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On behalf of the board of directors (the “Board”) of the Company, | am
please to present the annual results of the Group for the year ended 31

December 2011.

REVIEW
Operating Results

For the year ended 31 December 2011, the Group recorded a revenue of
approximately HK$190.5 million and a gross profit of approximately HK$7.2
million. Profit attributable to shareholders was approximately HK$5.9 million,
representing earnings per share of approximately HK0.27 cents. The Group
turned the loss of approximately HK$55.3 million for the corresponding

period last year to a profit during the year.

Coal

On 23 September 2011, the Group successfully completed the acquisition
of 55% equity interests in Suntech Worldwide Limited (“Suntech”), which
holds 100% equity interests in &2 M AFHEZEBR AT (Gujiao City
Hongxiang Coal Industry Co., Ltd.) (“"Hongxiang”) in the People’s Republic of
China (the “PRC"). The principal businesses of Hongxiang are coal washing
and domestic sale of coal. In compliance with the latest environmental
regulations, Hongxiang was in the process of upgrading its production and
related equipments and its operations were suspended until the second half

of 2011, resulting in an annual sale of approximately HK$24 million.

Freight Forwarding

The freight forwarding business saw a slight improvement during the year.
Sales in the United States (the “U.S.”) and Singaporean markets were
approximately HK$2.8 million and HK$3.7 million, representing a decrease of
22% and an increase of 38% compared with the previous year, respectively.

Nevertheless, both operations recorded a loss for the year.

Securities Investment

Amid volatile investment environment in 2011, the Group reported
satisfactory performance in its securities investment business. A turnaround
was recorded with a profit of approximately HK$26.3 million, as compared

with the loss of approximately HK$21.9 million for the previous year.
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Others

In order to gather its resources for the expansion of the core operations of
mineral resources, such as raw coal, the Group sold its subsidiaries, $72
SBERAE and IERBEZERKKEZHAHBR DA, to an independent
third party in August 2011. In addition, the Group also closed down and
deregistered the Beijing Office of China Best Group Holdings Limited, a

company incorporated in Bermuda, during the year.

PROSPECTS

Looking to 2012, the Board was in the opinion that the global economy will
still be in turmoil in view of the lingering effects of the debt crisis in the U.S.
and Europe, the uncertainties over the U.S. economy and the slowdown
in the economic growth in China. With unfavorable factors such as rising
inflation, shrinking export and high unemployment rate, the Board expected
the investment and operating environment to remain severe in the coming

year.

The Group successfully shifted its business focus to the raw coal and
processing businesses in 2011. The Board believes that the domestic coal
industry will continue its rising trend in 2012. Despite the poor external
business environment, the domestic economy is still growing and the
demand for resources is strong. The Board anticipates that Hongxiang will
further expand in the year ahead and the Group will devote extra resources
to enhance in the internal control of Hongxiang with the aim of improving its
operating efficiency. It is believed that Hongxiang will bring lucrative returns

to the Group in the coming year.

For the freight forwarding business, due to the uncertainties clouding over
the prospects of the European and U.S. economy as aforesaid, the Board
expected that the freight forwarding business, particularly in the U.S. market,

will face great challenges in the coming year.
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For the securities investment business, the Board, in spite of the fruitful
returns during the year, believed that the global investment market will
be very unstable in 2012. It will take a relatively prudent approach in its

investment so as to maximize its returns without exposing to high risks.

As mentioned in the interim report, the Group will continue its efforts in
exploring different investment opportunities and expand its core operations
of mineral resources, such as raw coal and coke and their processing. It
believed that even with the unclear economic environment, the coal business

will still have enormous room for development in the foreseeable future.

I am confident about the future development of the Group, and would
like to express, on behalf of the Company, my sincere gratitude to all the
staff and partners for their contributions to the Group's development, and
the shareholders for their staunch support for the Group. The Group will

endeavor to deliver better business performance in response to their support.

Huang Boqi
Chairman

Hong Kong, 29 March 2012
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FINANCIAL HIGHLIGHTS MBERE
2011 2010
Final Final 2011 Vs 2010
HK$'M HK$'M HK$'M %
—y-——t —E-2F
R AHR —E-—FHE-Z-ZF
HEET BEBT AT %
Financial Results Highlight BEEERE
Turnover EEE 190.5 61.4 129.1 210%
Gross Profit EH 7.2 3.1 4.1 132%
Other Operating Income/(Loss)(net) — Efb&&UW A~ (E18) N/A N/A
(F%) 25.1 (24.7) A iE R i A
Total Expenses XM (25.4) (33.7) (8.3) -25%
Net Profit (Loss) before Tax & AINBRFIE & IR
Non-Controlling Interests e Al Z 4B N/A N/A
(B8 %%8) 6.8 (55.3) TiE A i A
Net Profit (Loss) after Tax & KR TBIIA R
Non-Controlling Interests IR A 18 2 B A N/A N/A
(B8 %) 5.9 (55.3) TiE A N3
Extract of Financial Position B 7 AR S 6 8%
Total Assets BEHRE 466.0 3352 130.8 39%
Total Liabilities BEREE (112.5) (20.4) 92.1 451%
Net Current Assets MENVEEFE 256.7 305.2 (48.5) -16%
Cash and Bank Balance R MIRTITH R 302.8 248.2 54.6 22%
Total Net Assets BEFERE 353.5 314.7 38.8 12%
OVERVIEW HE

For the year ended 31 December 2011, the Group’s turnover was
approximately HK$190.5 million, representing an increase of 210% as
compared with 61.4 million in last year. Group's gross profit for the year
ended 31 December 2011 was approximately HK$7.2 million, representing

an increase of 132% as compared with HK$3.1 million in last year. Finally, the

BE_ZT——F+-_A=+—RBLEFE XK
£ 2 & EEH A190,500,0000 7T A F
261,400,000/ 7T 3 11210% - REEEH E —
T——F+-_A=+—ALFEZENLA
7,200,000/ 7T ¥ % 4F 2 3,100,000/% 7T 3

Group recorded profit attributable to equity shareholders of the Company — 132% o 5 1% » 78 £ [B 4% 18 7N /A 7] #E 25 I8 52 &

amounted to approximately HK$5.9 million (2010: loss HK$55.3 million).

5% % 495,900,000 T (= —ZT4F : 518
55,300,000/ 7T ) °
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BUSINESS AND FINANCIAL REVIEW
Coal Business

For the year ended 31 December 2011, the turnover of coal business was
amounted to HK$24.0 million (2010: Nil). Gross profit of HK$2.1 million was
made for the year ended 31 December 2011 (2010: Nil).

Freight Forwarding Business

The turnover of the Group's freight forwarding business was amounted to
HK$6.5 million, representing an increase of 3% as compared with HK$6.3
million in last year. Total gross profit was amounted to HK$1.6 million, an

increase of 5% comparing with HK$1.5 million in last year.

The increase in turnover and gross profit for the freight forwarding business

was mainly attributable to the increase in turnover in Singapore business.

Securities Investment

The global equity market had been unstable throughout the year of 2011.
Despite of that, the Group still achieved a satisfactorily results in the year
reviewed. The total turnover of the Group’s securities investment business
for the year ended 31 December 2011 was amounted to HK$159.9 million,
representing an increase of 190% as compared with HK$55.0 million
in 2010. Under the year reviewed, the Group recorded realized gain of
approximately HK$24.3 million (2010: HK$0.1 million) and net unrealized
loss of the listed securities of approximately HK$1.4 million (2010: HK$23.6
million). For the year ended 31 December 2011, the Group received dividend
income of approximately HK$3.4 million (2010: HK$1.5 million). As at 31
December 2011, the Group was holding trading securities of approximately

HK$27.9 million in value (2010: HK$74.5 million).
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LIQUIDITY AND CASHFLOW RESOURCES

As at 31 December 2011 the equity and net current assets of the Group
amount to approximately HK$353.5 million (2010: HK$314.7 million) and
HK$256.7 million (2010: HK$305.1 million) respectively. On the same date,
the Group had cash and bank balance of approximately HK$302.8 million
(2010: HK$248.1 million) and the current ratio was 3.33 (2010: 15.93).

The gearing ratio of the Group as at the balance sheet date was 0.05
(2010: zero). The gearing ratio is measured on the basis of interest bearing
borrowings over total assets. As at the balance sheet date, the interest
bearing borrowings and total asset of the Group was amounted to
approximately HK$23.3 million (2010: Nil) and HK$466.0 million (2010:
HK$335.1 million) respectively. The interest bearing borrowings was raised
by a newly acquired company located in the PRC before the acquisition. The

borrowings had been fully repaid in January 2012.

The Group kept strong cash position. The Group has sufficient and readily
available financial resources for both general working capital purpose and
feasible acquisition of the proposed investments in the PRC may encounter

or contemplate in the future.

PLEDGE OF ASSETS

At as 31 December 2011 and 2010, there were no Group’s securities
pledged to brokers to secure the margin loan. At as 31 December 2011 and
2010, there were no other significant assets pledged to banks to secure
general banking facilities granted to the Group and the post-dated bills
payable.
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CAPITAL EXPENDITURE

The Group had no material capital expenditure for years ended 31 December

2011 and 2010.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

The Group’s monetary assets, loans and transactions are principally
denominated in Hong Kong dollars, Singapore dollars, US dollars and
Renminbi. During the period, there was no significant fluctuation in the
exchange rates of the Hong Kong dollars, Singapore dollars and US dollars.
The appreciation in the currency value of the Renminbi may have some
impact especially for the WOFE or joint venture in PRC. The monetary assets
of the Group in the currency value of US dollars are also subject to the risk of
exchange rate fluctuation. The Group will take a prudent approach for this
impact but in the meant time do not engage in any derivative activities and
not commit to any financial instruments to hedge its balance sheet exposure

in 2011.

CHANGE OF DIRECTORSHIP

On 24 June 2011, Mr. Huang Bogi and Mr. Du Chunyu were appointed as
executive directors and Mr. Zhou Mingchi and Ms. Wong Yan Ki, Angel were
appointed as independent non-executive directors of the Company. On the
same date, Mr. Ng Tang and Mr. Ren Zheng resigned as executive directors
and Mr. Chan Ngai Sang, Kenny and Ms. Xing Hua resigned as independent

non-executive directors of the Company.

On 4 October 2011, Mr. Zhang Liang was appointed as independent non-
executive director of the Company. On the same date, Ms. Ma Jun Li, Mr.
Zhang Da Qing resigned as executive directors, Ms. Yao Haixing resigned as
non-executive director and Ms. Chung Kwo Ling resigned as independent

non-executive director of the Company.

BEENWR D

EAXREX

REBZE—_BE——FR T ZTE+_HA=+—
ALEFEE ARBETETRAEREAAS -

B 2R 5 B & B

AEEZEREE BERRRZFEENUEBT
KT ETRARKEGHE BN BT 3
BT RFET 2 BRI EE RS - AREETT
BEXREHPEZIBEBECERAELRES
—ERE - AEBEETEREETT AR ERNK
HEK - AEER T ——FHRREEL R
BNEETE HERYE2EEMITETA
AE TEEAEMNEMTANMEEERE
KA -

EERE

R-ZB——FRNAZ+HB  FRBELERT
ARMEALRZERNTES MARLLEER
EMERLTRZERARRIBUIFATES-
FR RFXERESFAEEREARRNTE
FH MRBEXRERMELLBERRE
BIUFRITEE B

RIZE——FTANA RERECEEER
ARABBUIFATEF AR FERAZE R
RAELREFEARARBRTEST B HEE
HEBEARBFATESE B MEREL
TEHERRARBIFAITEE R



10

China Best Group Holding Limited Annual Report 2011

Management Discussion and Analysis

BEEE W& D

EMPLOYEE AND HUMAN RESOURCES POLICY

The Group had approximately 86 staff as at 31 December 2011 (31
December 2010: 32). The total staff cost incurred for the year ended
31 December 2011 was approximately HK$6.7 million (year ended 31
December 2010: HK$7.9 million). The remuneration of employees was
determined with reference to the market terms, their qualification,
experience and performance to the Company. As per the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”), the staff of the issuer’s accounting and financial reporting

function should have adequate training programs and budget.

BUSINESS PROSPECT

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

securities.

Even the economic growth rate of the PRC is expected to be slow down in
the year of 2012, we expect the demand of resources, including coal, will be
still very high. After the acquisition of Gujiao City Hongxiang Coal Industry
Co. Ltd. ("Hongxiang”), we will focus on strengthening its profitability
through enhancing its customer and supplier bases, improving its production

efficiency as well as its internal control system.

In the first quarter of 2012, the global economy was still unstable and filled
with uncertainties. The global air and sea freight forwarding industry is
expected to face a number of difficulties and challenges in 2012. The Board

still has to make continuous efforts to overcome the challenges.

Under the current fragile and volatile market environment, the investors
confidence is correspondingly low. The Board will adopt a more conservative

attitude towards the securities trading business.

In order to strengthen the core business, we will continue to explore different
investment opportunities for business development mainly in the PRC. The
Board will closely monitor the business environment for the aim to maximize

the returns of the shareholders of the Company.

BERADERBEER

R-ZE——F+-_A=+—H AEEHES6
ZRE(ZE—ZTF+=-A=+—RH:32%) -
HEZZ——F+A=+T—HLFEEX
Z B IR ABEEHX £6,700,0008 7 (BHEZF
—ZF+ZA=+—HIEFE 7,900,000
T EBEZHFMNELEMBHKER EEE
& B RNART 2 RBAEE - REBMER
SHARARES EmARRA ([ EmEa]) - %
TABIERITE I RIS R RBae 5 m/ARE
X R REFFTRTEL

R
AEEZETEBARMRNT  BBHRELS
LI RGBS A RS

oo s
BEE-

B —F — — F R BB R M A
SEEHER (BERR) FERGDARD - %K
BERXMEAFEREZARAR ([RFE]® A%
EfEBIgaE R, R AR RELE
e M AEPEEIESIE - SR RTTE AN S -

RIB——FF—F 2REEDNARREET
FRTHEIEZ AR M= NG L EETT
ER T —_FHEHHETHERME -EXE
DARBEE N RERDLE -

BRETHISRERS MK REEEOEMIT
REB B2 ARFEEEBRNERR
S 2 T8 e

RABROER ARERESEERETRIKE
B BATENPEHEREB - EFELE
IR ERRE  BRBARRBREREREK
EEE



HESBEZERERAT 201158

Management Discussion and Analysis

FINAL DIVIDEND

The Board of Directors has resolved not to recommend the payment of any

final dividend for the year ended 31 December 2011 (2010: Nil).

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Friday, 18 May
2012 to Tuesday, 22 May 2012 (both days inclusive), during which time no
transfer of shares will be registered. In order to qualify to be shareholders of
the Company to attend, act and vote at the annual general meeting to be
held on 22 May 2012, all transfer documents accompanied by the relevant
share certificates must be lodged with the Company’s branch share registrar
and transfer office in Hong Kong, Tricor Tengis Limited at 26th Floor, Tesbury
Centre, 28 Queen'’s Road East, Hong Kong not later than 4:30 p.m. on
Thursday, 17 May 2012.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s shares during the year ended 31 December

2011 (2010: Nil).

AUDIT COMMITTEE

The Board has established the Audit Committee in accordance with the
Listing Rules. The Committee comprises Mr. Zhou Mingchi, Ms. Wong Yan Ki,
Angel and Mr. Zhang Liang the three independent non-executive directors.
Summary of duties and works of the Audit Committee is set out in the

“Corporate Governance Report” in annual report.

The Audit Committee has reviewed the Group's consolidated financial
statements for the year ended 31 December 2011 in conjunction with the

Company's external auditor SHINEWING (HK) CPA Limited.
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CODE OF BEST PRACTICE AND CORPORATE
GOVERNANCE

Details of corporate governance are set out in the section headed “Corporate
Governance Report” in the 2011 annual report. During the year ended
31 December 2011, the Company has fully complied with the Code on
Corporate Governance Practices (the “Code”) as set out in Appendix 14 of
the Listing Rules, with deviation from Code Provision A.2.1 and A.4.1. The
Company has no such title as the chief executive office currently. Given the
current size structure of the Company, the Board is of the view that though
there is no chief executive officer, the balance of power and authority
is ensured by the operation of the Board, which comprises experienced
individuals and meetings between the directors and the management as held
from time to time to discuss issues relating to operation of the Company.
The Board also believes that the current structure is conducive to strong
and consistent leadership, enabling the Company to make and implement
decisions promptly and efficiently (Code Provision A.2.1). All of the non-
executive directors are not appointed for a specific term (Code Provision
A.4.1) but are subject to retirement by rotation once every three years and re-

election at the annual general meeting under the Company’s Bye-Laws.

INTERNAL CONTROL

The Board acknowledges its responsibility for the Group's internal
control system to safeguard shareholders’ investment and reviewing the

effectiveness of such on an annual basis under Code Provision C.2.1.
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Corporate Governance Report

The board of directors (“Board”) of the Company is pleased to present this
Corporate Governance Report in the Group’s annual report for the year

ended 31 December 2011.

The manner in which the principles and code provisions in the Code on
Corporate Governance Practices (“CG Code”) contained in Appendix 14
of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (“Stock Exchange”) (“Listing Rules”) are applied
and implemented are explained in the following parts of this Corporate

Governance Report:

CORPORATE GOVERNANCE PRACTICES

The Group strives to attain and maintain high standards of corporate
governance to enhance shareholder value and safeguard shareholder
interests. The Group’s corporate governance principles emphasize a quality

Board, effective internal control and accountability to shareholders.

The Board of the Company believes that good corporate governance
practices are increasingly important for maintaining and promoting

shareholder value and investor confidence.

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

corporate governance practices:
(@) code provisions which listed issuers are expected to comply with or to

give considered reasons for any deviation; and

(b) recommended best practices for guidance only, which listed issuers are

encouraged to comply with or give considered reasons for deviation.
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The Company’s corporate governance practices are based on the principles,
code provisions and certain recommended best practices as set out in the CG

Code.

Throughout the year ended 31 December 2011, the Company has complied
with the code provisions set out in the CG Code, save for the deviations from
code provision A.2.1 and A.4.1 which is explained in the relevant paragraph

in this Report.

The Company has also put in place certain Recommended Best Practices as

set out in the CG Code.

The Company will continue to enhance its corporate governance practices
appropriate to the conduct and growth of its business and to review its
corporate governance practices from time to time to ensure they comply with

the CG Code and align with the latest developments.

BOARD OF DIRECTORS
Responsibilities

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

objectively in the best interests of the Company.

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

all shareholders.

Every director shall ensure that he/she carries out his/her duty in good faith
and in compliance with the standards of applicable laws and regulations, and

acts in the interests of the Company and its shareholders at all times.
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DELEGATION OF MANAGEMENT FUNCTIONS

The Board undertakes responsibility for decision making in major Company
matters, including: the approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management systems,
material transactions (in particular those may involve conflict of interests),
financial information, appointment of directors and other significant financial

and operational matters.

All directors have full and timely access to all relevant information as well as
the advice and services of the Company Secretary, with a view to ensuring

that Board procedures and all applicable rules and regulations are followed.

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

to the Board.

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

into by the abovementioned officers.

The Board has the full support of the executive directors and the senior

management to discharge its responsibility.

BOARD COMPOSITION

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

exercising of independent judgment.

The Board currently comprises 5 members, consisting of 2 executive directors
and 3 independent non-executive directors. Members of the Board are

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

Rules.

During the year ended 31 December 2011, the Board at all times met the
requirements of the Listing Rules relating to the appointment of at least
three independent non-executive directors with at least one independent
non-executive director possessing appropriate professional qualifications, or

accounting or related financial management expertise.

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

independence guidelines set out in the Listing Rules.

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

Nomination and Remuneration Committees of the Company.
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APPOINTMENT, RE-ELECTION AND REMOVAL OF
DIRECTORS

The procedures and process of appointment, re-election and removal
of directors are laid down in the Company’s Bye-laws. The Nomination
Committee is responsible for reviewing the Board composition, developing
and formulating the relevant procedures for nomination and appointment of
directors, monitoring the appointment and succession planning of directors
and assessing the independence of independent non-executive directors.
Details of the Nomination Committee and its works performed during the
year ended 31 December 2011 are set out in the “Board Committees”

section below.

In accordance with the Company’s Bye-laws which were amended by a
special resolution at the annual general meeting held on 30 May 2007 for
the purpose of compliance with the CG Code, all directors of the Company
are subject to retirement by rotation at least once every three years and any
new director appointed to fill a causal vacancy or as an addition to the Board
shall submit himself/herself for re-election by shareholders at the first general

meeting after appointment.

Code provision A.4.1 of the CG Code stipulates that non-executive directors

should be appointed for a specific term, subject to re-election.

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

meeting after appointment pursuant to the Company’s Bye-laws.

TRAINING FOR DIRECTORS

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

arranged whenever necessary.
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REARE

Board Meetings

Number of Meetings and Directors’ Attendance

During the year ended 31 December 2011, regular Board meetings were held
for reviewing and approving the financial and operating performance, and
considering and approving the overall strategies and policies of the Company.
Most important resolutions agreed in Board meeting had already been made
by all directors including both executive and independent non-executive

directors.

No Risk Management Committee meeting were held for the year ended 31

December 2011.

The attendance records of each director at the meetings of the Board, Audit
Committee, Remuneration Committee and Nomination Committee during

the year ended 31 December 2011 are set out below:

ExEe3
EHHEHEEL ELHE

REE-_T——F+-_A=+—HILFE &
ZEERTHTEE AR RILERRRZ
B RRERE  UEBRIERAR 2 EE
REMBR - BEFEERHELEATIREZRSE
BRAERES (BRATIELIFNTES)
fEH

RREEZBEERBE—_F——F+_A
=t BULEFEYERTER-

MEE-F——&+-A=+—ALEE &
EFREFY BHEAG FMEAQRE
AEARSEAZEARERSNT

Meetings Attended/Eligible to Attend

Audit Remuneration Nomination
Name of Directors Board Committee Committee Committee
BHE AERLEEzEE
EENE Exg Eiz8e FMEse REZEES
Huang Bogji (Note 1) A8 (K1) 10/10  Not Applicable 2/2 3/3
TEA
Du Chunyu (Note 1) HER (M 9/10  Not Applicable 2/2  Not Applicable
TEA T iE A
Zhou Mingchi (Note 2) BB (Fi5E2) 9/9 11 11 11
Wong Yan Ki, Angel (Note 2) = RE (f5E2) 9/9 11 171 171
Zhang Liang (Note 3) K5 (MFE3) 2/2 0/0 0/0 0/0
Ma Jun Li (Note 4) BAEA (Fstd) 11/11  Not Applicable 11 2/2
TEA
Zhang Da Qing (Note 4) RARE (FsEd) 11/11  Not Applicable  Not Applicable  Not Applicable
TEA i A A
Ng Tang (Note 5) R (KEEs) 3/3  Not Applicable 0/0 0/0
TEA
Ren Zheng (Note 5) E4% (BT3E5) 2/3  Not Applicable ~ Not Applicable  Not Applicable
TEA i A A
Yao Haixing (Note 6) gL (MisEe) 1/11  Not Applicable ~ Not Applicable ~ Not Applicable
TEA TiEA TEA
Chung Kwo Ling (Note 7) MEIE (H3E7) 8/11 212 1”1 171
Chan Ngai Sang, Kenny (Note 8) BRER A4 (BiT5E8) 2/3 11 0/0 0/0
Xing Hua (Note 8) TeEE (B3E8) 1/3 0/1 0/0 0/0
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Notes:

Mr. Huang Bogi and Mr. Du Chunyu were appointed as executive directors
with effect from 24 June 2011 and therefore had not attended any meeting
prior to that date.

