHET FHT FHT FHT
(Restated)  (Restated) (Restated)
(gE5) (BEY]) (KEF)
ASSETS, LIABILITIESAND B¥E - &8&R
NON-CONTROLLING FERERS
INTERESTS
TOTAL ASSETS BERE 730,558 758,959 529,144 541,958 464,837
TOTAL LIABILITIES BEEHE (327,239)  (254,136)  (266,004)  (262,244) (99,665)
NON-CONTROLLING FEFE R HE 2
INTERESTS (54,601) (65,644) (48,404) (56,718) (64,766)
348,718 439,179 214,736 222,996 300,406
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