Mr. Zhou Mingchi and Ms. Wong Yan Ki, Angel were appointed as
independent non-executive directors and members of certain committees
with effect from 24 June 2011 and therefore had not attended any meeting
prior to that date.

Mr. Zhang Liang was appointed as independent non-executive directors
and member of certain committees with effect from 4 October 2011 and
therefore had not attended any meeting prior to that date.

Ms. Ma Jun Li and Mr. Zhang Daging had resigned as executive directors
and members of certain committees with effect from 4 October 2011 and

therefore had not attended any meeting after that date.

Mr. Ng Tang and Mr. Ren Zheng had resigned as executive directors and
members of certain committees with effect from 24 June 2011 and
therefore had not attended any meeting after that date.

Ms. Yao Haixing has resigned as non-executive director with effect from 4
October 2011 and therefore had not attended any meeting after that date.

Ms. Chung Kwo Ling has resigned as independent non-executive director
and member of certain committees with effect from 4 October 2011 and

therefore has not attended any meeting after that date.

Mr. Chan Ngai Sang, Kenny and Ms. Xing Hua had resigned as independent
non-executive directors and member of certain committees with effect from
24 June 2011 and therefore had not attended any meeting after that date.
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Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting are normally

made available to directors in advance.

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

notice is generally given.

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

and independent access to the senior management whenever necessary.

The Chairman and Company Secretary attend almost all regular Board
meetings and when necessary, other Board and committee meetings to
advise on business developments, financial and accounting matters, statutory

compliance, corporate governance and other major aspects of the Company.

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

final version is open for directors’ inspection.

According to current Board practice, any material transaction, which involves
a conflict of interests for a substantial shareholder or a director, will be

considered and dealt with by the Board at a duly convened Board meeting.

The Company’s Bye-laws also contain provisions requiring directors to abstain
from voting (or not be counted in the quorum) at meetings for approving
transactions in which such directors or any of their associates have material

interest.

EHEHARE

BFeIRRAREEREE
FERARMTES-

SEBERAE

EE2PTERBAENERRTAED14KR
REMAEF ENHMEFERZBEEH
—REBEHAEBEA-

EEXMER—EE -

5
EXgeRdREggRBTNED
ARXBESE REF/ANERRFZR

A B - E%?RZEEI{’E&%H'I%ZRE
FERBRESTARERTERSTUEY
CEESRERE-

SHom
g % F>T+ =
i mE}

>

ITFERATDMELHERSNDESSIITER
(MBE)EMBEFENZEREH UBAEARQ
RIZFEBRE MBREFFE BTER A
AERAREMEIESFERHTER

/AETW%EE1%T?%§B%$QQE§&§§@@

SR ERLBRIR - RENEBRE
FR-BRAERBAARESEHN EFTL
RHEER 2BREIERNAHTESTER-

REEFERTER NBEEANEARSE R

FTERRREF 2 ASEHR HHEFFEN
CHESESH BRiE o

ARRE 2 ARABRITRE A R IREESENE
EZEEFIREEMBEALIREREEKR
BEZXZHNE ERERE (RTFHEEE
EAHA) -



BESBEZERERAT 201158

Corporate Governance Report

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code Provision A.2.1 stipulates that the roles of chairman and chief executive
officer should be separated and should not be performed by the same
individual. Mr. Huang is the chairman of the Board. The Company has no
such title as the chief executive officer currently. Given the current size and
structure of the Company, the Board is of the view that though there is no
chief executive officer, the balance of power and authority is ensured by
the operation of the Board, which comprises experienced individuals and
meetings between the directors and the management are held from time
to time to discuss issues relating to operation of the Company. The Board
also believes that the current structure is conducive to strong and consistent
leadership, enabling the Company to make and implement decisions

promptly and efficiently.

BOARD COMMITTEES

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

The Board committees are provided with sufficient resources to discharge
their duties and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the Company’s

expenses.
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AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive directors,
namely Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel and Mr. Zhang Liang.
Among the committee members, one of them possess the appropriate
professional qualifications or accounting or related financial management
expertise. None of the members of the Audit Committee is a former partner

of the Company’s existing external auditors.
The main duties of the Audit Committee include the following:

(@) To review the financial statements and reports and consider any
significant or unusual items raised by the qualified accountant, internal

auditor or external auditors before submission to the Board.

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

auditors.

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

and associated procedures.

The Audit Committee held two meetings during the year ended 31
December 2011 to review the financial results and reports, financial reporting
and compliance procedures, report on the Company'’s internal control and
risk management review and processes and the re-appointment of the
external auditors.

The attendance records of the Audit Committee are set out under “Board

Meetings” on page 18.

The Company’s annual results for the year ended 31 December 2011 has

been reviewed by the Audit Committee.
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NOMINATION COMMITTEE

The Nomination Committee comprises one executive director and three
independent non-executive directors, namely Mr. Huang Bogi, Mr. Zhou

Mingchi, Ms. Wong Yan Ki, Angel and Mr. Zhang Liang as members.

The principal duties of the Nomination Committee include the following:

e To review the structure, size and composition of the Board and make

recommendations regarding any proposed changes;

e  To develop and formulate relevant procedures for nomination and

appointment of directors and senior management;

e To identify suitable candidates for appointment as directors and senior

management;

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

management; and

e  To assess the independence of the independent non-executive

directors.

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

selection process when necessary.

The attendance records of the Nomination Committee are set out under

“Board Meetings” on page 18.
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In accordance with the Company’s Bye-laws, all five directors shall retire
by rotation and being eligible, offer themselves for re-election at the

forthcoming 2012 annual general meeting.

The Board recommended the re-appointment of the directors standing for re-

election at the forthcoming annual general meeting of the Company.

REMUNERATION COMMITTEE

The Remuneration Committee comprises five members, namely Mr. Huang
Bogi, Mr. Du Chunyu, Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel and
Mr. Zhang Liang as members. The primary objectives of the Remuneration
Committee include making recommendations on and approving the
remuneration policy and structure and remuneration packages of the
executive directors and the senior management. The Remuneration
Committee is also responsible for establishing transparent procedures
for developing such remuneration policy and structure to ensure that no
director or any of his/her associates will participate in deciding his/her own
remuneration, which remuneration will be determined by reference to the
individual performance and the operating results of the Company as well as

the market conditions and practice.

During the year ended 31 December 2011, the Remuneration Committee
had reviewed the existing remuneration packages of all the independent
non-executive directors, and also recommended the new remuneration of
executive Director, Mr. Huang Bogi, Mr. Du Chunyu, Mr. Zhou Mingchi, Ms.
Wong Yan Ki, Angel and Mr. Zhang Liang, for the Board's approval.

The attendance records of the Remuneration Committee are set out under

“Board Meetings” on page 18.
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The Remuneration Committee normally meets for reviewing the
remuneration policy and structure and determination of the annual
remuneration packages of the executive directors and the senior
management and other related matters when needs arise. The Human
Resources Division is responsible for collection and administration of the
human resources data and making recommendations to the Remuneration
Committee for consideration. The Remuneration Committee shall consult the
Chairman and/or the Board of the Company about these recommendations

on remuneration policy and structure and remuneration packages.

RISK MANAGEMENT COMMITTEE

The Risk Management Committee comprises 2 executive directors and
3 independent non-executive directors, namely Mr. Huang Bogi, Mr. Du
Chunyu, Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel, and Mr. Zhang Liang
as members. The Risk Management Committee primarily focuses on raising
the level of management awareness of, and accountability for the business
risks faced by the Group’s business operations. In meeting its responsibilities,
the Committee seeks to put in place policies and procedures to provide a

framework for identification and management of risks.

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

exceed the scope of principal business activities of the Group.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code") as set out in Appendix 10 to the
Listing Rules. Specific enquiry has been made of all the directors and the
directors have confirmed that they have complied with the Model Code

throughout the year ended 31 December 2011.

DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the financial

statements of the Company for the year ended 31 December 2011.

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

complied with.

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

the Board for approval.

AUDITORS' REMUNERATION

The statement of the external auditors of the Company about their reporting
responsibilities on the consolidated financial statements is set out in the

"“Independent auditor’s report” on page 40.

An analysis of the remuneration paid to the external auditors of the
Company is shown on note 11 of the “Notes to the Consolidated Financial

Statements” on page 104.

HERXZNRESTA

ARARERM LT AR RIS+ A8 L EITA
ERETESFRZNRESTR| ([FRETR]) -
RARRIAMBESFFLRTERR HEE
BRRBE—_T——F+t_A=t—HLFE
N—EBTRETA -

ESEHRRVMBRRAEZERE

EEROHARNAARRE"S——F 1=
A=+—ALFENREREZBE -

EFARERERAATYHERRZBRE U
R BREAE AT R A EE 2 Bt
B ARG EWAT AT LEA a5t
8 -

ApRERERESSRHMERER  UE
FERURETESEMEZARRMBKE
RGO - 1T A 2 FE A

i

BB AT B
BRARASMNS KB E R AR A BB RE
2 BRI FAE I B BB SEA0ELZ (B3
BBETR ] -

AR R AINERZEREDN S 2 B2 8 D AT 5B
1048 2 4R A M MARME] < MisE1 -



BHESBEZERERAT 201158

Corporate Governance Report

INTERNAL CONTROLS

Under Code Provision C.2.1, the Board is responsible for maintaining an
adequate internal control system to safeguard shareholder investments and

Company assets, and reviewing the effectiveness of such on an annual basis.

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

and to safeguard assets of the Group.

During the year ended 31 December 2011, the Board and the Audit
Committee has discussed and reviewed the internal control system and
the relevant proposal made by senior management in order to ensure an
adequate and effective system of internal control. The Board believes that the

existing internal control system is adequate and effective.

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

following:

e the organizational structure is clearly defined with distinct lines of

authority and control responsibilities.

e a comprehensive financial accounting system has been established
to provide for performance measurement indicators and to ensure

compliance with relevant rules.

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

significant risks.

o unauthorized expenditures and release of confidential information are

strictly prohibited.

o specific approval by executive director prior to commitment is required

for all material matters.

e the management shall review and evaluate the control process and
monitor any risk factors on a regular basis and report to the Audit
Committee on any findings and measures to address the variances and
identified risks.

EEAEE

R EBEE 12

REBETARXEC2.1F EFEREMFEN
ZNEPEEIEHE - MREBARR ZIRE R A A F
LEE UYBFEMZERRIKN-

AEEZABEEHEE EIRELEIHER
W MEMERB2AEERTEER A
BIER BPEREREERR  URRER
SHEEE-

—E——F+ZA=t+—HILEE &
IEAZ B R0 RARE AEPEE S E
ReREBREBELD ZAERR ABRARE
ZHIERAMIT AR -EFTSHRE - RAR
MEZEGEDSRAATZER

RE
=

i3
o

AEBAMEEGERFEATES:

o HEARBEABW EEEANH-

o RIUPHZMBEHIE RHUXKREE
IR WHERTABBARA-

e DBRERERAZTEBTCEARR MK
R RERARTEGEFETE -

o EBEEREEEMAXMBERETES-

o AWMIAEAREEA
Z BBt

BERGHITES

o EREEATEHRN L GEEEFMER
R E - AR RERIE LR
R ERE  AEZZ B RERER
P15 S B2 Hh FE S8 it o

27



28

China Best Group Holding Limited Annual Report 2011

Corporate Governance Report
TEERHRE

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

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

decision.

The Company continues to enhance communications and relationships with
its investors. Enquiries from investors are dealt with in an informative and
timely manner. Investors may write directly to the Company at its principal

place of business in Hong Kong for any inquiries.

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

access.

SHAREHOLDER RIGHTS

The Company has adopted a policy of disclosing clear and relevant
information to the shareholders of the Company in timely manner. The
general meeting(s) of the Company provides a forum for communication

between shareholders of the Company and Directors.

Review of the general meeting proceedings had been carried out by the
Board from time to time so as to ensure that the Company had followed
the best corporate governance practices. Notice of the general meeting
together with circular setting out details of each of the proposed resolutions
(including procedures for demanding a poll where required under CG
Code), voting procedures and other relevant information were delivered
to all the shareholders of the Company with sufficient notice as required
under the Listing Rules and the Bye-laws of the Company before the date
appointed for the general meeting. At the commencement of the general
meeting, procedures for demanding where required and conducting a poll
were explained by the chairman of the meeting to the shareholders of the
Company and the votes cast were properly counted and recorded by the
scrutineer appointed by the Company. Poll results will be published and
posted on the websites of the Company and of the Stock Exchange on the

business day following the general meeting.
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Mr. Huang Boqi (“Mr. Huang")

Mr. Huang, aged 46, obtained his bachelor degree in engineering at
Southern China University of Technology, the PRC in 1987 and obtained a
master degree in economics from Jiangxi University of Finance and Economics
in 1999. He was an executive director and interlocking chief executive officer
of Goldmond Holdings Limited (Stock Code: 8190) from 2005 to 2010. He
has over 15 years experience in sales and operations management, corporate
finance and merger and acquisition transactions. He also has experience
in the field of information technology and electronics industries as well as

mining industry.

Mr. Du Chunyu (“Mr. Du”)

Mr. Du, aged 52, received a doctor degree in business administration at
the Shanghai Jiao Tong University and an executive master of business
administration degree at Cheung Kong Graduate School of Business. He
is a director of a logistic company which is set up in China. Specializing in
the logistics of dangerous goods for years, he is an expert in the logistics of
dangerous goods and supply chain management in China. He is chairman
member of the Committee of Fireworks and Firecrackers under China

Federation of Logistics & Purchasing.

Mr. Zhou Mingchi (“Mr. Zhou")

Mr. Zhou, aged 52, is a senior mining engineer and has extensive experience
in coal mining industry over 25 years. He received his bachelor degree in
mining from Hebei Mining Industry College. He is currently the Deputy head

of the Shanxi Branch of Hefei Design and Research Institute of Coal Industry.
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Mr. Wong Yan Ki, Angel (“Ms. Wong")

Ms. Wong, aged 40, obtained a Bachelor degree of Arts in International
Accounting from Xiamen University, a Post-Graduated certificate in
Professional Accounting from the City University of Hong Kong and a master
degree of business administration from Cheung Kong Graduate School
of Business. Ms. Wong is a fellow member to the Institute of Financial
Accountants, a full member to the Society of Registered Planners and a full

member of Singapore Institute of Directors.

Ms. Wong has extensive experience in the accounting, consultancy and
investment industry. Ms. Wong is also the independent non-executive
director of Oriental Unicorn Agricultural Group Limited, a company listed in
the Gem board of The Stock Exchange of Hong Kong Limited. (Stock Code:
8120).

Mr. Zhang Liang (“Mr. Zhang”)

Mr. Zhang, aged 59, has extensive experience in coal industry over fifteen
years. He received his master degree from Dongbei University of Finance and
Economics. He is currently the President of The Coal Bed Methane Industry
Association of Shanxi Province (ILFEEEERITEWE ) and the Chairman
of Zhaohui Industry Investment Fund Management Limited (BRI E E K&
HEEERF).

Mr. Chan Cheuk Ho (“Mr. Chan”)

Mr. Chan, aged 45, is the chief financial officer and company secretary of the
Company since July 2011. Mr. Chan obtained a master degree in Business
Administration from the University of Manchester in 2003 and a bachelor’s
degree in Business Administration from the Chinese University of Hong
Kong in 1989. Mr. Chan is a fellow member of the Hong Kong Institute of
Certified Public Accountants since 2003. In the past twenty years, Mr. Chan
was finance director, financial controller and company secretary of several
listed companies in Hong Kong. He is currently an independent non-executive
director of Eagle Nice (International) Holdings Limited, a company listed in
the Mainboard of The Stock Exchange of Hong Kong Limited (Stock Code:
2368).
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The directors present their annual report and the audited consolidated

financial statements for the year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its principal
subsidiaries are set out in notes 32, 33, 34 and 41, respectively, to the

consolidated financial statements.

RESULTS

The results of the Group for the year are set out in the consolidated statement

of comprehensive income on page 43 of the annual report.

INVESTMENT PROPERTY

The Group’s investment property at 31 December 2011 were revalued by an
independent firm of professional property valuer on a fair value basis. Details
of the investment property of the Group during the year are set out in note

18 to the consolidated 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 16 to the consolidated financial

statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during the year are

set out in note 30 to the consolidated financial statements.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased,

sold or redeemed any of the Company’s listed securities.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2011, in the opinion of the directors, the Company had no

reserves available for distribution to shareholders (2010: Nil).

DIRECTORS

The directors of the Company during the year and up to the date of this

report were:

Executive Directors

Mr. Huang Bogi (Chairman) (Appointed on 24 June 2011)

Mr. Du Chunyu (Deputy Chairman) (Appointed on 24 June 2011)

Ms. Ma Jun Li (Chairman) (Resigned on 4 October 2011)

Mr. Ng Tang (Deputy Chairman) (Resigned on 24 June 2011)

Mr. Zhang Da Qing (Chief Executive Officer) (Resigned on 4 October 2011)
Mr. Ren Zheng (Resigned on 24 June 2011)

Non-Executive Director

Ms. Yao Haixing (Resigned on 4 October 2011)
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Independent Non-Executive Directors

Mr. Zhou Mingchi (Appointed on 24 June 2011)

Ms. Wong Yan Ki, Angel (Appointed on 24 June 2011)

Mr. Zhang Liang (Appointed on 4 October 2011)
Ms. Chung Kwo Ling (Resigned on 4 October 2011)
Mr. Chan Ngai Sang Kenny (Resigned on 24 June 2011)

Ms. Xing Hua (Resigned on 24 June 2011)

In accordance with the clause 86(2) of the Company’s Bye-laws, all five
directors will retire and, being eligible, offer themselves for re-election at the

forthcoming annual general meeting.

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

statutory compensation).

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

laws.

The Company has received, from each of the independent non-executive
directors, an annual confirmation of his/her independence pursuant to Rule
3.13 of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) (the “Listing Rules”). The
Company considers all of the independent non-executive directors are still

independent.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
IN SHARES AND SHORT POSITIONS IN SHARES

As at 31 December 2011, the interests and short positions of the directors
and chief executives and their associates in the shares, underlying shares
and convertible bonds of the Company and its associated corporations as
recorded in the register maintained by the Company pursuant to Section
352 of the Securities and Futures Ordinance (“SFO") or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model Code for

Securities Transactions by Directors of Listed Companies, were as follows:

Long Position in shares and underlying shares of the
Company

EERFETHRAEZROES
ERBRGHZRAE

N_ZE——F+-_A=+—B EERTET
BN BIA R IR S 2 B8 A PR B J Ho A
EEZRD HEERG RITRREST EE
SEERN AR BIRIRE H R A E G ([F5H & A
EE&0]) E3526FE 2 B siifiE Ema
AERETERRHNREFAENGAAT
RSz Em R B IAR :

REQRARGREBRGD 2HFR

Percentage of
the issued
share capital of

Name of Director Capacity Interest in shares the Company
EARDAR BT
EE®SE 514 Rz RAB DL
Mr. Huang Boqi Interest in a controlled corporation 626,161,600 25.75%
(Note)
mAEEE PR R RS (HsE)

Note: These shares are held by Fortune Ever Investments Limited (“Fortune
Ever”). The entire issued share capital of Fortune Ever is held by Capital
Lane Holdings Limited (“Capital Lane”). The entire issued share capital of
Capital Lane is held by Mr. Huang Bogji. Therefore, by virtue of the SFO, Mr.
Huang Bogi was deemed to be interested in all the shares held by Fortune
Ever.

Save as disclosed above and other than certain nominee shares in subsidiaries
held by directors in trust for the Company or its subsidiaries, as at 31
December 2011, none of the directors and chief executives, nor their
associates, had any interests or short positions in any shares, underlying
shares or convertible bonds of the Company or any of its associated

corporations.
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SHARE OPTIONS

Particulars of the Company’s share option scheme are set out in Note 31 to

the consolidated financia

The following table discloses movements in the share options of the

Company during the yea

| statements.
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B

ERAARRARIEIRE B 2 F BN RS MBI
FHTEE3T -

TEREBAQAFABRENFALES:

Surrendered/
Outstanding Granted Exercised Lapsed  Outstanding
Exercise as at during during during as at
Date of grant  Exercisable period price 1.1.2011 the year the year the year 31.12.2011
R® R®
—2--% —2--F
—-A-H FR%E,/ +=A=+-H
it B TS T8 e R AT EREH ERTHRE 33 i R AT
Employees 5.10.2004 5.10.2004 10 5.10.2014 0.3170 224,749 - - (224,749) -
EE “TTNFE —TTME+ARAZE
+ARA “Z-WETAEA
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 1,168,696 - - (1,168,696) -
ZZTHFE  —TTRFAAZTRHEE
NAZ+AR —EZ-RFAA-t+EHA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 20,227,425 - - (20,227,425) -
ZET+F ZTTtFNAZTHZ
NAZ+E  ZE—+HEAA=T+H
Sub-total 21,620,870 - - (21,620,870) -
it
Other eligible  5.10.2004 5.10.2004 t0 5.10.2014 0.3170 5,618,729 - - - 5,618,729
persons —ETWE  —TENEF+ARAE
Hth5&%  +AER “Z-WE+ALA
AT
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 67,649,498 - - - 67,649,498
“ZTRF  ZZEERFNAZTRREE
AAZ+AE —EZ-RFAA-t+HA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 27,194,648 - - - 27,194,648
“ET+F  ZZT+E\AZTHE
NAZ+H —E—+#F\A=t+H
7.9.2007 7.9.2007 t0 7.9.2017 0.6850 13,484,949 - - - 13,484,949
ZET+F ZTTLFNALRZE
NA+E “E—+FNALA
28.9.2007 28.9.2007 t0 28.9.2017 0.7385 4,494,983 - - - 4,494,983
“ZZEF ZEEEFANRAZTARE
NAZFTNABE ZE—+FAAZTNH
Sub-total 118,442,807 - - - 118,442,807
et
Total 140,063,677 - - (21,620,870) 118,442,807

st
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No option under the Share Option Scheme had been granted to any person

for the years ended 31 December 2011 and 2010.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the option holdings above, at no time during the year
was the Company, or any of its subsidiaries, a party to any arrangements to
enable the directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body

corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance, to which the Company or any of its subsidiaries,
was a party and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at any time

during the year.

SUBSTANTIAL SHAREHOLDERS INTERESTS IN
SHARES AND SHORT POSITION IN SHARES

As at 31 December 2011, the interests and short positions of the following
persons other than the Director or chief executive of the Company, in the
Company's shares which fall to be disclosed to the Company pursuant to
Divisions 2 and 3 of Part XV of the SFO and which have been recorded in the
register kept by the Company pursuant to Section 336 of the SFO:

BE-T —FR-T-B5+-A=+—A
LE4F - BEARAR AR AR B FE T A
Bk -

BEROIUEREIE2LZH

B EXRBAIRE 2 BIES ARRREE
BB R B R F R B RSB R L%
B EARREFARREAR R R MEM
AANBRE I SR E TS

EBCERGNER

RERHFAEMERE - AR R SHEAERME
RABETEARFESTERAHBERBEX
BEZEREH-

EBRE 2RO EERRRE
)

RZE——F+ZA=+—8 RAQRRE
BEHF LB GRDIEIBHRATE 2 E LM
B ATEBALT (LHEFRARAEET
BAB)RARRIBROTHEERIEESLAE
EBISEXVERE2 2 8357 B /AR AN A FI B 5E 2 1
WA

Percentage of

the Company’s
issued share

Name Capacity Interest in shares capital

ERRARERST
8 -37) Rz &=
Capital Lane Holdings Limited Interest in a controlled corporation 626,161,600 25.75%

("Capital Lane") (Note 1)
REHI A AR

(Hf5ET)
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Percentage of
the Company’s
issued share

Name Capacity Interest in shares capital
EARRTRE R
8 514 B 13 = BAH S
Fortune Ever Investments Limited Beneficial owner (Note 1) 626,161,600 25.75%
(“Fortune Ever")
EmEAA (1)
Great Soar Holdings Limited Beneficial owner (Note 2) 321,875,000 13.24%
("Great Soar”)
EAERBRAR ([EA]) EmEAA (M532)
Ms Yuen Sze Man Interest in a controlled Corporation 321,875,000 13.24%
(Note 2)
RHTGI L REHI AR (HE2)
Graceful Mind Group Limited Persons having a security 321,875,000 13.24%

(" Graceful Mind")

interest in shares (Note 3)

HEREARAR (THED BERDERERZ AL

(FF7E3)
Notes: B 5

(1) The 626,161,600 shares held by Fortune Ever Investments Limited were held (1) Fortune Ever Investments Limited# 48 2
by Capital Lane Holdings Limited. The entire issued share capital of Fortune 626,161,600% f% {7 Fi Capital Lane Holdings
Ever was held by Mr. Huang Bogji. Limited#5 4 ° Fortune Ever® &2 BT AN

=AM ERE -
(2) The 321,875,000 shares held by Great Soar. The entire issued share capital (2) 321,875,000i8 &0 ERIEAFFE - BA L HE
of Great Soar was held by Ms. Yuen Sze Man. By virtue of the SFO, Ms. Yuen BITRABRNE LT FHE - RRES LB
Sze Man was deemed to be interested in all the shares held by Great Soar. B0 RIS A TR AEEBAFMES
BB D 2 M s o

(3) The 321,875,000 shares has been pledged to Graceful Mind by Great  (3) 321,875,0000 /%) B 1R B B EIEH R —
Soar as per the Mortgage Agreement dated 23 September 2011 between E——FNAZ+ =B ZERERR
Graceful Mind and Great Soar. AEPTIHE

Save as disclosed above, the Company has not been notified of any other B EFYHEEN R-_T——&+—H
=t— B ARBELETABRARE D EITR

RZ A EMRREERIORR

relevant interests or short position in the issued share capital of the Company
as at 31 December 2011.
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MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the Group'’s five largest customers for the
year ended 31 December 2011 were more than 30% of the total sales. The
aggregate purchase attributable to the Group'’s five largest suppliers for the

year ended 31 December 2011 were more than 30% of the total purchases.

EMOLUMENT POLICY

The Board established the Remuneration Committee in accordance with the
Listing Rules. The Committee comprises five members, namely Mr. Huang
Bogi, Mr. Du Chunyu, Mr. Zhou Mingchi, Ms. Wong Yan Ki, Angel and Mr.
Zhang Liang.

Summary of duties and works of the Remuneration Committee is set out in

the “Corporate Governance Report” in this annual report.

The emolument policy of the employees of the Group is set up by the
Remuneration Committee on the basis of their merit, qualifications and

competence.

The emoluments of the directors of the Company are recommended by the
Remuneration Committee, having regard to the Group’s operating results,

individual performance and comparable market statistics.

The Company has adopted a share option scheme as an incentive to directors
and eligible employees, details of the scheme is set out in note 31 to the

consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Bye-
laws, or the laws of Bermuda, which would oblige the Company to offer new

shares on a pro-rata basis to existing shareholders.

TEFFRHKRES

BE_ZT——F+-_A=+—BLEE K
EERIARFPZHEEA R HBHERBA
30% MASERAREIRNHE-_T——F
+tZA=+-BLFEZRBEEA MORRE
FHEB30% °

B = R

EZeCRELTRAKIFMNEZES -Z8
eHAEKEERELEE HEREL BHA
WL EMBE R RRTEEAK-

FMEESGCBERIERECHREAFR

[EEARE] e

rEERECMEBRAFHEZESREEZ
KRB BERBEDMHIE -

AATEEZHEMFMES R EAEE
W EE T AARERE LB TSN
ST -

JiE]

ARBDRMBRETEINIBES REER
BE HEFBENREYBHRERMEI -

BrBEER

ARAT 22 AR B FE A I MBIR AL
BRI R B 6 AR 2 (SR E
iE



SUFFICIENCY OF PUBLIC FLOAT

Based on the information available to the Company and within the
knowledge of the directors, the Company has maintained a sufficient public

float throughout the year ended 31 December 2011.

AUDITORS

The consolidated financial statements for the year have been audited by
SHINEWING (HK) CPA Limited, the auditors of the Company, who retire and,

being eligible, will offer themselves for re-appointment.

On behalf of the Board
Huang Boqi
CHAIRMAN

29 March 2012
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SHINEWING (HK) CPA Limited
43/F., The Lee Gardens

feksPda

Shine‘ZOan

33 Hysan Avenue
Causeway Bay, Hong Kong

TO THE MEMBERS OF CHINA BEST GROUP HOLDING LIMITED
HMEEEZRERAT

(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China Best
Group Holding Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 43 to 135, which comprise
the consolidated statement of financial position as at 31 December 2011,
and the consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for
the year then ended, and a summary of significant accounting policies and

other explanatory information.

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.

HEEREZRERATF
(RERZAMAK L2 ERAF])
B R R

BRMEBZFEI3E138 ATl EEEERE

REN(TERA) REMBAR (FEAIE
;EKJ)Z,Z EUB®RE HEER -2 —F
TZA=+—BZHRAMBRRE UREE
ZAILFEZRAZHEKRSR RERRSED
ERIEEHERE TEEHBRME

NEAM R E R -

EERGeVBBER2EMR

I

AR EFAARRBEELESTMAGTRM
HREMBEREEIN BB ARG 2 HERTE
RAEBEBERNTVZEAMBRE URHES
RRARENFEARNERERMER 2 E
Rt 2 #7 A B 5 R 1 = 1B 4 2 2 A

EEaR-
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AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you, as a
body, in accordance with Section 90 of the Bermuda Companies Act, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements

are free from material misstatement.

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

consolidated financial statements.

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

appropriate to provide a basis for our audit opinion.

B 2B E

BREE 2 BT

BRZEENRBERMZEBRIIE BZEELR
BUBBRBLEER URBARERRES
WFERZBBRRBERMIER Bk A
S BMZwE T BIERMAR  RABT
RAREZAR SEMEMALATRIRE
FEREE-RANRBERBEHMASHEMZ
BEZEEAETER I ZFEAZRH
PIETERAE YRS RBITESR UEHE
R A M BREAED M EEREARERR
o

i

B IAEY RFNITIZ 7 PARRTS BiAR & B 5 Rk
PBBBELREEEAR I ERRE -TER
Z 12 Fr R R SR 1 H B - B A S R KGR 3K
HRMEBBE AU BREFAERERRLZ
BERZERBRER  RBA e EE
NG TEER- o RNEZEEEMBHRRERL
N BPE = BRERBRERER
BIFRARZAMERE KB ERER B
BTENBRIGEETARAZETRRES
B RFfERz @5t st R B A U RFF
MEFEEPBHRRZEBEI TR -

AZBEEERME S RALEE 2 EXR
BAMERIEHBEZE R 2 &/ -
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OPINION

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

Ordinance.

SHINEWING (HK) CPA Limited
Certified Public Accountants

Ip Yu Chak

Practising Certificate Number: P04798

Hong Kong
29 March 2012
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Consolidated Statement of Comprehensive Income

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—AUFE

ReEZEWER

2011 2010
Notes HK$'000 HK$'000
R —z-—%%F
B 5 FET FHET
Turnover - 7 190,553 61,417
Revenue W s 8 34,044 7,860
Cost of sales $HE A (26,831) (4,781)
Gross profit EH 7,213 3,079
Other income E A 9 1,717 406
Selling and distribution expenses $HE Ko iH> (151) =
Administrative expenses TH X H (24,549) (33,439)
Fair value changes on investment BEWMERNTEES
property 420 (360)
Realised gain on investments held FHERX B2 B # R
for trading 24,359 127
Fair value changes on investments RERGIEEZ AT EES)
held for trading (1,423) (23,619)
Loss on deregistration of subsidiaries M/ A Rl EEE Al 2 518 34 - (1,208)
Finance costs A& B AR 10 (734) (268)
Profit (loss) before tax B AT m A (B8 ) 1 6,852 (55,282)
Income tax expenses FriSFiF X 13 (1,231) (10)
Profit (loss) or the year FNm@A (EE) 5,621 (55,292)
Other comprehensive income Hg2EKA (XH)
(expenses)
Exchange differences arising on REREEZIENZ8
translation 124 6,649
Exchange reserve upon disposal of o 5 BT B A B BRE 2 BB L R
subsidiaries (340) =
Exchange reserve upon deregistration AN ENGIEE EisEE Rl o
of subsidiaries bE X R 34 - (5,971)
Total comprehensive income FREEMBA (ZH)B5E
(expenses) for the year 5,405 (54,614)
Profit (loss) for the year FREFl (E8) BT IS EEL:
attributable to:
Owners of the Company AABEEA 5,896 (55,255)
Non-controlling interests R (275) (37)
5,621 (55,292)
Total comprehensive income Z2HEIKA (ZH)EEAT
(expenses) attributable to: FIEEA
Owners of the Company KAREB A 5,679 (54,587)
Non-controlling interests FERE R (274) 27)
5,405 (54,614)
Earnings (loss) per share BREF (&HE) 15
- Basic and diluted (HK cents) —EARREE (W) 0.27 centsfli  (2.62) centsfll
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R E B AR 3=

As at 31 December 2011 R=—F——4%#+=F=+—H

2011 2010
Notes HK$'000 HK$'000
—E2——-F —E-ZF
B FET FAT
Non-current assets FEREEE
Property, plant and equipment L EN IS e ] 16 53,228 571
Prepaid lease payment BT 17 202 -
Investment property EYE 18 1,920 1,500
Available-for-sale investments AHERE 19 7,500 7,500
Goodwill S 20 36,365 -
99,215 9,571
Current assets MENE E
Prepaid lease payment ENEE 17 24 =
Inventories T& 21 3,198 -
Trade and other receivables JE UK B 3R B L th FE MR SR IR 22 32,466 2,274
Held for trading investments BEZ F18E 23 27,956 74,533
Deposits placed with security brokers TR BHELITZIFR 24 355 609
Bank balances and cash IRITEBR IR E 25 302,883 248,196
366,882 325,612
Current liabilities mE B &
Trade and other payables AT R R e L b B A5 R IE 26 58,778 14,842
Loan from a related company BAEQRER 27 23,346 =
Loan from a non-controlling interest BB A R SEE R E 2= B K
of a subsidiary 28 21,125 -
Tax liabilities MIBEE 6,870 5,600
110,119 20,442
Net current assets mEBEFE 256,763 305,170
355,978 314,741
Capital and Reserves A& A R 5 8
Share capital [N 30 121,584 105,490
Reserves & 224,613 209,278
Equity attributable to owners of the RRAREB AEGER
Company 346,197 314,768
Non-controlling interests FEPE R e 7,378 (27)
Total Equity R R RE 353,575 314,741
Non-current liability eI =N
Deferred tax liabilities BEEBIBEE 29 2,403 -
355,978 314,741

FAEIBEZHEEMBRRENR T ——F
ZACThAARKESTSHAERRETE X h
NIRKRZEE

The consolidated financial statements on pages 43 to 135 were approved
and authorised for issue by the board of directors on 29 March 2012 and are
signed on its behalf by :

Huang Boqi Du Chunyu
(=) HEM
Director Director

EZE EZE
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Consolidated Statement of Changes in Equity

GEEREEX

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—AUFE

Share Non-
Share Share Contributed  Translation options  Accumulated controlling
capital premium surplus reserve reserve losses Total interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Note)
R R (E YRS BERE BRERE RitE#E @it FERER st
FiEn FET FET FiEn FiET FET TET FiEn FiET
(haE)
At 1 January 2010 R-ZT-ZTF-fA—-H 105,490 268,489 1,996 (850) 41,749 (47,519) 369,355 - 369,355
Loss for the year FRER - - - = = (55,255) (55,255) 37) (55,292)
Other comprehensive income for the year ~ FRE M2 FE WA - - - 668 - - 668 10 678
Total comprehensive income FERZERA (X)) E%
(expenses) for the year - - - 668 - (55,255) (54,587) (27) (54,614)
At 31 December 2010 and RIE-BFT-A=1+—H
1 January 2011 E=T—%-f— 105,490 268,489 1,996 (182) 41,749 (102,774) 314,768 @7) 314,741
Profit (oss) for the year FREM (BH) = = = = = 5,896 5,89 @75) 5,621
Other comprehensive income FREMZERA (i)
(expenses) for the year - - - (217) - - (217) 1 (216)
Total comprehensive income FERZERA (X)) E%
(expenses) for the year - - - (217) - 5,896 5,679 (274) 5,405
Issue of shares for acquisition of RBYERBAR
subsidiaries (Note 32) (Bi7E32) METTAR (D 16,094 9,656 - - - - 25,750 7,679 33,429
Effect of share options lapsed DEABEREZVE - - - - (10,617) 10,617 = =
At 31 December 2011 e = 121,584 278,145 1,996 (399) 31,132 (86,261) 346,197 7,378 353,575

Note: The contributed surplus of the Group represents the difference between Mid: AEEZBABBREBEARARS R

the nominal value of the shares of the subsidiaries acquired pursuant to —NNANFEBBHERZIMBRARE
the reorganisation prior to the listing of the Company’s shares on the R =T AT - AR 4R B AR P IR BT B A B 2 Ak
Main Board of The Stock Exchange of Hong Kong Limited in 1996 and the PEERELRKIEMETZAARRNE

nominal value of the Company'’s shares issued in exchange. BzZE#-
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wT\ EE%/}ILE'IEE

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAUFE

Flows

2011 2010
HK$'000 HK$'000
—B——F —T-FF
FET FAT
OPERATING ACTIVITIES ReEx
Profit (loss) before tax BrE R A (ET1E) 6,852 (55,282)
Adjustments for: B TFIEE EH A%
Dividend income from investments FHERZ ZEERBEBA
held for trading (3.443) (1,526)
Depreciation of property, plant and M MR RERETE
equipment 1,523 142
Amortisation of prepaid lease TR 78 & 2 8
payment 5 -
Realised gain on investments held FERXRSREZE#R IR
for trading (24,359) (127)
Fair value changes on investments FERGIEE 2 AT EE
held for trading 1,423 23,619
Gain on disposal of subsidiaries HEH B ARz W= (340) =
Finance costs A& KA 734 268
Gain on disposal of property, plant B WS MRS R R 2 W
and equipment (24) -
Impairment loss recognised in HEUOIR KRR 2 R E B
respect of trade receivables - 180
Loss on deregistration of Lz NIk € Es il o |
subsidiaries - 1,208
Written off of property, plant and HH S MRS R AR
equipment 8 -
Fair value changes on investment KEYMEZ ATEE
property (420) 360
Interest income FE U A (1,307) (228)
Operating cash flows before EEESBEA 2
movements in working capital KERERE (19,348) (31,386)
Decrease in inventories FER D 14,487
Increase in trade and other receivables & WK 3R K L A i WO R824 A0 (19,608) (1,908)
Decrease (increase) in investments FRHERZ IR E R/ (38)
held for trading 69,513 (44,284)
Decrease in deposits placed with TEHR 8 A 4817 2 T sOR
security brokers 254 8,405
(Decrease) increase in trade and JE AT R X R EL A B {5 RIE
other payables (R A ) 3 AN (3,078) 828
Cash generated from (used in) LEFRF (FRA)2BRSE
operations 42,220 (68,345)
Overseas tax refund AEINEE] S TREE] 39 34
NET CASH FROM (USED IN) OPERATING &£ Fr18 (FTA) 2
ACTIVITIES Re&FHE 42,259 (68,311)
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Consolidated Statement of Cash Flows
wT\ Eﬁﬁ/}lb%%‘%

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—AUFE

2011 2010
HK$'000 HK$'000
—2——-F —T-ZF
FET FAT
INVESTING ACTIVITIES REEE
Dividend income from investments BHERXZHEREREWA
held for trading 3,443 1,526
Interest received B U FI B 1,307 228
Net cash inflow on disposal of HEMBARZRE
subsidiaries AR 33 299 -
Proceeds on disposal of property, HEWE  HeS MR
plant and equipment Z TS RIE 24 -
Purchase of property, plant and BEME R REE
equipment (193) -
Net cash outflow on acquisition of WERBARZES
subsidiaries i F R 32 (12,853) =
NET CASH (USED IN) FROM INVESTING ~ &R&ES (FTA) Fi8z
ACTIVITIES HEFEHE (7,973) 1,754
FINANCING ACTIVITIES MEEE
Loan from a non-controlling interest Mt A R SEE AR R 2 B
of a subsidiary 21,125 -
Interest paid BT & (734) (268)
Decrease in margin loan payables ERFRERRD - (161)
NET CASH FROM (USED IN) FINANCING R ESEBIFTE (FTA) 2B F5E
ACTIVITIES 20,391 (429)
NET INCREASE (DECREASE) CASHAND HRE&RRELEEHER Z
CASH EQUIVALENTS B ORd) =8 54,677 (66,986)
CASH AND CASH EQUIVALENTS R—A—BzRERELEHEER
AT 1 JANUARY 248,196 314,504
Effect of foreign exchange rate changes [ & & &) » 7/ £ 10 678
CASH AND CASH EQUIVALENTS RT-R=+—HZEEK
AT 31 DECEMBER, represented by REEEER UNIRTTEBK

bank balances and cash 15 & 5 iR 302,883 248,196
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GENERAL

The Company is incorporated in Bermuda as an exempted company
with limited liability and its shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”). The addresses of the
registered office and principal place of business of the Company are

disclosed in the corporation information of the annual report.

The consolidated financial statements are presented in Hong Kong

dollars (“HKS$"), which is also the functional currency of the Company.

The Company is an investment holding company. The activities of its
principal subsidiaries (together with the Company referred to as the

“Group”) are set out in Note 41.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied the following new and

revised HKFRSs issued by the Hong Kong Institute of Certified Public

Accountants (the “HKICPA").

HKFRS 1 Amendment Limited Exemption from
Comparative HKFRS 7 Disclosure
for First-time Adopters

Amendments to HKFRSs Improvements to HKFRSs issued
in 2010

HKAS 24 (as revised in 2009) Related Party Disclosures

Amendments to HKAS 32 Classification of Rights Issues

Notes to the Consolidated Financial Statements
T e B S SRR B &

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAUFE
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R P ERARM A

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—AUFE

APPLICATION OF NEW AND REVISED HONG pr

KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

Amendments to Hong Kong Prepayments of a Minimum Funding
International Financial Reporting  Requirement
Interpretations Committee
("HK(IFRIC)") = Int 14

HK (IFRIC) — Int 19 Extinguishing Financial Liabilities

with Equity Instruments

The application of the new and revised HKFRSs in the current year
has had no material impact on the Group's financial performance and
positions for the current and prior years and/or on the disclosures set

out in these consolidated financial statements.

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

that have been issued but are not yet effective:

HKFRS 1 (Amendment) Severe Hyperinflation and Removal of Fixed

Dates for First-time Adopters'

Amendments to First-time Adoption of Hong Kong Financial
HKFRS 1 Reporting Standards — Government Loans?

Amendments to Disclosures — Transfers of Financial Assets'
HKFRS 7 Disclosures — Offsetting Financial Assets and

Financial Liabilities?
Mandatory Effective Date of HKFRS 9 and

Transition Disclosures?

HKFRS 9 Financial Instruments?
HKFRS 10 Consolidated Financial Statements?
HKFRS 11 Joint Arrangements?

ERHFII REIET 2B BY
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BEERMBER KREBEHRTEZ

2BZE® TR
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For the year ended 31 December 2011 #ZF=—F——4#+=-A=+—HAIFE

2.

APPLICATION OF NEW AND REVISED HONG 2.

KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

HKFRS 12 Disclosure of Interests in Other Entities?
HKFRS 13 Fair Value Measurement?
Amendments to Presentation of Items of Other

HKAS 1 Comprehensive Income®
Amendments to Deferred Tax — Recovery of

HKAS 12 Underlying Assets*

HKAS 19 (as revised Employee Benefits?

in2011)
HKAS 27 (as revised Separate Financial Statements?
in 2011)
HKAS 28 (as revised Investments in Associates and
in2011) Joint Ventures?
Amendments to Offsetting Financial Assets and
HKAS 32 Financial Liabilities®
HK(IFRIC) — Int 20 Stripping Costs in the Production Phase of

a Surface Mine?

! Effective for annual periods beginning on or after 1 July 2011.

2 Effective for annual periods beginning on or after 1 January 2013.

2 Effective for annual periods beginning on or after 1 January 2015.

= Effective for annual periods beginning on or after 1 January 2012.

S Effective for annual periods beginning on or after 1 July 2012.

9 Effective for annual periods beginning on or after 1 January 2014.
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For the year ended 31 December 2011 #ZF—F——4#+-A=+—HAULFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

HKFRS 9 Financial Instruments

HKFRS 9 issued in November 2009 introduces new requirements
for the classification and measurement of financial assets. HKFRS 9
amended in 2010 includes the requirements for the classification and

measurement of financial liabilities and for derecognition.

Key requirements of HKFRS 9 are described as follows:

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

income generally recognised in profit or loss.
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For the year ended 31 December 2011 #ZF=—F——4#+=-A=+—HAIFE

2. APPLICATION OF NEW AND REVISED HONG 2. ERFITIRKET2EREY

KONG FINANCIAL REPORTING STANDARDS BHREZER ([BREMBRS

(“"HKFRSs") (CONTINUED) Z8]) @

HKFRS 9 Financial Instruments (Continued) ERMBRELEAFIR R

TR @

—  The most significant effect of HKFRS 9 regarding the classification — BEVBWMELERESREEITE
and measurement of financial liabilities relates to the presentation BEOERGTEZREAZEMAG K
of changes in fair value of a financial liability (designated as at BE(BERZATFEIRRER
fair value through profit or loss) attributable to changes in the nREE) EERREDERZEE
credit risk of that liability. Specifically, under HKFRS 9, for financial TEEEH 25 5B BEm
liabilities that are designated as at fair value through profit or loss, = IRBE B E LR o5
the amount of change in the fair value of the financial liability FIEEHR A FEIR R ERZE R
that is attributable to changes in the credit risk of that liability is BRECHBBENS  MBAEREE
presented in other comprehensive income, unless the recognition FElEsERZBEATEEZH 2
of the effects of changes in the liability’s credit risk in other SREREMEEKRAZS BRIEEE
comprehensive income would create or enlarge an accounting thEARAEREBEZEERRZ
mismatch in profit or loss. Changes in fair value attributable to a B EEEHRERAER 2T
financial liability’s credit risk are not subsequently reclassified to B - RIYERIR - B IS5 BB E ERBE
profit or loss. Previously, under HKAS 39, the entire amount of the B ATEESHHETSEFHHE
change in the fair value of the financial liability designated as at ZEmk o BT REEE SR
fair value through profit or loss was presented in profit or loss. £395% - F5E BIE A FEIIR RIEUK

BsXREZVBEABRATEEDS
BERNBERET -

The directors of the Company anticipate that the adoption of HKFRS RATESE  BRENB BB RE
9 in the future may have significant impact on amounts reported in HRFESRHEHRAEEI S EE KLY
respect of the Group's financial assets and financial liabilities. Regarding BEREM I EBWEKNERATE - ETK
the Group's finandial assets, it is not practicable to provide a reasonable STAEEA RHEEANEENBEE 25

estimate of that effect until a detailed review has been completed. 26BN ERLT
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For the year ended 31 December 2011 #ZF—F——4#+-A=+—HAULFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

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

In June 2011, a package of five standards on consolidation, joint
arrangements, associates and disclosures was issued, including HKFRS
10, HKFRS 11, HKFRS 12, HKAS 27 (as revised in 2011) and HKAS 28

(as revised in 2011).

Key requirements of these five standards are described below.

HKFRS 10 replaces the parts of HKAS 27 Consolidated and Separate
Financial Statements that deal with consolidated financial statements
and HK (SIC)-Int 12 Consolidation — Special Purpose Entities. HKFRS
10 includes a new definition of control that contains three elements:
(a) power over an investee, (b) exposure, or rights, to variable returns
from its involvement with the investee, and (c) the ability to use its
power over the investee to affect the amount of the investor's returns.
Extensive guidance has been added in HKFRS 10 to deal with complex

scenarios.
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2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

New and revised standards on consolidation,
joint arrangements, associates and disclosures
(Continued)

HKFRS 11 replaces HKAS 31 Interests in Joint Ventures and HK (SIC)-
Int 13 Jointly Controlled Entities — Non-Monetary Contributions by
Venturers. HKFRS 11 deals with how a joint arrangement of which
two or more parties have joint control should be classified. Under
HKFRS 11, joint arrangements are classified as joint operations or joint
ventures, depending on the rights and obligations of the parties to the
arrangements. In contrast, under HKAS 31, there are three types of joint
arrangements: jointly controlled entities, jointly controlled assets and

jointly controlled operations.

In addition, joint ventures under HKFRS 11 are required to be accounted
for using the equity method of accounting, whereas jointly controlled
entities under HKAS 31 can be accounted for using the equity method

of accounting or proportionate accounting.

HKFRS 12 is a disclosure standard and is applicable to entities that
have interests in subsidiaries, joint arrangements, associates and/
or unconsolidated structured entities. In general, the disclosure
requirements in HKFRS 12 are more extensive than those in the current

standards.

These five standards are effective for annual periods beginning on or
after 1 January 2013. Earlier application is permitted provided that all

of these five standards are applied early at the same time.
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For the year ended 31 December 2011 #ZF=—F——4#+-A=+—AUFE

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

New and revised standards on consolidation,
joint arrangements, associates and disclosures
(Continued)

The directors of the Company anticipate that these five standards will
be adopted in the Group's consolidated financial statements for the
annual period beginning 1 January 2013. The application of these
five standards may have significant impact on amounts reported in
the consolidated financial statements. However, the directors of the
Company have not yet performed a detailed analysis of the impact of
the application of these standards and hence have not yet quantified

the extent of the impact.

HKFRS 13 Fair Value Measurement

HKFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements. The
standard defines fair value, establishes a framework for measuring fair
value, and requires disclosures about fair value measurements. The
scope of HKFRS 13 is broad; it applies to both financial instrument
items and non-financial instrument items for which other HKFRSs
require or permit fair value measurements and disclosures about fair
value measurements, except in specified circumstances. In general, the
disclosure requirements in HKFRS 13 are more extensive than those
in the current standards. For example, quantitative and qualitative
disclosures based on the three-level fair value hierarchy currently
required for financial instruments only under HKFRS 7 Financial
Instruments: Disclosures will be extended by HKFRS 13 to cover all

assets and liabilities within its scope.

HKFRS 13 is effective for annual periods beginning on or after 1 January

2013, with earlier application permitted.
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2.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (CONTINUED)

HKFRS 13 Fair Value Measurement (Continued)

The directors of the Company anticipate that HKFRS 13 will be adopted
in the Group’s consolidated financial statements for the annual
period beginning 1 January 2013 and that the application of the new
standard may affect the amounts reported in the consolidated financial
statements and result in more extensive disclosures in the consolidated

financial statements.

Amendments to HKAS 12 Deferred Tax — Recovery
of Underlying Assets

The amendments to HKAS 12 provide an exception to the general
principles in HKAS 12 that the measurement of deferred tax assets
and deferred tax liabilities should reflect the tax consequences that
would follow from the manner in which the entity expects to recover
the carrying amount of an asset. Specifically, under the amendments,
investment properties that are measured using the fair value model
in accordance with HKAS 40 /nvestment Property are presumed to be
recovered through sale for the purposes of measuring deferred taxes,

unless the presumption is rebutted in certain circumstances.

The amendments to HKAS 12 are effective for annual periods

beginning on or after 1 January 2012.

The directors of the Company anticipate that the application of the
amendments to HKAS 12 Deferred Tax: Recovery of Underlying Assets
will not have a significant impact on the results and the financial

position of the Group.

Except for the above disclosed, the directors of the Company anticipate
that the application of other new and revise standards, amendments
or interpretations will have no material impact on the results and the

financial position of the Group.
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SIGNIFICANT ACCOUNTING POLICIES

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

Exchange and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis, except for certain investment property and financial
instruments that are measured at fair values, as explained in the
accounting policies set out below. Historical cost is generally based on

the fair value of the consideration given in exchange for goods.

The principal accounting policies are set out below:

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company (its
subsidiaries). Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to obtain

benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are
included in the consolidated statements of comprehensive income from
the effective date of acquisition or up to the effective date of disposal,

as appropriate.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with those used

by other members of the Group.

All intra-group transactions, balances, income and expenses are

eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately from

the Group’s equity therein.
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3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Allocation of total comprehensive income to non-
controlling interests

Total comprehensive income and expense of a subsidiary is attributed to
the owners of the Company and to the non-controlling interests even
if this results in the non-controlling interests having a deficit balance

(effective from 1 January 2010 onward).

Business combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of the
acquisition-date fair values of the assets transferred by the Group,
liabilities incurred 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. Acquisition related costs are generally recognised in profit

or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities

assumed are recognised at their fair value.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree,
and the fair value of the acquirer’s previously held equity interest in
the acquiree (if any) over the net of the acquisition-date amounts of
the identifiable assets acquired and the liabilities assumed. If, after re-
assessment, the net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling interests
in the acquiree and the fair value of the acquirer’s previously held
interest in the acquiree (if any), the excess is recognised immediately in

profit or loss as a bargain purchase gain.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Business combinations (Continued)

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity’s net assets in
the event of liquidation may be initially measured at the non-controlling
interests’s proportionate share of the recognised amounts of the

acquiree’s identifiable net assets.

Where the consideration transferred by the Group in a business
combination includes assets or liabilities resulting from a contingent
consideration arrangement, the contingent consideration is
measured at its acquisition-date fair value and included as part of the

consideration transferred in a business combination.

Contingent consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration that is
classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with HKAS 39, or HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as appropriate, with the

corresponding gain or loss being recognised in profit or loss.

Goodwill

Goodwill arising on an acquisition of a business is carried at cost less
accumulated impairment losses, if any, and is presented separately in

the consolidated statement of financial position.

For the purposes of impairment testing, goodwill is allocated to each
of the cash-generating units (or groups of cash-generating units) that is

expected to benefit from the synergies of the combination.
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3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Goodwill (Continued)

A cash-generating unit to which goodwill has been allocated is
tested for impairment annually or more frequently whenever there is
indication that the unit may be impaired. For goodwill arising on an
acquisition in a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment before the end of
that reporting period. If the recoverable amount of the cash-generating
unit is less than the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated
to the unit and then to the other assets of the unit pro rata on the basis
of the carrying amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss in the consolidated
statement of comprehensive income. An impairment loss recognised for

goodwill is not reversed in subsequent periods.

Investment in subsidiaries

Investment in subsidiaries are stated at cost less any identified

impairment loss on the Company’s statement of financial position.

Revenue recognition

Revenue is measured at the fair value of the consideration received or
receivable and represents amounts receivable for good sold and services
provided in the normal course of business, net of discounts and sales

related taxes.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Revenue recognition (Continued)

Revenue from the sale of goods is recognised when the goods are
delivered and title has passed, at which time all the following conditions

are satisfied:

e the Group has transferred to the buyer the significant risk and

reward of ownership of the goods;

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

over the goods sold;
e  the amount of revenue can be measured reliably;

o it is probable that the economic benefits associated with the

transaction will flow to the Group; and

e  the cost incurred or to be incurred in respect of the transaction can

be measured reliably.

Gain or losses on sales of trading securities are recognised on a trade

date basis when the relevant transactions are executed.

Income from provision of freight forwarding agency services is

recognised when the services are provided.

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

asset to that asset’s net carrying amount on initial recognition.

Dividend income from investments is recognised when the
shareholders’ rights to receive payment have been established (provided
that it is probable that the economic benefits will flow to the Group and

the amount of revenue can be measured reliably).

3

ESHEER @)
W (&)
= R ME RN E RN R RSB

R B TR E 2 8P ER

s AEEBERBEAEZEZRAR
O $REEE T

s AEKEVERBEMEERZFE
EESmE (—RIEEEEEER
2R INERE EERIE I

o WESFERET EMEE:

o« Hm%5H

\

MR 2 B F & Al BE IR AR
S ETRS3

\

%

© BEABERRERIEEIHA
CLESUEE S

HEBBESF BB NEBRZ SR LRE
X5 H R ERER

PR B IR AR 2 WA TR SR (R AR TS B

BT B E 2 F SWAREEE M 218 AT RETR
AREE - B A S EREE ] e a1 = I i
RoMBKRAZRREERAS RERAER
MR EERG - EERBRMN X
RNETEE E 2 TR A st R RIR
SRR IR EEER TS EREZ
IREDFEZ XK

& & P AR B M A TE AR SR MBS 3 2 B A
W R RERR (MEASE N 2= AR Al R A R
EE BNESFEER FEHAR) ©

61



62

China Best Group Holding Limited Annual Report 2011

Notes to the Consolidated Financial Statements

nVT\

BB WK

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAUFE

3

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment

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

accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment less their residual values over their
estimated useful lives using the straight-line method. The estimated
useful lives, residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any changes in

estimate amounted for on a prospective basis.

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

intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising disposal or
retirement of an item of property, plant and equipment is determined
as the difference between the sale proceeds and the carrying amount

of the asset and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investment property

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

appreciation.

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

or loss for the period in which they arise.

Leasing

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the

lessee. All other leases are classified as operating leases.

The Group as lessee

Operating lease payments are recognised as an expense on a straight-

line basis over the term of the relevant lease.

Prepaid Lease Payments

Prepaid lease payments represent interest in land held under operating
lease arrangements and are amortised on a straight-line basis over
the lease terms. Prepaid lease payments are measured at cost less
subsequent accumulated depreciation and subsequent accumulated

impairment losses, if any.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that
entity (foreign currencies) are recorded in the respective functional
currency (i.e. the currency of the primary economic environment in
which the entity operates) at the rates of exchanges prevailing on
the dates of the transactions. At the end of each reporting period,
monetary items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried at fair
value that are denominated in foreign currencies are retranslated at the
rates prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign

currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss
in the period in which they arise, except for exchange differences arising
on a monetary item that forms part of the Company’s net investment
in a foreign operation, in which case, such exchange differences are
recognised in other comprehensive income and accumulated in equity
and will be reclassified from equity to profit or loss on disposal of the
foreign operation. Exchange differences arising on the retranslation
of non-monetary items carried at fair value are included in profit or
loss for the period except for exchange differences arising on the
retranslation of non-monetary items in respect of which gains and
losses are recognised directly in other comprehensive income, in which
cases, the exchange differences are also recognised directly in other

comprehensive income.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

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

appropriate).

On the disposal of a foreign operation, all of the exchange differences
accumulated in equity in respect of that operation attributable to the

owners of the Company are reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets acquired
arising on an acquisition of a foreign operation on or after 1 January
2005 are treated as assets and liabilities of that foreign operation and
retranslated at the rate of exchange prevailing at the end of each
reporting period. Exchange differences arising are recognised in equity

under the heading of translation reserve.

Borrowing costs

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

substantially ready for their intended use or sale.

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

they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Government grants

Government grants are recognised in profit or loss on a systematic basis
over the periods in which the Group recognises as expenses the related
costs for which the grants are intended to compensate. Government
grants are recognised as revenue over the periods necessary to match
them with the costs for which they are intended to compensate,
on a systematic basis. Government grants that are receivable as
compensation for expenses or losses already incurred or for the purpose
of giving immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in which they

become receivable.

Retirement benefit schemes

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

entitling them to the contributions.

Taxation

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

deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from profit as reported in the consolidated statement of
comprehensive income because it excludes items of income or expense
that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been enacted or

substantively enacted by the end of the reporting period.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (Continued)

Deferred tax is recognised on temporary differences between the
carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax base used in the computation
of taxable profit. Deferred tax liabilities are generally recognised for
all taxable temporary differences. Deferred tax assets are generally
recognised for all deductible temporary difference to the extent
that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than a business
combination) of other assets and liabilities in a transaction that affects

neither the taxable profit nor the accounting profit.

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

foreseeable future.

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

asset to be recovered.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Taxation (Continued)

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

enacted or substantively enacted by the end of the reporting period.

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

carrying amount of its assets and liabilities.

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

accounting for the business combination.

Cash and cash equivalents

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

of cash as defined above.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost
is calculated using the weighted average method. Net realisable value
represents the estimated selling price for inventories less all estimated

costs of completion and costs necessary to make the sale.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group entity

becomes a party to the contractual provisions of the instrument.

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

recognised immediately in profit or loss.

Financial assets

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

marketplace.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Effective interest method

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

period to the net carrying amount on initial recognition.

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

included in other income.

Financial assets at FV/TPL

Financial assets at FVTPL has two subcategories, including financial
assets held for trading and those designated as at FVTPL on initial

recognition.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling in the

near future; or

o it is a part of an identified portfolio of financial instruments that

the Group manages together and has a recent actual pattern of

short-term profit-taking; or

o it is a derivative that is not designated and effective as a hedging

instrument.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Financial assets (Continued)

Financial assets at FVTPL (Continued)

Financial assets at FVTPL are measured at fair value, with changes in
fair value arising from remeasurement recognised directly in profit or
loss in the period in which they arise. The net gain or loss recognised in
profit or loss excludes any dividend or interest earned on the financial
assets and is included in revenue line item in the consolidated statement
of comprehensive income. Fair value is determined in the manner

described in respective note.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including trade
and other receivables, deposits placed with security brokers and bank
balances and cash) are carried at amortised cost using the effective
interest method, less any identified impairment losses (see accounting

policy on impairment loss on financial assets below).

Available-for-sale financial assets

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

receivables.

For available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be reliably
measured and derivatives that are linked to and must be settled by
delivery of such unquoted equity instruments, they are measured at cost
less any identified impairment losses at the end of the reporting period

(see accounting policy on impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets

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

assets have been affected.
For an available-for-sale equity investment, a significant or prolonged
decline in the fair value of that investment below its cost is considered

to be objective evidence of impairment.

For all other financial assets, objective evidence of impairment could

include:

o significant financial difficulty of the issuer or counterparty; or

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

principal payments; or

o it becoming probable that the borrower will enter bankruptcy or

financial re-organisation; or

e the disappearance of an active market for that financial asset

because of financial difficulties.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

For certain categories of financial asset, such as trade receivables, assets
that are assessed not to be impaired individually are subsequently
assessed for impairment on a collective basis. Objective evidence of
impairment for a portfolio of receivables could include the Group’s
past experience of collecting payments, an increase in the number
of delayed payments in the portfolio past the average credit period
of 30 — 90 days, observable changes in national or local economic

conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash

flows discounted at the financial asset’s original effective interest rate.

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

written off are credited to profit or loss.

For financial assets carried at cost, the amount of the impairment loss
is measured as the difference between the asset’s carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such

impairment loss will not be reversed in subsequent periods.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial assets (Continued)

Impairment loss on financial assets (Continued)

When an available-for-sale financial asset is considered to be impaired,
cumulative gains previously recognised in other comprehensive income
are reclassified to profit or loss in the period in which the impairment

takes place.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment losses
was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment not been

recognised.

Impairment losses on available-for-sale equity investments will not be

reversed through profit or loss.

Financial liabilities and equity instruments

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

financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest
in the assets of the Group after deducting all of its liabilities. Equity
instruments issued by the Group are recognised at the proceeds

received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)

Financial liabilities and equity instruments (Continued)
Effective interest method

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

period, to the net carrying amount on initial recognition.
Interest expense is recognised on an effective interest basis.

Other financial liabilities

Other financial liabilities, including trade and other payables, loan from
a related company and a non-controlling interest of a subsidiary are
subsequently measured at amortised cost, using the effective interest

method.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the issuer
to make specified payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make payment when due in

accordance with the original or modified terms of a debt instrument.

A financial guarantee contract issued by the Group and not designated
as at fair value through profit or loss is recognised initially at its fair
value less transaction costs that are directly attributable to the issue of
the financial guarantee contract. Subsequent to initial recognition, the
Group measures the financial guarantee contract at the higher of: (i) the
amount of obligation under the contract, as determined in accordance
with HKAS 37 Provisions, Contingent Liabilities and Contingent
Assets; and (i) the amount initially recognised less, when appropriate,
cumulative amortisation recognised in accordance with the revenue

recognition policy.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial instruments (Continued)
Derecognition

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

collateralised borrowing for the proceeds received.

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

is recognised in profit or loss.

The Group derecognises financial liabilities when, and only when, the
Group's obligations are discharged, cancelled or expires. The difference
between the carrying amount of the financial liability derecognised and

the consideration paid and payable is recognised in profit or loss.

Share-based payment transactions
Equity-settled share-based payment transactions

Share options granted to employees after 7 November 2002 and vested

on or after 1 January 2005

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

reserve).
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Share-based payment transactions (Continued)

Equity-settled share-based payment transactions
(Continued)

Share options granted to employees after 7 November 2002 and vested

on or after 1 January 2005 (Continued)

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

options reserve will be transferred to accumulated losses.

Share options granted to employees on or before 7 November 2002, or

granted after 7 November 2002 and vested before 1 January 2005

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

date are deleted from the register of outstanding options.

Share options granted to consultants

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

assets.
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SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

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

reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the
risks specific to the asset for which the estimates of future cash flows

have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount of
the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised as an expense immediately in profit or

loss.

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

immediately.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY

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

results may differ from these estimates.

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

current and future periods.

Critical judgments in applying the entity’s
accounting policies

The following are the critical judgments, apart from those involving
estimations, that the directors of the Company have made in the
process of applying the entity’s accounting policies and that have the
most significant effect on the amounts recognised in consolidated

financial statement.

Buildings

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

Group.
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4.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other
key sources of estimation uncertainty at the end of the reporting period,
that have a significant risk of causing a material adjustment to the

carrying amounts of assets and liabilities within the next financial year.

Depreciation of property, plant and equipment

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

estimates change.

Estimated impairment of property, plant and
equipment

The Group assesses annually whether property, plant and equipment
have any indication of impairment, in accordance with the relevant
accounting policies. The recoverable amounts of the Group's property,
plant and equipment have been determined based on value-in-use
calculations. These calculations require the use of judgement and
estimates on future operating cash flows and discount rates adopted.
Where the actual cash flows are different from the original estimates,
a material change in the amount of impairment may arise. At 31
December 2011, the carrying amount of property, plant and equipment
of approximately HK$53,228,000 (2010: HK$571,000). No impairment

loss was recognised for both years.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (Continued)
Estimated impairment of trade receivables

The policy for impairment loss for bad and doubtful debts of the
Group is based on the evaluation of collectability and aging analysis
of accounts and on management’s judgement. A considerable
amount of judgement is required in assessing the ultimate realisation
of these receivables, including the current creditworthiness and the
past collection history of each customer. If the financial conditions
of customers of the Group were to deteriorate, resulting in an
impairment of their ability to make payments, additional allowances
may be required. At 31 December 2011, the carrying amount of trade
receivables of approximately HK$30,706,000 (2010: HK$1,381,000),
net of impairment loss of trade receivables of approximately

HK$1,639,000 (2010: HK$1,639,000).

Estimated fair value of investment property

Investment property is carried in the consolidated statement of financial
position as at 31 December 2011 at their fair values of HK$1,920,000
(2010: HK$1,500,000). The fair value was based on a valuation on the
property conducted by an independent firm of professional valuers
using property valuation techniques which involve certain assumptions
of market conditions. Favourable or unfavourable changes to these
assumptions would result in changes in the fair value of the Group’s
investment property and corresponding adjustments to the amount of
gain or loss reported in the consolidated statement of comprehensive

income.
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4. CRITICAL ACCOUNTING JUDGEMENTS AND 4. FESHHAERMETTIEE

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (Continued)
Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the
value-in-use of the cash-generating units to which goodwill has been
allocated. The value-in-use calculation requires the Group to estimate
the future cash flows expected to arise from the cash-generating unit
and a suitable discount rate in order to calculate the present value.
Where the actual future cash flows of the cash-generating unit are
less than expected, a material impairment loss may arise. As at 31
December 2011, the carrying amount of goodwill is HK$36,365,000
(2010: nil). No impairment loss was recognised for the year ended
31 December 2011 (2010: nil). Details of the recoverable amount

calculation are disclosed in Note 20.

Fair value of contingent consideration

The fair value of contingent consideration is stated at zero at the
date of inception and the end of reporting period. The directors of
the Company based on the future cash flow of Suntech Worldwide
Limited (“Suntech”) and its subsidiary (collectively referred to as
“Suntech Group”) and weighted probability analysis of the future
profit of Suntech Group to determine the fair value in respect of such
contingent consideration. The fair value of the Group’s contingent
consideration has been determined by using discount cash flow
calculation with reference to a valuation performed by an independent
firm of professional valuers. As the process requires input of subjective
assumptions, any changes to the assumptions can materially affect the
fair value and the subsequent changes in fair value would have been

recognised in profit or loss.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (Continued)
Impairment of available-for-sale investments

The Group follows the guidance of HKAS 39 “Financial Instruments:
Recognition and Measurement” to determine when an available-for-
sale investment is impaired. This determination requires significant
judgement. In making this judgement, the Group evaluates, among
other factors, the duration and extent to which the fair value of
an investment is less than its cost; and the financial health of and
short-term business outlook for the investee, including factors such
as industry and sector performance, changes in technology and
operational and financing cash flow. At 31 December 2011, the
carrying amount of available-for-sale investments of approximately
HK$7,500,000 (2010: HK$7,500,000), net of impairment loss of
available-for-sale investments of approximately HK$30,750,000 (2010:
HK$30,750,000).

Estimated provision for current and deferred taxation

The Group is subject to taxation in various jurisdictions. Significant
judgment is required in determining the provision for taxation and the
timing of payment of the related taxation. There are many transactions
and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. Where the final tax outcome of
these matters is different from the amounts that were initially recorded,
such differences will impact the income tax and deferred tax in the

period in which such determination is made.
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a.

5. FINANCIAL INSTRUMENTS 5. #@mIT A
Categories of financial instruments SWMIAZEHR
2011 2010
HK$'000 HK$'000
2% —z-=5
FBT FBT
Financial assets BMKEE
FVTPL (Investments held for trading) BN FEIR &AW s & R I8
(FHERXHEKRE) 27,956 74,533
Loans and receivables (including cash & 2 % J& Y 5k 78
and cash equivalents) (BEReRREEFEER) 335,110 250,666
Available-for-sale financial assets AL ENKEE 7,500 7,500
Financial liabilities g =R
Amortised cost R SRR 103,249 14,842

Financial risk management objectives and

polices

The Group’s major financial instruments include trade and

other receivables, held for trading investment, deposits placed

with security brokers, bank balances and cash, trade and other

payables, loans from a related company and a non-controlling

interest of a subsidiary. Details of the financial instruments are

disclosed in respective notes. The risks associated with these

financial instruments include market risk (currency risk, interest

rate risk and other price risk), credit risk and liquidity risk. The

policies on how to mitigate these risks are set out below. The

management manages and monitors these exposures to ensure

appropriate measures are implemented on a timely and effective

manner.

BHEREEBEERBER

rEBZTESB T ASRERKIK
R EAEUMGRIR - FHER HIRE
FHRBEHRLIT TR RITHER
RBE ARG AR 5RIR A
R EE AR KRB AR IR
EX-FHcRIAZFHBENSE
BN - ZE eI EAX 2 RARE
wEhisER (B8R F=ER R

HipERRER) FERBR K RBE
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EEEEEERERZERR
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5. FINANCIAL INSTRUMENTS (CONTINUED)

b. Financial risk management objectives and
polices (Continued)

Market risk

()

Currency risk

Other than the subsidiaries established in the PRC,
Singapore and United States whose functional currency is
Renminbi (“RMB"), Singapore dollars (“SGD") and United
States dollars ("USD"”), the functional currency of the
Company and other subsidiaries is HK$. However, certain
bank balances and cash and trade and other payables
are denominated in currencies other than the functional
currencies of the relevant group entities. Foreign currencies

are also used to settle expenses for overseas operations.

The carrying amounts of the Group’s foreign currency
denominated monetary assets and monetary liabilities at the

reporting date are as follows:

BESBEBEZERERAT 201158

Notes to the Consolidated Financial Statements

V=

e SRR R

For the year ended 31 December 2011 #ZF—F——4#+-A=+—AULFE

5. @@ T A @)
b. BIKEREEBERNE

(%)
45 2 B2
() EE@EE

BR7A AP B 3 A% B SR B R SZ
ZHBRBZINEEE DR A
AR (TARM]) % o
Jo ([ T]) RET (3%
TSN AR R R E AR B A
B2 EI /AT - AT
B TIRITHEBRRIRE AR FEN
R A e LAt JE A5 SRIR LA MR B 5
EERBIEEE AN BT
B BINRIEIME A SNE B
Fisz o

REEUASNE S E 2 A
REEENHE B2 EEE
mF

2011 2010
HK$'000 HK$'000
S —z-%%F
Expressed in HK$ LA TSR FEx FAT
Denominated in USD LAZETTEHE
Bank balances and cash RITEBRER S - 318
Denominated in Australian dollars LB (DRIt ) 5HE
("AUD")
Trade and other payables AT R SRR e L A JRE 1F R IE - (8)
Denominated in RMB AAREEHE
Bank balances and cash RITEHRER S - 260

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

foreign currency exposure should the need arise.

AR B3RS AN R AE AT HMNEE
B - AT - BB B RINE
R YEREFTEREREY
EARIMNE R -
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For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAIFE

5. FINANCIAL INSTRUMENTS (CONTINUED)

b. Financial risk management objectives and

polices (Continued)

Market risk (Continued)

(i) Currency risk (Continued)
Sensitivity analysis

The Group currently exposed to RMB.

The following table details the Group's sensitivity to a
10% increase or decrease in HK$ against RMB. 10% is the
sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis
includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the year
end for a 10% change in foreign currency rates. During the
year ended 31 December 2011, no sensitivity analysis was
prepared for RMB because the Group's exposure to RMB is

minimal.

The following table demonstrates the sensitivity at the end
of reporting period to a reasonably possible change in the
RMB exchange rate, with all other variables held constant, of

the Group's profit (loss) after tax.

5.

o =)

b.

B R B E

(&)

HEEERBE

T ()

(i)

E¥mE (&)
BURE DT
AEERBAIRAREZE

e o
N

TRAMKAEBESBTLAR
BeiE R EF ST K10% .2 185
T ZBREE ° 10% 4R &l W E
BEIR A B M RINE E B B P
BrzHBRELE HEEREEYH
SNETERTFI R HIR 2 IR H)
ZaHE o BURE S AT A i B AR
ERASMNESHE 2 RIERE
BHE WEHMINEERZ10%
m@]%ﬂ**ﬁ“i”Z%ﬁ"ﬁ“@
ﬂ:ﬂEE'EEﬁAZSE.7¥KXZ)\
REE B 88 - Sl AR B A
R BURRE DT

T%ﬁrﬁﬁﬁﬁ@ AT
""""" ZIERT - R EER - A
%l%ﬁ&ﬁﬂ(%%)ﬁAE
WeFE R A[AE MR A B E Y &
R o

Increase

(decrease)
in loss after tax

Increase
(decrease)
in foreign

For the year ended 31 December 2010 34 —ZF+ZA=1+—HIFE exchange rate for the year
% HK$'000

ISR R EF+ FRBRBE

(TH)EAE  BESM L)

FHET

If HK$ weakens against RMB BT AR 2 [E R (10) (26)
If HK$ strengthens against RMB W8 7T H AR 2 B EE0R 10 26

No sensitivity analysis was prepared for USD because HK$
is pegged to USD. The fluctuation and impact is considered

immaterial.

B A7 T B 3R T B 8 - A SID A
MEETCBRE SN K&

ERAEFHEXRRTER
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5. FINANCIAL INSTRUMENTS (CONTINUED)

b. Financial risk management objectives and
polices (Continued)

Market risk (Continued)

(ir)

Interest rate risk

The Group is exposed to cash flow interest rate risk in
relation to variable-rate bank balances, deposits placed with
security brokers, due to the fluctuation of the prevailing
market interest rate. It is the Group's policy to keep its bank
balances and cash, deposits placed with security brokers
at floating rate of interest so as to minimise the fair value

interest rate risk.

The Group is also exposed to fair value interest rate risk in
relation to fixed rate loan from a related company and a
non-controlling interest of a subsidiary for the year ended
31 December 2011. The Group currently does not have an
interest rate hedging policy. However, the management
monitors interest rate exposure and will consider other
necessary actions when significant interest rate exposure is

anticipated.

Sensitivity analysis

The sensitivity analyses below have been determined
based on the exposure to variable interest rates at the end
of the reporting period. For the bank balances and cash
and deposits placed with security brokers, the analysis is
prepared assuming the amounts outstanding at the end of
the reporting period was outstanding for the whole year. A
50 basis point increase or decrease is used when reporting
interest rate risk internally to key management personnel
and represents management’s assessment of the reasonably

possible change in interest rates.
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b. BIKEREEBERNE
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5. FINANCIAL INSTRUMENTS (CONTINUED)

b. Financial risk management objectives and

polices (Continued)
Market risk (Continued)
() Interest rate risk (Continued)

Sensitivity analysis (Continued)

If interest rates had been 50 basis points higher/lower and all
other variables were held constant, the Group’s profit after
tax for the year ended 31 December 2011 would increase/
decrease approximately by HK$1,516,000 (2010: loss after
tax for the year decrease/increase by HK$1,219,000). This
is mainly attributable to the Group’s exposure to interest

rates on its bank balances and cash and deposits placed with

security brokers.

(iii)  Other price risk

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

to monitor the price risk and will consider hedging the risk

exposure should the need arise.
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5. FINANCIAL INSTRUMENTS (CONTINUED)

b. Financial risk management objectives and
polices (Continued)

Market risk (Continued)
(i)~ Other price risk (Continued)
Sensitivity analysis

The sensitivity analyses below have been determined based

on the exposure to equity price risks at the reporting date.

If the prices of the respective equity instruments had been
20% (2010: 20%) higher/lower, the profit after tax for
the year ended 31 December 2011 increase/decrease by
approximately HK$4,668,000 (2010: loss after tax for the
year decrease/increase by approximately HK$12,446,000)
as a result of the changes in fair value of held for trading

investments.

In management’s opinion, the sensitivity analysis is not
representative of the other price risk for the investments in
listed equity securities as the year end exposure does not

reflects the exposure during the year.

Credit risk

As at 31 December 2011, the Group’s maximum exposure to
credit risk which will cause a financial loss to the Group due to
a failure to discharge an obligation by the counterparties and

financial guarantees provided by the Group is arising from:

—  the carrying amount of the respective recognised financial
assets as stated in the consolidated statement of financial

position; and

—  the amount of contingent liabilities in relation to financial

guarantee issued by the Group as disclosed in Note 36.
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BB WK

5. FINANCIAL INSTRUMENTS (CONTINUED)

b.

Financial risk management objectives and
polices (Continued)

Credit risk (Continued)

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

that the Group’s credit risk is significantly reduced.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international
credit-rating agencies. The Group’s concentration of credit risk
by geographical locations is mainly in the PRC, which accounted
for 98% (2010: 44% in the United States) of the total trade
receivable as at 31 December 2011. The Group has concentration
of credit risk as 98% (2010: 5%) and 99% (2010: 18%) of the
total trade receivables was due from the Group's largest customer

and the five largest customers respectively.

For the deposits placed with security brokers and held for
trading securities, the Group limited its exposure to credit risk
by transacting the majority of its securities with broker-dealers
and regulated exchanges with high credit rating of which the
Group considered to be well established. All transactions in listed
securities are settled/paid for upon delivery using approved and

reputable brokers.
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5. FINANCIAL INSTRUMENTS (CONTINUED)

b.

Financial risk management objectives and
polices (Continued)

Liquidity risk

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

management monitors the utilisation of its bank balances and

cash and considers the risk is minimal.

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

period.

The financial guarantee contract of HK$60,000 (2010:
HK$131,000) are the maximum amount of the Group could be
required to settle under the arrangement for full guaranteed
amount if that amount is claimed by the counterparty to the
guarantee. Based on expectations at the end of the reporting
period, the Group considers that it is more likely than not that no

amount will be payable under the arrangement.
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5. FINANCIAL INSTRUMENTS (CONTINUED)
c. Fair value

The fair value of financial assets and financial liabilities are

determined as follows:

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

ask prices respectively;

e the fair value of other financial assets and financial liabilities
is determined in accordance with generally accepted pricing

models based on discounted cash flow analysis; and

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

guarantee contracts is insignificant.

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

maturities.
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5. FINANCIAL INSTRUMENTS (CONTINUED)

C.

5. €@ I A (%)

Fair value (Continued) ¢ DAYEE

Fair value measurements recognised in the RESHM BRI FZERZRF

consolidated statement of financial position Eit 2

The following table provides an analysis of financial instruments TRREEFEIRRFEET S ERE

that are measured subsequent to initial recognition at fair value, AEZEMI AN BERMEZ

grouped into Levels 1 to 3 based on the degree to which the fair AFESERE—BREE=H-
value is observable.

e Level 1 fair value measurements are those derived from e XM MEREEXBERE
quoted prices (unadjusted) in active markets for identical BTISHRE (REAR)AFZ
assets or liabilities. AFEFTE

o Level 2 fair value measurements are those derived from e ZE_MH KRIAFT—BIzWmE
inputs other than quoted prices included within Level 1 that SN EEREBEERE (AE
are observable for the asset or liability, either directly (i.e. as &) kA (BB ERE) &
prices) or indirectly (i.e. derived from prices). BB ZFEEEMZZAF

B2

e Level 3 fair value measurements are those derived from o E=J BWIFNARAERMIS
valuation techniques that include inputs for the asset or BERAKE HEENEEME
liability that are not based on observable market data BB AE (TRBREAR)
(unobservable inputs). ZHEERNAME 2 A FER

s
Financial Assets at FVTPL as at 31 December 2011 R=B——F+=ZA=+—-HZ®K
AFEIIRRIEREREE 28§
BE
Level 1 Level 2 Level 3 Total
HK$'000 HK$'000 HK$'000 HK$'000
£—-8 £-8 £=8 @t
FERT FERT FET FHET
Financial assets held BIERXR G2 BB E
for trading 27,956 - - 27,956
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5. FINANCIAL INSTRUMENTS (CONTINUED) 5. TR T H (#)
c. Fair value (Continued) ¢ AYE®E
Financial Assets at FVTPL as at 31 December 2010 R-E—ZF+-HA=+—HZRE
AFEIREREREZREE ZHMK
EE
Level 1 Level 2 Level 3 Total
HK$'000 HK$'000 HK$'000 HK$'000
F—% FfE F=4 &gt
FHT FAT T FHBT
Financial assets held RER D ZHIEEE
for trading 74,533 - - 74,533
There were no transfers between Level 1 and 2 in current and RAFERBEFE F—IHEE
prior years. B 2 [ 3 T B B o
Of the total profits for the year ended 31 December 2011 RBEZZE——F+=A=+—
included in profit or loss, HK$22,936,000 (2010: loss of HiEFE WKk Az 8% F -
approximately HK$23,492,000) relates to financial assets held for 22,936,000 T (—F —ZTF : [
trading at the end of the reporting period. %@23,492,000}%73) HREBR 21
ERXRGZHBEEERRB-
6. CAPITAL RISK MANAGEMENT 6. EXRERER

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance.

The Group's overall strategy remains unchanged from prior year.

The capital structure of the Group consists of cash and cash equivalents
and equity attributable to owners of the Company, comprising issued

share capital and reserves.

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

the issue of new debt.

AEBERRARARRAEEEEEN
SEEE AR EBELESRRARE
BBREESAE R AEEEBEREE
EE{HTE -

AEEEARBEBRRE KR SFEER
ARARNBEE ARG #ES (BHEEET
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RRFEETE Rigs EARE - ERRE
Z*i§'$ﬂﬂ%$%§§$&$éﬁi%iﬁ
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TURNOVER 7. EX#E
Turnover represents the amounts received and receivable from S ERRIE NG A BE RIS R R IR
manufacture and sales of coal, provision of international air and sea BpR M ze o ERERR TS 2 W R K 2
freight forwarding services, gross proceeds from disposal of investments I HERERSIRE 2 1S HRIERE
held for trading and dividend income, during the year. IA R & B ©
2011 2010
HK$'000 HK$'000
2% —F-FF
FET FAT
Manufacture and sales of coal B35 RSHE B K 24,054 =
Dividend income from investments held BIEX ZIE 2 REWA
for trading 3,443 1,526
Provision of international air and RERE Mz &8 L RERS
sea freight forwarding services 6,547 6,334
Gross proceeds from disposal of HEREXHIREZMERIBERE
investments held for trading 156,489 53,557
190,533 61,417
SEGMENT INFORMATION 8. ZEEH

Information reported to the board of directors of the Company,
being the chief operating decision maker, for the purpose of resource
allocation and assessment of segment performance focuses on the type

of goods sold or services delivered or provided.
Specifically, the Company’s reportable segments same as operating

segments under HKFRS 8 are as follows:

a) International air and sea freight forwarding segment engages in
the provision of international air and sea freight forwarding and

logistic services to customers

b)  Securities trading segment engages in trading of equity securities

¢  Manufacture and sales of coal segment engages in manufacture

and sales of coal products to customers

HERDEE D BRAFEAARRES
B (AXBLERKRE)ERCEMER
RHEEEmE MR RS 2B -

REMS  ARRIZREDE (HREE
B ISR AR R85 2 & AR R ) 4R
T~

a BEBEMZERELEESHRERET
FREHEEEMZERE EEEURY
AR

b FEFEESBRERAESE

O RERHERRDSBUESRERR
B E R IRE M
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8.

SEGMENT INFORMATION (CONTINUED)

Segment revenues and results

The following is an analysis of the Group’s revenue and results by

o EE R (#)
DEP U S R A
T AR EBIRRE D HE D2 KSR %

reportable segments. BT
International
air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$'000 HK$'000 HK$'000 HK$'000
Bl R HER
BLEEE RHEE HER R Mgt
FTEx THER TER TEx
Year ended BE-_ZT——F
31 December 2011 TZA=+—HLFE
Turnover = ] 6,547 159,932 24,054 190,533
Revenue Wzs
External A 6,547 3,443 24,054 34,044
Segment results DEEE (602) 26,379 152 25,929
Unallocated corporate expenses AAOBEEERX (19,990)
Unallocated other income Ko BREMIA 1,647
Finance costs B AR (734)
Profit before tax BR T Al A 6,852
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8. SEGMENT INFORMATION (CONTINUED) 8. ZHWEHR m)
Segment revenues and results (Continued) DEK SR EE (B
International
air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$'000 HK$'000 HK$'000 HK$'000
B LEEE BHEE SHE B fst
FHT FHT FHET FHT
Year ended HE-2-2F
31 December 2010 tTZA=t—-BLFE
Turnover BEE 6,334 55,083 - 61,417
Revenue Wz
External EIEIN 6,334 1,526 = 7,860
Segment results D EEE (1,121) (21,993) (1,167) (24,281)
Unallocated corporate expenses AR EBERZ (31,117)
Unallocated other income RABEMIA 384
Finance costs BE KA (268)
Loss before tax BrEiATEE (55,282)
The accounting policies of the reportable segments are the same as WDz ET BRI AR
the Group's accounting policies described in Note 3. Segment profit SEIRERMER - 2 EEH (B1E) 55D

BRRTIRER 2 m F (FTELEZ ER) - &

(loss) represents the profit earned by (loss from) each segment without » PN .
WARDEPRRITEEAN EEFHE HE

allocation of central administration costs, directors’ emoluments, gain B AT S S B A TGS B
on disposal of subsidiaries, loss on deregistration of subsidiaries, net B EH s (1R ) F58E - RITMERA
exchange gain (loss), bank interest income and finance costs. This is NBEKA kTR B E RN FHERE

5 A8 388 Sh i [ & S o
the measure reported to the chief operating decision maker for the mRERERAFER 2 L

purposes of resource allocation and performance assessment.
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8. SEGMENT INFORMATION (CONTINUED)

Segment assets and liabilities

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

DEER (®)
PHEERERS

TXBAEERBENMBEAN ZEERAE

ZaN ®
reportable segments. 2T
International
air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$'000 HK$'000 HK$'000 HK$'000
BB MZE R HER
BLEE EHEE HER K F-hy
FTER TER FTERT FTERT
At 31 December 2011 R=—T——F%
+=ZA=+-—H
ASSETS gE
Segment assets DEMEE 928 28,311 123,107 152,346
Unallocated corporate assets ANREEEE 313,751
Total assets BEHLE 466,097
LIABILITIES =L
Segment liabilities D EE 1,704 - 399 2,103
Unallocated corporate liabilities RAOEEEEE 110,419
Total liabilities BEER 112,522
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8. SEGMENT INFORMATION (CONTINUED)

Segment assets and liabilities (Continued)

8.

e PR

o EBE R (#)
PEHEERERE (&)

International
air and Manufacture
sea freight Securities and sales
forwarding trading of coal Total
HK$'000 HK$'000 HK$'000 HK$'000
B LEE EHER SHE R IXR st
FHET FHET FHT FHT
At 31 December 2010 R-B—ZF
+=A=+-—-H
ASSETS gE
Segment assets DEEE 3,471 75,142 = 78,613
Unallocated corporate assets RAPEEBEEE 256,570
Total assets BERBME 335,183
LIABILITIES &f&
Segment liabilities HEBERE 1,989 - - 1,989
Unallocated corporate liabilities KOBEEEGE 18,453
Total liabilities BERE 20,442

For the purposes of monitoring segment performances and allocating

resources between segments:

— all assets are allocated to reportable segments other than
available-for-sale investments, bank balances and cash, the

equipment of head office and part of other receivables; and

— all liabilities are allocated to reportable segments other than
loan from a related company and a non-controlling interest of a
subsidiary, tax payable, deferred tax liabilities and part of other

payables.

REZSBRARNESBEOEER

— KBRUHERE ROGEHLRE &)
FER 2 RN R D M FEUGRIASN - P
BEEXNDEEHMED: R

— BREEQFRMBERRFERERE
R ENTRIE RN IEAGRE S H
bR FRIESN - R BEHHES

Z
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8. SEGMENT INFORMATION (CONTINUED) 8. ZHWER m)
Other segment information H 5 & w
International
air and Manufacture
sea freight Securities and sale
forwarding trading of coal Unallocated Total
HK$000 HK$'000 HK$'000 HK$'000 HK$'000
BERRZER BER
BEEE EHFEE HER X ADE @zt
TET TET TER TER TR
Year ended BE-2-—-%
31 December 2011 +ZA=t+-HLEE

Amounts included in the measure S EHFERH S BEER
of segment profit or loss or FAZEE:
segment assets:

Gain on disposal of subsidiaries ~ HEKBA Rz % - - - (340) (340)
Amortisation of prepaid AN HH

lease payment - - - 5 5
Fair value changes on investment ~ REME R FEEE)

property - - - (420) (420)
Additions to non-current assets A EIERBEE (HizE)

(Note) 22 - 1m - 193
Depreciation of property, mE BE REENE

plant and equipment 6 - 857 660 1,523
Gain on disposal of plant and HESER R W

equipment (24) - - - (24)
Written off of plant and equipment #8522 &2 & & 8 - - - 8
Realised gain on investment FIERSRE 2B R R N

held for trading - (24,359) - - (24,359)
Fair value changes on investments  ${FR 5% EATEEE)

held for trading - 1,423 - - 1,423

Amounts regularly provided to the iR F 2 & ERFE EMERA
chief operating decision maker Rt 2N PEEID HEE
but not included in the measure B RBFAZEHE:
of segment profit or loss on
segment assets:

Interest revenue FEME - - (5) (1,302) (1,307)

Interest expenses FIBHY - - - 734 734

Income tax expenses R X - 1,092 139 - 1,231
Note: Non-current assets excluded available-for-sale investments and Mizx: MBS EETEEIHEREND

goodwill. £,
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SEGMENT INFORMATION (CONTINUED) 8. oHWER (m)
Other segment information (Continued) Higp#MEHR (50)
International
air and Manufacture
sea freight Securities and sale
forwarding trading of coal Unallocated Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BLEE EHEE HERER AAE et
FET FET FEL THEL THEL
Year ended 31 December 2010  #HZ=-T—T&+—AH
=+-BItEFE
Amounts included in the measure 5t 2 A BBk D & E R
of segment profit or loss or FAZEE:
segment assets:
Depreciation of property, nE BERRENE
plant and equipment 7 - - 135 142
Impairment loss recognised in o IE MR TR 2 R B 1
respect of trade receivables 180 - - - 180
Realised gain on investment RIERFREZBER W
held for trading - (127) - - (127)
Fair value changes on BENEATEZE
investment property = = = 360 360
Fair value changes on investments  F{EX SR E A FEE
held for trading - 23,619 - - 23,619

Amounts regularly provided to EHREEEERKERLRE
the chief operating decision REtEN BRI HEE
maker but not included in the BARBGAZDRE:
measure of segment profit or
loss on segment assets:

Interest revenue A Bz = = = (228) (228)
Interest expenses FIBRX = 268 - - 268
Income tax expenses RS 10 - = = 10

Note: Non-current assets excluded available-for-sale investments. Bzt : SER BB ETBIE HERE -
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8.

SEGMENT INFORMATION (CONTINUED)

Revenue from major products and services

The following is an analysis of the Group’s revenue from its major

products and services:

o EBE R ()
FEEREERE 2 WE

AT AAEEEEERNMRYEZ W
AT

2011 2010

HK$'000 HK$'000

—2——F —E-%F

FERT T

Manufacture and sale of coal Bl N SHE R K 24,054 -

Dividend income SR PN 3,443 1,526
Provision of international air and B Mz kg EEE

sea freight forwarding 6,547 6,334

34,044 7,860

Geographical information

International air and sea freight forwarding services are carried out in

Singapore, North and South America. Trading of securities are carried

out in Hong Kong. The manufacture and sales of coal are carried out in

the People’s Republic of China (“PRC").

Information about the Group’s revenue from external customers is

presented based on the location of the operations. Information about

the Group’s non-current assets is presented based on the geographical

location of assets.

Revenue from external customers

wEER

REBPNF IR - AL ZM KRB RMETTE
SMzERB L EERY RBEAETES
BEEXEL RPEARANE ([HE])E
TRUERIHERRER -

AEBESNEEPRGEERIRE SR E

Sl REEBIFREEEER HIREEME
wE 25 e

Non-current assets

2011 2010 2011 2010
HK$'000 HK$'000 HK$000 HK$'000

SR E ks FRBEE
—E-—-fF =T —E-—-f -z
FHT FAT FHT FHET
North and South America JEEMREEN 2,838 3,658 - =
PRC e 24,054 = 89,323 =
Hong Kong & 3,443 1,526 2,375 2,071
Singapore N3 3,709 2,676 17 =
34,044 7,860 91,715 2,071

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

FRBEETEREALERE -
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Gl b

ma

SEGMENT INFORMATION (CONTINUED) 8. ZHWEHR m)
Information about major customers FEEFEHR
2011 2010
HK$'000 HK$'000
] —T-%5
FExT FHIT
Customer A for revenue from BEPR (RS REERERK 2 HE) N/A
manufacture and sale of coal 24,054 TEA
OTHER INCOME 9. Hrlr A
2011 2010
HK$'000 HK$'000
—2——% —E-T%
FHET FAT
Interest income FEWA 1,307 228
Net exchange gain P& 5 Uy =55 58 - 156
Gain on disposal of property, HEWE - B REE 2 =
plant and equipment 24 -
Gain on disposal of subsidiaries (Note 33) & BT B A Al 2 Y (BT EE33) 340 =
Government grants (Note) BT R Bl (PR EE) 30 11
Sundry income YA 16 11
1,717 406
Note: During the year ended 31 December 2011, a government grant fe: 2T —F+-_A=+—HIHF

of approximately HK$30,000 (2010: HK$11,000) was granted to
the Group in relation to the job credit scheme in Singapore on the
condition that the Group has made CPF contributions in Singapore
during the year.

& AL BRI INE — B EMBIFT
EES BT B £30,0007 7T (==
—Z4F: 11,0007 ) - NEBBERF
RIEFET IS 2 B R ATES A EIE R
WMEEBZBT/HE -
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11.

10. FINANCE COSTS 10. B & B A
2011 2010
HK$'000 HK$'000
—ET——F —T-TF
F#ExT FHT
Interest on: AT EIEZHE
—loan from a related company —FAEARER 609 =
—loan from a non-controlling interest of a — B A E IR m B
subsidiary 125 -
— margin loan payables wholly repayable —BERAFRNEHEEZ
within five years ERFRER - 268
734 268
PROFIT (LOSS) BEFORE TAX 1. BRBADER (B1E)
2011 2010
HK$°000 HK$'000
=2 —F —
FET FHIT
Profit (loss) before tax has been arrived FrAi AT A (518 ) JThaEHBR T
at after charging: P F IR ER:
Staff costs EERA
— directors’ emoluments (Note 12(a)) —E=EME (KizE12)) 2,615 3,924
— other staff costs —HE fh{E 8 KA 3,934 3,837
— retirement benefits scheme contributions, —RREAFT IR
excluding directors TEEESHR 151 148
Total staff costs (PPN G 6,700 7,909
Auditor's remuneration % E RN B & 795 769
Depreciation of property, plant and equipment Vs MR REEBETE 1,523 142
Amortisation of prepaid lease payment SEURpiEhcR: 5 =
Impairment loss recognised in respect of IR IR R TSR 2 R (B S 18
trade receivables - 180
Written off of property, plant and equipment R RS R R 8 =
Cost of inventories recognised as an expenses BRAERAZ ZFEKA 21,917 -
Minimum lease payments under operating KEMES B2 &EH®
lease charges 3,661 3,535
Net exchange loss M 5, 5 18 )% 58 314 =
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12. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 12. EER{EEME

(a) Directors’ emoluments (a) EEM <
The emoluments paid or payable to each of the 13 (2010: 9) ENRENTI3R(ZE—FTF:9
directors were as follows: BIEEZAZHEMT :
Year ended 31 December 2011 BE-Z2——f+=ZA=+—HL
FE
Other emoluments
Hit# &
Retirement
Discretionary benefits
bonuses Salaries and scheme Total
Fees (Note)  other benefits contributions emoluments
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
WA ek RBIRER
e (M) Hi @ BEE B
TR TET TR TR TR
Executive directors HTES
Mr. Huang Bog' HABEAE - - 579 7 586
Mr. Du Chunyu! HERLAE - - 78 - 78
Mr. Ng Tang, David? RELE - - 270 13 283
Mr. Ren Zheng? EF A - - 259 6 265
Mr. Zhang Da Qing* RABE S - - 419 9 428
Ms. Ma Jun Li¢ HAL L - - 360 - 360
- - 1,965 35 2,000
Non-executive director FMTES
Ms. Yao Haixing* hEEZ L 68 - - - 68
Independent non-executive MBI IFHITES
directors
Mr. Chan Ngai Sang, R A e A
Kenny? 60 - - - 60
Ms. Xing Hua? M7 +3 60 - - - 60
Ms. Chung Kwo Ling?* EHEL L 274 - - - 274
Ms. Wong Yan Ki, Angel' BRELL! 62 - - - 62
Mr. Zhang Liang? R5s S AE? 29 - - - 29
Mr. Zhou Mingchi' [EBRA A 62 - - - 62
547 - - - 547
Total st 615 - 1,965 35 2,615
1 appointed on 24 June 2011 g RZZT——FAZ-+HAE
=
2 appointed on 4 October 2011 2 RZE——F T+ AMBEZE
3 resigned on 24 June 2011 3 RZZE——F XA TEHBE
4 resigned on 4 October 2011 4 RIE——F+ANBEE
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12. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 12. EEREESMSE &)

(CONTINUED)
(a) Directors’ emoluments (Continued) (a) ESEME (o)
Year ended 31 December 2010 HE—_T-FTF+-_A=+—HL
£
Other emoluments
Y
Retirement
Discretionary benefits
bonuses Salaries and scheme Total
Fees (Note) other benefits contributions emoluments
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
WA He Rk RIRAEF
e (BtaE) Hetn 2| SRR ae
THT THT THT TET THET
Executive directors HTES
Ms. Ma Jun Li Szt - - 478 - 478
Mr. Ng Tang, David RELE - - 585 27 612
Mr. Ren Zheng ESEE - - 524 12 536
Ms. Cheung Hoi Ping' REKZL! - 1,000 - - 1,000
Mr. Zhang Da Qing RAELE - - 626 12 638
- 1,000 2,213 51 3,264
Non-executive director FMTES
Ms. Yao Haixing hEEZ T 90 - - - 90
Independent non-executive ~ BUFHTES
directors
Ms. Chung Kwo Ling EHERL 125 - - - 125
Ms. Xing Hua ThEE 7+ 120 - - = 120
Mr. Chan Ngai Sang, Kenny ~ BRERE R4 325 - - = 325
570 - - - 570
Total @5t 660 1,000 2213 51 3,924
1 resigned on 30 June 2010 g RZZE—ZFA=THEE
Note: The discretionary bonuses are determined by reference to the e : RMIBREADN2RESEARR
individual performance of directors and approved by the EBE UKRFMEEGHE
Remuneration Committee.
The remuneration of directors of the Company is determined by ARAEEZHEeBHTHEESS
the remuneration committee having regard to the performance of EZEEEAARBRMIZBAEBETE

individual and market trends.
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12. DIRECTORS' AND EMPLOYEES' EMOLUMENTS
(CONTINUED)

(b) Employees’ emoluments

Of the five individuals with the highest emoluments in the
Group, two (2010: three) were directors of the Company whose
emoluments are set out in (a) above. The aggregate emoluments

of the remaining three (2010: two) individuals were as follows:

NR.EEREEME &)

(b) BEME

AEBLERRFTALTREARAF
MEER (ZT—ZF:=8) KE
ZHE RN EX (@D - R =%&
BHAL(ZZE-ZFF MEB) ZH
SHREHINWT

2011 2010

HK$'000 HK$'000

e —z-z5

FBT FHBT

Salaries and other benefits e kEAMEA 1,213 1,339
Retirement benefits scheme contributions RARAE T FT 2] 51 36 62
1,249 1,401

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

During the two years ended 31 December 2011 and 2010, no
emoluments were paid by the Group to the directors of the
Company and the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for loss
of office. None of directors of the Company and the employees

waived or agreed to waive any emoluments paid by the Group.

RAEFESRERE ZHMEHER
1,000,000/ 7T ©

REE_F——FR_F-FF+_
HA=1t—BILMEFE  FEEILE
MARBEERAERSHALX
B AR 5| 1 5 I B AR S B sk A
RREMBAEE 2 BB KA QB
BE WEARNREEREENE

HFRBEREEAME -
13. TAXATION 13. Bi1E
2011 2010
HK$'000 HK$'000
S —z—25
FEx FHIT
Current tax: g T

Hong Kong B 1,092 -
PRC Enterprise income tax BRI 139 =
1,231 -

Under provision in prior years BAFERETRE
Other jurisdictions Hithm)E#E R - 10

1,231 10

107



108

China Best Group Holding Limited Annual Report 2011

Notes to the Consolidated Financial Statements

e AR R M

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAIFE

13. TAXATION (CONTINUED)

Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable

profit for both years.

Under the Law of the People’s Republic of China on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate

of the PRC subsidiaries is 25% from 1 January 2008 onwards.
Taxation arising in other jurisdictions is calculated at the rates prevailing in
the relevant jurisdictions.

The tax charge for the year can be reconciled to the profit (loss) per the

consolidated statement of comprehensive income as follows:

13. BiIE (&)

BN EHAREMETE 2 bt ERFER
1£16.5% 2 TG & o

REREARLMBECEMESHE ([

JROE]) REEMSBUEZ BHaED] -
BfE AR -—EZN\FE-—A—BREZHX
A25% ©

Ht el A EEEEZHBRE B AR
ZIBITRERE

FRZHREM BRS 2EKERMIZ
mA (E1R) R T

2011 2010
HK$'000 HK$'000
—E——fF “E-EF
FHET FET
Profit (loss) before tax B A A (E18) 6,852 (55,282)
Tax at the domestic income tax rate of 16.5% RS HIFE16.5% (=&
(2010: 16.5%) —ZF:16.5% )T EZHIA 1,130 (9,121)
Tax effect of expenses not deductible for tax SHNBRASZ 2 BB
purpose 3,432 5,280
Tax effect of income not taxable for tax purpose  #EZEFRET LA Z Fi 75 5 (775) (289)
Tax effect of utilisation of tax loss AT ER 2 MR (2,004) =
Tax effect of tax losses not recognised RERZRBEER BB E 151 4,292
Effect of different tax rates of subsidiaries fEE fth B ERE R AT & 2 P /28
operating in other jurisdictions NEEATRRE 2 & (703) (162)
Under provision in respect of prior years BAEFERETRE - 10
Tax expenses for the year FRBIERE 1,231 10

Details of deferred tax are set out in Note 29.

BT IAF IS BN M 529 ©
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14. DIVIDEND

15.

No dividend was paid or proposed during 2011, nor has any dividend

been proposed since the end of the reporting period (2010: nil).

EARNINGS (LOSS) PER SHARE

The calculation of the basic earnings (loss) per share is based on
the profit for the year attributable to owners of the Company of
approximately HK$5,896,000 (2010: loss for the year attributable to
owners of the Company of approximately HK$55,255,000) and on the
weighted average number of 2,197,980,777 (2010: 2,109,795,845)

ordinary shares in issue during the year.

The computation of diluted earnings per share does not assume the
exercise of the Company’s outstanding share options because the
exercise price of those options is higher than the average market price

for shares for the years ended 31 December 2011 and 2010.

14. R B

15.

ARABRZZE——F I EIR SR T
A5 - B B R4 B R DA SR I £ 4R 4E {a] B
B(ZE—ZF:|)-

BREF (BR)

BRERBR (ER) HRERNARES
A FE 5 £ A5 F 495,896,000 7T (==
—ZF:ARAHEBEABGBEABED
55,255,000/ 7T ) & 6 A B B 1T & AR AN
T 19%2,197,980,777% (=T —F &
2,109,795,845/% ) 5t & o

BE-_F " FR-F - FTFT+A
=t+—HILFE  ARAAE HARITERE
gz TEERR RS P E  HEH
SR BN R R R A R R R T
fig e
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16. PROPERTY, PLANT AND EQUIPMENT

16. 1% - HB R R E

Construction Plant and Furniture Office Motor
Buildings  in progress  machinery and fixtures  equipment vehicles Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
¥ HEIR RBEREE GAREKE BOZERE AE @zt
THT TR TR THT FHT T THT
COST B
At 1 January 2010 nZZ-FF—H—H = = - 155 830 1,308 2,343
Exchange realignment fE 5 A% - 2 . i 4 . 4
Written off s = = = = (13) = (13)
At 31 December 2010 and RZZT—TF
1 January 2011 +ZA=+—Hk
—T—%—-f—H = - - 155 871 1,308 2,334
Exchange realignment ERREEES 77 3 31 - 4 3 118
Additions E = = 106 65 22 - 193
Acquired on acquisition of Wi BB R B A R P
subsidiaries 40,580 1,525 10,440 58 - 1,278 53,881
Written off sH - - - - (329) = (329)
Disposal HE - - - - (193) = (193)
At 31 December 2011 RZT——F
+=-A=+—H 40,657 1,528 10,577 278 375 2,589 56,004
DEPRECIATION il
At 1 January 2010 RZZ-ZF—-f—H - - - 108 750 772 1,630
Exchange realignment ERTEEE S - - - - 4 - 4
Provided for the year FAEE - - - 7 28 107 142
Eliminated on written off i SH R 8 = = = = (13) = (13)
At 31 December 2010 and RZZ—TF
1 January 2011 +-A=+-BR
—T——%—f—H - - - 115 769 879 1,763
Exchange realignment ERTEEE S - - - - 4 - 4
Provided for the year FREE 1,097 - 259 9 20 138 1,523
Eliminated on written off 58 e 5 5 - - - - (321) = (321)
Eliminated on disposal S5 - - - - (193) - (193)
At 31 December 2011 RZIZ——%
+-A=+—H 1,097 - 259 124 279 1,017 2,776
CARRYING VALUES RHEE
At 31 December 2011 RZT——F
+-A=+—-H 39,560 1,528 10,318 154 96 1,572 53,228
At 31 December 2010 RIZ—ZF
+=A=1-E - - - 40 102 429 571
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16. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

17.

The above items of plant and equipment are depreciated on a straight-
line basis at the following rates per annum:
Buildings 5% or over the shorter of
lease, whichever is shorter
10%

10% —33.33%

10% —20%

16.67% —33.33%

Plant and machinery
Furniture and fixtures
Office equipment

Motor vehicles

As at 31 December 2011, the property usage permits of certain
buildings situated in the PRC under medium-term lease have not been
granted by relevant government authorities with the aggregate carrying
values of approximately HK$39,560,000 (2010: nil). In the opinion of
the directors of the Company, the absence of property usage permits
to these buildings does not impair the value of the relevant buildings
to the Group. The directors of the Company also believe that property
usage permits to these buildings will be granted to the Group in due

course.

16. Y13 - B R =RE ()

SR I R B B L T
FREHRYE

BF 5% sk A £Y F 5 -

U EERE
T B5 K i 25 10%
CRINSES= 10% - 33.33%
I NE 10% - 20%
aE 16.67% —33.33%

R_ZF——F+=-_A=+—8 BEEHA
P AR AR E TR ERF R
BRAEZEFZYEERH  HRIREE
#) /339,560,000 7C (ZZE—FF &) »
AAREFZRE KEDRSEF2ME
FERZAITESAEEERAEFTEENR
BE-ARRERTEE AREHRNEE
KRR RZSET 2 MEERT -

PREPAID LEASE PAYMENT 17. @£
2011 2010
HK$'000 HK$'000
=F——% T %5
FHExT FHT

Analysed for reporting purposes as HMEMIEL 2D

Current asset MBEE 24 =
Non-current asset JEREEE 202 =
226 -

The prepaid lease payment represents payment under an operating
lease for the right to occupy and use of a land situated in the PRC for
a period up to 2021. The amount will be amortised throughout the

remaining lease period.

BNESEANBE T = —FILHRHIE
AR AR R B2 30 2 #EF AR
BREBHN 2 EBE - ZEFIBKRF

11
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18.

INVESTMENT PROPERTY 18. REWE=
HK$'000
FHTT
FAIR VALUE AFE
At 1 January 2010 RZZE-—TF—-H—H 1,860
Fair value change recognised in profit or loss R TRERZ AT EE (360)
At 31 December 2010 and 1 January 2011 RZFE—TF+_A=1+—HK
—f—H—H 1,500
Fair value change recognised in profit or loss FEW s R IER 2 N FEEE 420
At 31 December 2011 R-ZE——F+_H=+—H 1,920
The fair value of the Group's investment property at 31 December 2011 RZTE——FR_F—FFF+A=+—
and 2010 have been arrived at on the basis of a valuation carried out on B AEBE®REME 2 AT ERERSE

that date by LCH (Asia-Pacific) Surveyors Limited, independent qualified
professional valuers not connected to the Group. LCH (Asia-Pacific)
Surveyors Limited are members of the Hong Kong Institute of Surveyors.
The valuation was arrived at using the direct comparison method, by

reference to market evidence of transaction prices for similar property.

The Group's property interests held for capital appreciation purposes
are measured using the fair value model and are classified and

accounted for as investment properties.

The carrying amounts of investment property shown above are situated

in Hong Kong under medium-term lease.

WS 2 B A BB ELEMMEETT
RIEEERARTNZBETZHEHNE
METHEMER AR RBBANEMES
e -FRGERAERLEEZZERE
MEZXHEBEZ TS BRELT

AEBEREEERNBEZYEERZAR
FEEAFE LINEREMEBRIEA
IE o

EIREBEMEZREELNER  LAF
HALRE
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19. AVAILABLE-FOR-SALE INVESTMENTS

e PR

19. i HERE

2011 2010

HK$000 HK$'000

—e——% —z-z5

FER FAT

Unlisted equity securities JEETMIRATE 38,250 38,250
Less : impairment losses recognised W BRI EEE (30,750) (30,750)
7,500 7,500

In 2002, the Group, through an acquisition of a wholly-owned
subsidiary, acquired 30,000,000 promoters’ shares in Beijing Beida
Jade Bird Universal Sci-Technology Company (“BBJB”) (the “Promoters’
Shares”) of RMB0.01 each at a consideration of HK$38,250,000, which
is equivalent to 2.53% of total issued share capital (including H shares

and Promoters’ Shares) of BBJB.

BBJB is a joint stock company with limited liability incorporated in
the PRC with its H shares listed on the Growth Enterprise Market of
the Stock Exchange (the “GEM Board”). The Promoters’ Shares were
unlisted share capital issued by BBJB when it was initially listed on the
GEM Board in 2000. According to the Company Law in the PRC, the
Promoters’ Shares were not transferable within three years from the

date of incorporation of BBJB on 29 March 2000.

The directors of the Company were of the opinion that the recoverable
amount of the available-for-sale investments was significantly below its
original cost, an impairment of HK$30,750,000 was recognised in the
consolidated statement of comprehensive income in prior years. At 31
December 2011, the carrying amount of available-for-sale investments
of approximately HK$7,500,000 (2010: HK$7,500,000), net of
impairment loss of available-for-sale investments of approximately

HK$30,750,000 (2010: HK$30,750,000).

RZZZ-_F AEEFZBKRE—H2
& Wi /E A 7] - bA38,250,000/8 T EHE A
30,000,0008% 1t 1K B BRF R G
BRAB(EAER) BREBEARE
0.01TZ ARG ([ERAKRG]) - 48
ERIEAREBEEITRALREE (BIEHR
KA ARG )2.53% ©

ERERBNPEZMAIL N ER
BERATE HHREB R AAIZER (T8I
R1) B HRABRMNBUERESR-F
ERFHRERIFER EMRITZIEET
A RIBHBI A TE FERARMBIL
AERNR-TZZF =~ + N B MK
VEFF=FANGEZE-

AABEEZRA AMEHERE 2 A E
SRERENERRAN WERBAEFEE
4R e 2 E Y & R 1E30,750,00078
CRZE——FFTZA=+—H At
HERE ZIREEX 47,500,000 7T (=
—Z 4 7,500,000/ 7T) * & E K
,\>‘me)§§%§%@30,750,000?§%(:-- S
4 130,750,000/ 7L ) °

u)

‘}ﬂ

ol
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20. GOODWILL 20. B8
HK$'000
FHIT
Arising on acquisition of a subsidiary during FRERR=ZZT——F+=ZA=+—H
the year and as at 31 December 2011 (Note 32) U EE T B A R R = A& (F15E32) 36,365

WEEEEBELZBEEDEEAKE
HERHEERR2ACELEM ([RE

Goodwill from acquisition of Suntech Group was allocated to the

Group's cash generating unit (“CGU") of manufacture and sale of coal.

The basis of the recoverable amount of the CGU and the major

underlying assumptions are summarised below:

The recoverable amount of this CGU has been determined on the basis

of value-in-use calculation with reference to a valuation performed

EEEM]) -

ReELBENARESBEZ EERTEH
BB T

MRS EE BRI ESE T2 RERE
B EBE B A EREXMGEMTE

by Jones Lang LaSalle Corporate Appraisal and Advisory Limited, BT R AR ERNERAREIT Z M
independent qualified professional valuers not connected to the B REREBEFEELEEE ZAEA

Group. The calculation uses cash flow projections based on financial
budgets approved by management covering a 5 years period and

discount rate of 15.01%. Cash flow beyond the 5 years period have

ERERRERER BN EZTFHY
BIRE - ARBEER X 15.01 %5 H 2R
ERA -AFHMERCBASREERFIEL

been extrapolated using a steady 3% growth rate. This growth rate is 3%BREME - LI R ETHIRRITHIG
based on industry growth forecasts and does not exceed the average RIGAGFTE  WEBLARITECFEER

long-term growth rate for the relevant industry. The directors of the
Company were of the opinion that the recoverable amount is exceeded
its respective carrying amount as at 31 December 2011, and no

impairment loss of goodwill was necessary.

HRERE - ARAREERR REEHE
BEER -_Z——F+t-_H=1t—Hz#
FREE REFIRBEBRERE-

21. INVENTORIES 21. 78
2011 2010
HK$'000 HK$'000
—E——F —T-ZF
FHERT FAT
Raw materials and consumables R B R SEFE S 1,585 -
Finished goods LUAK G 1,613 -

3,198 =
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Hftb B WK IR

22. TRADE AND OTHER RECEIVABLES

The Group allows an average credit period normally ranging from 30
days to 90 days to its trade customers. The following is an aged analysis
of trade receivables (net of allowance for doubtful debt) presented

based on the invoice date at the end of the reporting period. The Group

22. EWIR R K%

AEERTESREZFHEER KN
F30HE90R 2 @ - A T ARHRE HRIR

BERHAMZ5 2 BUKIRR

(B4R R IR

) IREE DM - AERB W BT A ZFHER

does not hold any collateral over these balances. Z R R o
2011 2010
HK$'000 HK$'000
—e——% —T-25
FET FAT
0 - 30 days 0230H 29,033 1,048
— 60 days 31260H 326 216
— 90 days 61290H 5 117
Over 90 days @90 H 1,342 -
Trade receivables JE YR 5K 30,706 1,381
Deposits and prepayments e RIBRRIE 1,760 893
32,466 2,274

Included in the Group’s trade receivable balance are debtors with
aggregate carrying amount of HK$1,342,000 (2010: nil) which were
past due at the end of the reporting period and for which the Group
has not provided for doubtful debt. Aging of trade receivables which

are past due but not impair:

The aging analysis of trade receivables that are past due but not

impaired is as follow:

AEBRUBIRRERTERAREER

1,342,000 L (ZF—F

FE)ZEWR

R REHAREAE B ARSEY &
FARIREHR A - CAHERERE B

IR IR -

B 78 B8 050 (B 2 FE WOk SR IR e 9 AT 40

™

2011 2010

HK$'000 HK$'000

=2 —F e

T AT

Over 90 days HB3B90H 1,342 -

Trade receivables that were neither past due nor impaired relate to

a wide range of customers for whom there was no recent history of

default.

AR EA TR R E 2 B R R0 B A B

RIDHZ BB o

115



116

China Best Group Holding Limited Annual Report 2011

Notes to the Consolidated Financial Statements
e R AR T

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAIFE

22

23.

TRADE AND OTHER RECEIVABLES (CONTINUED)

Trade receivables that were past due but not impaired related to a
number of independent customers that have a good track record with
the Group. Based on past experience, the management believes that no
impairment allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the balances are

still considered fully recoverable.

Movement in allowance for doubtful debts of trade receivables were as

22. & Wi 5K B2 EL 4t BB WK IR

(%)

ERMEEREZ BUEIRTS R Z BN
SEABRIFERREIBILEP R
BERR BEEMRE ANEEERY
BEABE ZFEHRDEE QA 2R
B - ST LUt F AR AT IRR B R R o

FEU IR R RIRBEEEEEN AN T

follows:
2011 2010
HK$'000 HK$'000
- i =t
FHET FET
1 January —A—R 1,639 1,459
Impairment losses recognised BRI ERE - 180
31 December T=A=t—H 1,639 1,639

Before accepting any new customer, the Group uses a system to
assess the potential customer’s credit quality and defines credit limits
by customer. Limits attributed to customers are reviewed on a regular

basis.

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

conditions. Consequently, specific impairment loss is recognised.

HELD FOR TRADING INVESTMENTS

EERMEMHELA AEERA AR
BAHEBEERPZEREER UBAIER
ZIEERB-BEFZEERBINEHNE
o

REREHAR  AEERERIE A B

1R KETE AR ME © B85 2 RE 2 YRR

KREFP 2 ERELH (WM FERHERR

HFOR) R ERM LR - B AKEE
RN TE < BB R 1R

23. HERGRE

2011 2010
HK$'000 HK$'000
% &
FExT FHIT
Investments held for trading: FHEZHIRE -
— Equity securities listed in Hong Kong —RBEB LM 2 RAEFH 27,956 74,533
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For the year ended 31 December 2011 #ZF—F——4#+-A=+—AULFE

HELD FOR TRADING INVESTMENTS (CONTINUED)

Held-for-trading investments are stated at fair value. The fair value of
the listed securities has been determined by reference to published price
quotations in active markets. Loss on fair value changes of held-for-
trading investments of HK$1,423,000 (2010: HK$23,619,000) has
been recognised in profit or loss during the year ended 31 December

2011.

During the year, the Group disposed of certain listed securities and
realised gain on investments held for trading of HK$24,359,000 (2010:
HK$127,000) has been recognised in profit or loss during the year
ended 31 December 2011.

DEPOSITS PLACED WITH SECURITY BROKERS

The deposits placed with securities brokers carry interest ranging
from 0.001% to 0.1% (2010: 0.001% to 0.1%) per annum and are

repayable on demand.

BANK BALANCES AND CASH

Bank balances and cash comprises cash held by the Group and bank
balances that are interest-bearing at prevailing market interest rates
ranging from 0.01% to 2% (2010: 0.01% to 0.07%) per annum and

have original maturity of three months or less.

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

transferable:

238

24,

25.

BERXRZERE ®

FERFRERATESEK FHHERZ
ATEDNESEFERTIS 2 BB R RELE

E-BE-ZT——Ft+-_A=+—RHIF
EFEERKRRBRIFERHKERFE
B8 2 5181,423,00057C (ZE—TF:
23,619,000/ 7T ) °

FRAREHEET ETES YRE
E-E——F+-A=+—BIFEZ
WEXRERFEXHRE2CERKE

24,359,000/ 7T (= —Z4F : 127,000/
JC) °
FHREBSRBELITZER
EHRBHCLTZTEREEMNENT
0.001E=01E(ZZE—ZF:0001EE

0.1E)stE - BAEEXREE

RITERRAE

RITERRASOEAEERFRS R
RIT 4884 - RIAT T35 F F E0.01E £2
B(=ZZ—Z%:0.01EZ0.07E):t 5"
BREBAA=@AKUT

RITREBREIRE P A T B INEE
FRBIR ST A B HEEEZKIE

2011 2010
HK$°000 HK$'000
=25 —T-TF
FHx Fax

Amounts denominated in: PATRB| S ¥ HE > 28
His BT 44,761 B
RMB AR 832 7,678
45,593 7,678
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26.

27.

28.

TRADE AND OTHER PAYABLES

The following is an aged analysis of trade payables presented based on

the invoice date at the end of the reporting period:

26. FE {3 iR 3R K H Ath FE S TR IR

AT AR RS AR R A 2712
IR IRH 17 :

2011 2010

HK$'000 HK$'000

—E——F —T-TF

FET FHT

0 - 30 days 0£30H 571 622
31 - 60 days 31£260H 6 14
61 — 90 days 61290H 1 -
Over 90 days HBE90H 968 1,088
Trade payables FE SRR 1,546 1,724
Accrued charges and other payables FEET & R K H b FE S kI8 57,232 13,118
58,778 14,842

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

payables are settled within the credit timeframe.

As at 31 December 2011, included accrued charges and other
payables of approximately HK$42,229,000 (equivalent to approximate
RMB34,597,000) were amounts due to former shareholders of a
subsidiary of Suntech Worldwide Limited, which is acquired during the
year ended 31 December 2011. The balances are unsecured, interest-

free and repayable on demand.

LOAN FROM A RELATED COMPANY

The amount is unsecured and non-trade in nature, carries interest at
8% per annum and repayable within 1 year. A director of a subsidiary

is also the director of the related company.

LOAN FROM A NON-CONTROLLING INTEREST
OF A SUBSIDIARY

The amount is unsecured and non-trade in nature, other than an
amount of approximately HK$21,000,000 carries interest at 2% over
Hong Kong prime rate per annum and repayable within 1 year, the

remaining balance is interest-free and repayable on demand.

e 2 FEEEHR0HF - AEERER
BV BEREERER  BRHAABNFR
EIMEEHRLEE -

R=F—F+=-—A=+—H EFEA
Ko B JiE <) FRIB £942,229,0007% 7T (FH%5
R # A R #34,597,0007T) F B FE =
ERIRERARIZHBAR (REBEE=Z
——F+ - A=+—BIFEKRE) /K
KRB -ZEERAEET - 2B RANRE
EREE-

27. BEATER

ZAR AR ERRLEIFE S EE  RFF
KBt B RAR —FREE - — KB
RAIZEENRZBERRZESE-

28. B AR FFEREZEN

ZHRERBEEAREIESIME BR—%
AE#921,000,00078 T 2 FIBIRFEFREH
BEREEMNEIMETERER —FAE
BN REYRESRAREKRER-
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29. DEFERRED TAX LIABILITIES

The major deferred tax liabilities (assets) recognised and movements

thereof during the current year and prior year are summarised below:

EER RS B

RAFER L FERRZTRRERRE
B(EE) RESEHHERMT :

Revaluation of

Accelerated property,
tax plant and
depreciation Tax losses equipment Total
HK$'000 HK$'000 HK$'000 HK$'000
pilIE%3 M BER
BEFRE REER REEM st
FHET FHET FHET FAT
At 1 January 2010 R=-ZE—FTF—H—H 63 (63) = =
(Credit) charge to consolidated B 4R4& 2 @R
statement of comprehensive (Rt A) Bk
income (8) 8 - -
At 31 December 2010 and RZZT—TF
1 January 2011 +ZA=+—HK
—E——%F—H—H 55 (55) - -
(Credit) charge to consolidated B #R& 2 MK
statement of comprehensive (Rt A) 0k
income (6) 6 - -
Acquired on acquisition of A EPNGIS G
subsidiaries (Note 32) (PfsE32) - - 2,403 2,403
At 31 December 2011 RZT——%F
+=-—A=+—8H 49 (49) 2,403 2,403

At 31 December 2011, the Group has estimated unutilised tax losses of
approximately HK$140,306,000 (2010: HK$151,572,000) available for
offset against future profits. A deferred tax asset has been recognised in
respect of estimated unutilised tax losses of approximately HK$297,000
(2010: HK$333,000). No deferred tax asset has been recognised of the
remaining tax losses due to the unpredictability of future profit streams.
The estimated unutilised tax losses of approximately HK$140,009,000
(2010: HK$151,239,000) will not expire under the current tax
legislation in Hong Kong. The estimated tax losses attributable to
a subsidiary in Singapore amounted to approximately HK$153,000
(2010: HK$123,000). The use of such estimated unutilised tax losses
is subject to the agreement of the tax authority and compliance with

certain provision of the tax legislation in Singapore.

R—T——F+-_A=+—H8 K&EEA
FA VB 85 5K 21 s W 2 1 5 R B R B 755 7S
B %) /5140,306,0008 L (=T —FF:
151,572,000/ 7T ) oZl&EEWﬁEH@J
RIS E1849297,0008 7T (T —FT4F :
333,000/ 7T ) EE;L@URIE:éfE o AR
BETEAI B 12 25 F ROR - AN 52 B 0 A it
BB R ERELEHIBEE s
Bf) A B 75 85 18 49140,009,00058 7T (= &
—Z 4 : 151,239,000/ 7T) BT € RIEF
PEIRATRLARIER o S AN KT B A Rl fE (R 2
HET BT BB 40 A153,0008 T (=& —
T4 :123,00087T) < FRAZE MR
AR EE AR ISR = - &SP
DB EE TR -
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30. SHARE CAPITAL 30. 7S
Number of Share
shares capital
'000 HK$'000
IR 8 E i A%
Fh& FHET
Ordinary shares of HK$0.05 each SRR EE0.05/8 T 2 E Bk
Authorised: ERE
At 1 January 2010, 31 December 2010, R—ZE=—ZTF—-—H—A1-
1 January 2011 and 31 December 2011 —E-TF+_A=+—8"
—T——F—H—-HK
—E——f+-"A=+—H 50,000,000 2,500,000
Issued and fully paid: ERTRAR:
At 1 January 2010, 31 December 2010 and RZZE—ZTF—-H—1-
1 January 2011 —EEFET_A=+—HBEK
—E——F—H—H 2,109,796 105,490
Issue of shares for the acquisition of AU EENT B AR (MFFE32)
subsidiaries (Note 32) & 1T D 321,875 16,094
At 31 December 2011 RZE—F+=-A=+—H 2,431,671 121,584

On 23 September 2011, 321,875,000 new shares (“Consolidation
Shares”) of the Company were issued at HK$0.08 each as part of the
consideration of the acquisition of Suntech. The Consolidation Shares

were recognised as fully paid upon completion of the acquisition.

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

RZE——FAA=-_+=H ARQ7
321,875,000 #T ik (& Btk A | ) 2 &
1%0.08 8 BT tERUIERFEZ A K
B RN IETKFERLSHE

ZERMAER T HERE RO FH FFHE

N3
o

Bl
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31. SHARE OPTION SCHEME

The 2002 Scheme

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

incentive or rewards for the participant’s contributions to the Group.

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

the issued share capital of the Company from time to time.

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

preceding the date of grant; (iii) the nominal value of a share.

31.

B 5T 2

—BE-FiY
RZZEEZF=A+N\H KARFEH=
ZZ_FHE([ZZZ_F518]) &
o ARREFEARBATALARE
= (BRIFATES) EE HER &
B mARSE B AR AT - B3 s B A BT
SEZEMALHER AEBERKE
RAZBRIAEEHEEREZEMNE
BUANBAERZ BHREKRIELERZ
EREMARKENZ ALHER ([2
HE|)REBRE ARBE_TZ_F5t
E 2 GERRBERRZRMD - — BB _F
SRz T2 EMENAES B2 EE S
AEBELER -

ARE—FT —Fat 8l R AR REFEAM
BREFSSTREZAABREET
A RERTTZ RN AR TRBBRA
“EZ-_FHEARARAREBTRA
210% " HEE AR BIRIR BT A BIRR
She AT ARBE-_ZEZ_FHERER
AR A R A A B B A T1T6EMm
ATEZ PIA BRI RITRRAIERTZ
B &EEEE AR SBBARRTE

BETIRAZ30% °

RE-ZFT_FHEARDZBRERND
ZRBEEREIRNAESEEZER T
BERUAT=EhERSE : (WRLEBEH
(BREXER)EBRZXMERRERTHAR
ARRRGZWHE: (RBERRHBEH
A AER 5 BB RS B RERMBA
REEAD 2 P E ¢ iDAin 2 E1E
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31.

SHARE OPTION SCHEME (CONTINUED)
The 2002 Scheme (Continued)

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

the shares in issue.

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

Participants.

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

full force and effect in respect thereof.

Options granted under the 2002 Scheme must be taken up within 21
days of the date of grant. Upon acceptance of the option, the grantee

shall pay HK$1 to the Company as consideration for the grant.

At 31 December 2011, the number of shares in respect of which
options had been granted and remained outstanding under the 2002
Scheme was 118,442,807 (2010: 140,063,677), representing 4.87%
(2010: 6.64%) of the shares of the Company in issue at that date.

BRESE (2
—2RECEHE W

RiRE T T - Fit B RAQ LALLM
F AR 51 8138 T E T 1ELA 2 B AR 52
ME4T RALERT 2RO SR TEBE
EBTRH21% -

TR _FFAVEFEEARERR L
ME MARREFTEA2RNBERER
ERFEHR - R LS BERE 2 &ES
EHRBHESSRTRABRAEE BT
HaREZMEMELFBERE -

—EE_FFERBRA_TT _F5tE
BHREE—"ZE——F=A+tRIL+F
A—EAR HRETEE - FREER
R 2T -FHAFEPRREZ
BRI AR R E BT IR E T IATTE
B R S 2RERMERMTE
BRETREARIMER-

RIE—TT —FEEIR D 2 BREANRE
HHEE21I R AR - PR AR AR
ARARRARRRZMNBLT (ERER
BREZRE-

W-ZZE——¢+-_A=+—0 BE_
T FA BRI R R AT 2 B AR
WRZBRMHEE £118,442,807Kk (=F
— T4 :140,063,6778%) - HE R A A7)

EHEZTRMNILTI% (T —TF:
6.64% ) °
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31. SHARE OPTION SCHEME (CONTINUED) 31. BRAERH &l (2
The 2002 Scheme (Continued) —EEFFE®
For the year ended 31 December 2011 BE_Z——F+-A=+—HLFE
The following table discloses movements in the Company's share TREEARAQAIRE ST _F5rEIEE
options granted under the 2002 Scheme during the year ended 31 LEREREEZE T ——F+=-A=1+—
December 2011: BIEFEZEHER
Number of share options
BREHA
Granted Lapsed
Exercisable Exercise Outstanding during during Outstanding
Date of grant period price at1.1.201 the year theyear  at31.12.2011
R=8--% R=%--%
-A-A +T=H=+-H
BHAE T8 @ 18 R AT B FREH FREN i R AT B
Employees 5.10.2004 5.10.2004 t0 5.10.2014 0.317 224,749 - (224,749) -
EE —TTMEF “TTMFETARAZE
+A®RA —T-MF¥+ARA
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 1,168,696 - (1,168,696) -
—TThE “ZTRFNAZTAHZE
NAZ+7~H “Z-RAFNA=THA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 20,227,425 - (20,227,425) -
“ZTHEF “TTLFNAZTHE
NAZ+H “ZT—tFENA=TH
Sub-total 21,620,870 - (21,620,870) -
NGt
Other eligible persons 5.10.2004 5.10.2004 t0 5.10.2014 0.317 5,618,729 - - 5,618,729
HiG B/ AT —TTME “TTMFTARAZE
+A®RA “T-ME¥+ARA
26.9.2005 26.9.2005 t0 25.9.2015 0.3695 67,649,498 - - 67,649,498
—ZThE “ZTRFNAZTAEE
NAZ+7~H “Z-HEFNA=TERA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 27,194,648 - - 27,194,648
“ZTLEF “TTLFNAZTHE
NA=+H “ZT—tFENA=TH
7.9.2007 7.9.2007 t0 7.9.2017 0.685 13,484,949 - - 13,484,949
“ZTLEF “ZEHENALEE
NALH “T—+tFNAtA
28.9.2007 28.9.2007 t0 28.9.2017 0.7385 4,494,983 - - 4,494,983
“ZTLEF “ZTEFNAZTNEE
NA=+/\H “Z—tFNAZTN\H
Sub-total 118,442,807 - - 118,442,807
NGt
Total 140,063,677 - (21,620,870) 118,442,807
Mt
Exercisable at the end of
the year 118,442,807

RERATT(E

Weighted average exercise
price (HK$) 0.495 = 0.611 0.476
IEFHTHEE (BT)
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31. SHARE OPTION SCHEME (CONTINUED)
The 2002 Scheme (Continued)

For the year ended 31 December 2010
The following table discloses movements in the Company’s share
options granted under the 2002 Scheme during the year ended 31

31. BIRERE ()
“EE_F5E ()

BE-F-BFT-A=T-ALEE

TREBARARE_TT—

FrHEIE L

ZERERNEE—T—TF+ _A=1—

December 2010: BIEFE 2 #8ER
Number of share options
BREHE
Granted Lapsed
Outstanding during during  Outstanding
Date of grant Exercisable period Exercise price at 1.1.2010 the year theyear  at31.12.2010
RZE-2F R-E-2F
—-A-H +=H=+-8
R A T8 T i RATHE FREH FREMU i RATHE
Employees 5.10.2004 5.10.2004 t0 5.10.2014 0317 224,749 - - 224,749
ES —ZEMF “ZEMFETAERZE
+AEA “T-MF¥+AAA
26.9.2005 26.9.2005 to 25.9.2015 0.3695 1,168,696 - - 1,168,696
“22RF “ETRFNAZTABE
NA=+7<H “ZT-AFNAZTEA
20.8.2007 20.8.2007 t0 20.8.2017 0.6275 20,227,425 - - 20,227,425
ZERLF “ZZHENAZTHE
NA=+AH “Z—+FEN\AZTAH
Sub-total 21,620,870 - - 21,620,870
et
Other eligible persons 5.10.2004 5.10.2004 t0 5.10.2014 0317 5,618,729 - - 5,618,729
Hit A BI/AL “RRNE “REMETAREE
+AEA —ZT-MF¥+AAA
26.9.2005 26.9.2005 to 25.9.2015 0.3695 67,649,498 - - 67,649,498
—ZERF “ZTRFENAZTAHEZE
NAZ+7<H “Z-RAFNAAZTEA
20.8.2007 20.8.2007 to 20.8.2017 0.6275 27,194,648 - - 27,194,648
S o3 “ZTtFNAZTHE
NA=+H “Z—+FN\AZTH
7.9.2007 7.9.2007 t0 7.9.2017 0.685 13,484,949 - - 13,484,949
S o3 “ZTLFENALRZE
NAtA —T—tENALA
28.9.2007 28.9.2007 to0 28.9.2017 0.7385 4,494,983 - - 4,494,983
S o3 “ZTEFERAZTN\HZE
NA=+NH —ZT—tFAAZTNA
Sub-total 118,442,807 - - 118,442,807
et
Total 140,063,677 - - 140,063,677
st
Exercisable at the end of
the year 140,063,677
RERA(TE
Weighted average exercise
price (HK$) 0.495 - - 0.495

MEFTRE (BT
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For the year ended 31 December 2011 #ZF—F——4#+-A=+—AULFE

SHARE OPTION SCHEME (CONTINUED)

No share options had been granted or exercised under the 2002
Scheme during the two years ended 31 December 2011 and
21,620,870 share options had been lapsed during the year ended 31
December 2011.

ACQUISITION OF SUBSIDIARIES

On 23 September 2011, the Group completed to acquire 55%
of the equity interests of Suntech Group for a consideration of
HK$45,750,000 from Great Soar Investments Limited (the “Vendor"),
an independent third party. This acquisition has been accounted for
using the purchase method. The amount of goodwill arising as a result
of the acquisition was HK$36,365,000. Suntech Group is engaged in
the manufacture and sales of coal. Suntech Group was acquired so as

32.

BRESE s

REE-_ZE—F+-A=1+—HBILWE
FERATERE-ZTT _FiraFH%
TZERE MREE=Z—F+=A
=+—HBIEFE " 21,620,870 EBRER
KB o

s &5 Bff B8 X F

RZZE——FNAZ+=B FEEZK
0] — %4 %37 5 = J7 Great Soar Investments
Limited ([E 7 ]) 5 E B 255%K%
¥ R (B 545,750,000 T 2 HWEEE
FERABEEANR WBELEZHESER
36,365,000/ TT ° {5 1 & B 1 5 55 K 35
EERER - NEET AREREEET

to continue the expansion of the Group’s business. WHEEEEE-
Consideration transferred EEERE
HK$'000
FAT
Cash e 20,000
Consideration Shares RERMD 25,750
Total consideration wRE 45,750
As part of the consideration for the acquisition of Suntech Group, 321,875,000/% & X E {E0.05/4 T Z N A
321,875,000 ordinary share of the Company with par value of HK$0.05 AITRAREERIT EAKBEEEE
each share were issued. The fair value of the ordinary shares of the ZHORE-ARAEBERZATFER

Company, determined using the published price available at the date
of the acquisition, amounted to HK$0.08 each share. The Vendor
has provided a profit guarantee amounting to HK$18,000,000 to the
Group for the period from 23 September 2011 to 22 September 2012.
The Consideration Shares have also been pledged to the Company in
respect of this profit guarantee.

Acquisition-related costs amounting to HK$957,000 have been
excluded from the consideration transferred and have been recognised
as an expense in the current year, within the administrative expenses in
the consolidated statement of comprehensive income. The fair value of
contingent consideration is zero at the date of inception and the end of
reporting period, which has been determined by a valuation performed
by an independent firm of professional valuers.

FAR0.08% 7T - TR B 2 AR M E
EE - B B [MANE E 2 £18,000,00078
L2 mMRFE RER-_T—FNA
“t+=ARET——FNAA=Z+=HI
HAR o (B AR 17 IR E B 2 T8 ik A1 AR 78 45 1
R VNE]

A [Z - Y 5 18 BE AKX 48957,000/ TT R
BRI ADERERERN  AERGSZEK
BRZITH X HNER RS« HARE
ZAFERRERVEPRAT  THER
BUBRMEMTETZHEREE-

125



126 China Best Group Holding Limited Annual Report 2011

Notes to the Consolidated Financial Statements

e AR R M

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAIFE

32. ACQUISITION OF SUBSIDIARIES (CONTINUED) 32. WM B A A (&
Assets acquired and liabilities recognised at the RBBHARAFEWBZEER
date of acquisition at fair value are as follows: BRAZEENT:
Acquiree’s Fair
carrying value
amount adjustment Fair value
HK$'000 HK$'000 HK$'000
W BT =~
IR E {8 AT EHE ATE
FHET FHET FAT
Net assets acquired of: Bz RERE:
Property, plant and equipment ERE Y 44,270 9,611 53,881
Prepaid lease payment ENHEE 231 - 231
Inventories T8 17,685 - 17,685
Trade and other receivables JFEE LT MR 3R e L i R Wi 5k 3B 11,016 = 11,016
Bank balances and cash RITRABR LA ® 7,147 - 7,147
Trade and other payables JE A<F R FR % L fib FE A5 FRIB (47,147) = (47,147)
Loan from a related party BE B (23,346) = (23,346)
Deferred tax liabilities BERIBEE = (2,403) (2,403)
9,856 7,208 17,064
Goodwill arising on acquisition: WEFEE2HE:
HK$'000
FHIT
Consideration transferred BEEERE 45,750
Plus: Non-controlling interests (45% in Suntech Group) Al : JE¥ERRAEES (M EEE 245% 25 ) 7,679
Less: net assets acquired T A E (17,064)
Goodwill arising on acquisition (Note 20) WEE FTEE A 2 B2 (KM95E20) 36,365
Goodwill arose in the acquisition of Suntech Group is attributable to the R EE (R B E A 2 R RN EE &
anticipation profitability of the manufacture and sales of coal business. HER KRR 2B BFIRES
None of the goodwill arising on these acquisitions is expected to be ZEWHEFTE £ 2 B TEA T ENTH A

deductible for tax purposes. o
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32. ACQUISITION OF SUBSIDIARIES (CONTINUED)

32. WEE B A (&

Net cash outflow on acquisition of Suntech Group WEEERER2REREFE
HK$'000
FHT
Cash consideration paid ERNRENRE 20,000
Less: Cash and cash equivalent balances acquired B FTUREE 2 IR MRS £ (ETE B At (7,147)
12,853

Included in the profit for the year is HK$152,000 attributable to the
business generated by Suntech Group. Revenue for the year included
HK$24,054,000 generated from Suntech Group.

Had the acquisition been completed on 1 January 2011, total group
revenue for the year would have been HK$39,305,000 and profit for
the year would have been HK$6,642,000. The pro forma information
is for illustrative purposes only and is not necessary an indication of
revenue and results of operations of the Group that actually would have
been achieved had the acquisition been completed on 1 January 2011,

nor is it intended to be a projection of future results.

In determining the ‘pro-forma’ revenue and profit of the Group
had Suntech Group been acquired at the beginning of the current
year, the directors of the Company have calculated depreciation of
property, plant and equipment acquired on the basis of the fair values
arising in the initial accounting for the business combination rather
than the carrying amounts recognised in the pre-acquisition financial

statements.

FRRABIEEEEBMES 2 FFEG
2152,0008 - FRW =B IEEESEE
Fft 2= 4 2 24,054,000 JT ©

W EEER = ——F—A—H%xk"
Bl €5 A 48 55 12 Y 23 JEE /39,305,000 7T, -
1 4F 9325 71| FE 56,642,000/8 7T ° £ &t
BERFACZA WA RAAEEERES
HR=ZZE——F—A—HBERZBERTE

BEB MR REERE T TERTRAR

BRAFVERBEERE REEAE
(% | Was Ra iy ARRIESFEIR
A EB A ARREE 2 AT EFE
PRI R R B2 I E - IR
AU B AT 75 T R R 2 DR D L&
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33. DISPOSAL OF SUBSIDIARIES

33.

On 16 September 2011, the Company completed to dispose of

the entire equity interests in Harvest Growth Group Limited and

its subsidiary (“Harvest Growth Group”), at a consideration of

HK$404,000 to Targo Tech Limited, an independent third party. The net

assets of Harvest Growth Group at the date of disposal were as follows:

HE M E A 7
RZZE——FNA+TRE KARITKMA
— R IB N 25 = 3 Targo Tech Limited & H
M Harvest Growth Group Limited & E [t B
A& ([Harvest Growth& @ |) = 2 #B%
1 + (XE /404,000 7T ° Harvest Growth
SERLERBZFEENAT:

HK$'000
THET

Consideration received in cash

BEURERE

Analysis of assets and liabilities over which

control was lost:

404

REEFEZEERBBEDM:

16 September

2011

HK$'000

—E——F

hAB+RH

FHT

Trade and other receivables JRE 5 MR 35K B EL i s R 432

Bank balances and cash RITEBR KRB S 105

Accrued charge FEETE R (133)

Net assets disposal of S FEE 404

Gain on disposal of subsidiaries: HENRB QR ZWE:

Consideration received BB 404

Net assets disposal of S 2 FEE (404)

Released the exchange reserve upon disposal 5 B AR PR DE 340

Gain on disposal & W s 340
Net cash inflow arising on disposal: HEMELEZRERAFE:!

Cash consideration ReRE 404

Bank balances and cash disposed of & 2 RITEBR RIB © (105)

299
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33. DISPOSAL OF SUBSIDIARIES (CONTINUED)

Note: During the period ended 16 September 2011, Harvest Growth
Group had contributed the Group of:

33.

HEME QT (&

MieE: REZE-T——F LA +/~HLH
S 'Harvest Growth&E B2 AAREE T

[
16 September 31 December
2011 2010
HK$'000 HK$'000
—e——% —z-%F
hA+X<H +=A=+—8
FET FAT
Turnover EERE - =
Loss for the period HAA &R 5,379 2,104
Cash outflow from operating activities KA TSR SR 5,382 2,105

34. DEREGISTRATION OF SUBSIDIARIES

Liyang Guohua New Energy Company Limited and JE/5 M g 1L E

& A PR 2 8 had been inactive since their establishment in 2009. In
2010, these subsidiaries were applied for deregistration by the directors
of the Company. The loss on deregistration of subsidiaries amounted
to approximately HK$1,208,000 and a cumulative exchange gain of
approximately HK$5,971,000 was released upon deregistration of
these subsidiaries were included in the consolidated statement of

comprehensive income.

35. OPERATING LEASES
The Group as lessee

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

leases which fall due as follows:

34. [} B 2~ B 85 A

35.

G BERER AR AR REETEILE
REERATAR T NERIE—
HEEBEH R_T—TF KR
EHEERENBAREEEM -HEA
A HEH 5T 2 /&5 18 491,208,000 7T K2 7
B A S A R R AR BR 2 RETEE W g
#)5,971,0008 L E st AR E 2 EKEE °

REHED
AEBER/EEA

B R - A = BRI T 5 HIR B
2 AR HES TR B REE SR
mF

2011 2010

HK$'000 HK$'000

g% —z—25

FERT FHT

Within one year —FR 1,685 3,852
In the second to fifth years inclusive E_ZERF (BEARMF) 3,035 2,823
4,720 6,675

Operating lease payments represent rentals by the Group for its office
properties and equipment. Leases are negotiated for a range of one to

five years and rentals are fixed for a range of one to five years.

REMY 2 ME TN AKERERAEY X

BB 2 BE - EHREHERAN ZHB

—ERF MR —E=RAF2HEHRN HE
ERTIEE °

|=H>
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36. CONTINGENT LIABILITIES

At 31 December 2011, the Group provided a financial guarantee to an

independent third party in respect of leasing the office of approximately

36. HAREE

RZE——F+-_A=+—8 &X&E
REERAER—ZBLE=FRME—

HK$60,000 (2010: HK$131,000). T8 B 15 £ IR 460,000 7T (= —Z 4
131,000/ 7T ) e
37. CAPITAL COMMITMENTS 37. ERNAE
2011 2010
HK$'000 HK$'000
=F——% T %5
FHET FHT
Capital expenditure in respect of construction of BEERIAVE RN ERE I IS Rk
property, plant and equipment contracted for but B2 HMERRE
not provided in the consolidated financial statements T2 & AN fi &2 500 -

38. RETIREMENT BENEFIT SCHEMES

The Group enrolled all Hong Kong employees in the MPF Scheme.
The assets of the MPF Scheme are held separately from those of the
Group, in funds under the control of trustees. The Group contributes
5% of relevant payroll costs to the MPF scheme, which contribution is

matched by the employees.

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

these schemes.

The total cost charged to consolidated statement of comprehensive
income of approximately HK$186,000 (2010: HK$199,000) represents
contributions payable to these schemes by the Group in respect of the

current accounting period.

38. R k& F 5 &l

AEBEREBREREREZEBRES
g-RESFECEERARBEEDR
A WHEEEANRESEA G KK
B 1 AR R A R 2 5% A8 15 & 5T EIE
SR R R 2 RS

AEBERFPERIEEEZMER

7l 2 B R R B e 3T AN 45 AR B 1 75 R AT B P
Bz EERFENREIRPRAES
A&l ZEM B AR ARF MR A ZIEE
B R AR M E 8 h SR AR AR
e REEERKBHNAE T HZE—R
ERELREEEZHR-

REAEZEARZRNB ZEKELD
186,00078 7T ( == —Z4 : 199,000/57T)
EASERA SR EMNZSTE 23



BESBEBEZERERAT 201158

Notes to the Consolidated Financial Statements

e B RS R AR Y R

For the year ended 31 December 2011 #ZF—F——4#+-A=+—AULFE

39. RELATED PARTY DISCLOSURES

Apart from the balances disclosed in the Notes 27 and 28, the Group

also entered into the following transactions with related parties:

(@) During the year ended 31 December 2011, loan interest of
approximately HK$609,000 (2010: nil) and HK$125,000 (2010:
nil) was paid by the Group to a related company and a non-

controlling interest of a subsidiary respectively.

(b) Compensation of key management personnel

The remuneration of directors of the Company and other

members of key management during the year was as follows:

0. BERHE

BB 7E27 R 28 PR 5R < AEER 51 - R E TR
BRERI TIR 5

() n&E=—2—4%+-A=+—H1t
FE -AKER—HEEAFR—HE
B EE A FIIEE AR A A 5 B A B R F
£47609,000%8 T (Z T —TF : &)
125,000 L (ZE—FF ) -

(b) TEEEANSHMH

ARABEERAEMEIREEARR
FRAZMEOT :

2011 2010

HK$'000 HK$'000

—2——% —=-T%

FET FHT

Short-term benefits EEET 3,793 5,212
Post-employment benefits BB 24 A 71 113
3,864 5,325

The remuneration of directors of the Company and key executives
is determined by the remuneration committee having regards to the

performance of individuals and market trends.

ARBEEREIBEITHRAE ZM < h
ZEE2EAARBRMEBERETE -

131



China Best Group Holding Limited Annual Report 2011

Notes to the Consolidated Financial Statements

e AR R M

For the year ended 31 December 2011 #ZF=—F——4#+-A=+—HAIFE

40. THE STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

40. X2 B 2 B 5k R 2k

2011 2010
HK$'000 HK$'000
S —z—25
FHET FHT
Non-current assets ERBEE
Plant and equipment 28 KRR 343 429
Investments in subsidiaries KRB RRZIEE 18 =
361 429
Current assets MENE E
Other receivables H fib & UL RIB 363 351
Amounts due from subsidiaries (Note (a)) UK B A 8 (MisE@)) 203,172 311,151
Bank balances and cash RITEBRREAS 130,572 1,580
334,107 313,082
Current liabilities mEN B E
Other payables H Ath JE < 308 9,048 9,033
Net current assets MENEEFE 325,059 304,049
325,420 304,478
Capital and reserves IR R
Share capital [N 121,584 105,490
Reserves (Note (b)) & (M EE(b)) 203,836 198,988
325,420 304,478
Note (a): The amounts due from subsidiaries are unsecured, interest-free MizE(a) : FEMMEARFIEAEEE B8

NMARENER -

and repayable on demand.
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40. KRB 2 AR R T (@)

Note (b): Reserves MizE(o) : FEfE
Contributed Share
Share surplus options Accumulated
premium (Note) reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB
R R E (=) BRERE RER @t
THT THT THT T T
At 1 January 2010 R-Z-ZTF—Ff—H 268,489 48,311 41,749 (148,464) 210,085
Total comprehensive expenses FRE2AXHEE
for the year - - - (11,097) (11,097)
At 31 December 2010 and RZZ-ZF+-A=1—H
1 January 2011 &_fffﬁ A—A 268,489 48,311 41,749 (159,561) 198,988
Total comprehensive expenses FREEXHER
for the year - - - (4,808) (4,808)
Issue of shares for acquisition of BB AR (Hw32)
subsidiaries (Note 32) mETRG 9,656 = = = 9,656
Effect of share options lapsed BRELIZYE - - (10,617) 10,617 =
At 31 December 2011 R-E——F+_A=1+—A8 278,145 48,311 31,132 (153,752) 203,836
Note: B 5 -

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

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

(@ itis, or would after the payment be, unable to pay its
liabilities as they become due; or

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

RRBZEABBRIEAR R
R—NANARFEBRZXMER LS
Al RIBE AT YEN B A R 2
R FEBHERRMMETZ
RRBRMDEEZZRE -

REEREE N\ —FRRE (8
CHPREINGFE VN L)
I - AR RS AR TS
HABBERLIEN BB M
oy

(@ ARH ﬂﬁﬁ%ﬁﬁ&%ﬁ
HEEZHEE: &

(b) ARBEEZAEHREER
IRREREAE BT
P2 B B A7 )i (B MR 2 4N
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF 41. KA R X EME A AFE

THE COMPANY

Nominal value of
issued and fully

Proportion of
nominal value of
issued share capital/registered

Place of incorporation paid share capital/ capital held
Name of subsidiary and operation registered capital by the Company Principal activities
Directly Indirectly
% %
BETRAR KD
EMALR RAEE, BERTRAEE
WEARER EENY SEA Eaui-eN:4] TEEH
B M
% %
Fortune Zone International Limited British Virgin us$1 100 - Trading of securities
Islands (“BVI")/
Hong Kong
RIBEIRERA A HERLES 170 BHEE
([EEEX
BBl /B
Heatwave Industries Limited BVI/Hong Kong us$1 - 100  Trading of securities
RBREZHES/ 170 BHEE
N
Jet Air (Singapore) Private Limited Singapore $$500,000 - 93  Air freight forwarding and
brokers for airline and
shipping companies
o (R M) BER A % 500,000 7T ZEURME R
NCIECES
Jet Air (Hong Kong) Limited Hong Kong HK$200 50 50  Trading of securities
ELEE (BE)ERAR 0 2008 7T EHEE
Global Star Corporate Management Hong Kong HK$10,000 100 - Trading of securities
Limited
REGCEEEBRAR 0 10,0007 7T EHEE
Jet Dispatch Limited United States of US$3,000 - 100 Freight forwarding agent
America
ENRERE 3,000% 7T HERE
Square Profits Group Inc. BVI Us$1 100 - Investment holding
HERLES 170 REER
Gujiao City Hongxiang Coal Industry ~ PRC RMB50,000,000 - 55  Sales of coal
Co., Ltd.*
HRMAFRERRAR g AR #:50,000,0007 HERR

*  The English name is for identification purpose only.

* EXAREHRSE
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES OF
THE COMPANY (CONTINUED)

All subsidiaries are companies incorporated with limited liability in the

respective jurisdictions.

None of the subsidiaries had issued any debt securities subsisting at the

end of both years or at any time during both years.

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

of the directors of the Company, result in particulars of excessive length.

4. KATEEME D BFE @)

P M1 A B9 R B BE BLAME R T A
MZBRARe

TP P 1B 67 &2 67 4 i o P9 181 F J2 19 (4T
iy F] S A P B X R B R A B R 2 B

S
g 77 °

ERFIIHZ AEENB AR RARRE
ERREAEEREHEERNTIERE
ZHMBRE -ARREERR RHEM
MBARZHBREREBRITE
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RESULTS E
Year ended 31 December
2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BE+-A=t+—-ALEE
—B——-F ZT—TF ZTThE ZTTN\F ZTTLHF
FHEx FHET FHT FHET FHET
Revenue g 34,044 7,860 6,661 450,644 288,863
Profit (Loss) before taxation BREL AR A (EE) 6,852 (55,282) 6,319 13,092 (76,509)
Taxation HiIA (1,231) (10) 43 (125) (4,888)
Profit (Loss) for the year FWmAl (FBE) 5,621 (55,292) 6,362 12,967 (81,397)
Profit (Loss) attributable to: w A (1) BT
FIEFES
Equity holders for the Company ZANA RIREAER B A 5,896 (55,255) 6,362 12,967 (81,547)
Non-controlling interests FERE IR (275) (37) - - 150
Profit (Loss) for the year FRE A (EHE) 5,621 (55,292) 6,362 12,967 (81,397)
> ==
ASSETS AND LIABILITIES EERERE
As at 31 December
2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
R+=A=+—8
—B—-—-F Z—T—TF ZTThE ZTTN\F ZITTLHF
FHEx FHET FET FHET FHET
Total assets BERE 466,097 335,183 389,130 402,684 433,150
Total liabilities BERRE 112,522 (20,442) (19,775) (38,266)  (447,473)
353,575 314,741 369,355 364,418 (14,323)
Equity attributable to equity RRARIREREE A
holders of the Company FE(EHE 2= 346,197 314,768 369,355 364,418 29,813
Non-controlling interests PR R 7,378 (27) = = (44,136)
353,575 314,741 369,355 364,418 (14,323)
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