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CHAIRMAN'S STATEMENT
EREBES

Dear Shareholders,

On behalf of Cypress Jade Agricultural Holdings Limited (the
“Company”) and its subsidiaries (the “Group”), | am pleased to
present to you the annual results of the Group for the year ended 31
December 2012.

With the completion of capital and debt restructuring, expansion
of its capital base and acquisition of new businesses, the Company
successfully resumed trading of its shares on the Main Board of The
Stock Exchange of Hong Kong Limited on 28 February 2012, going
through approximately seven years of suspension and the third stage
of the delisting procedures. | would like to take this opportunity to
express my heartfelt gratitude to the architects of this exercise, in
particular the efforts of Dr. Herbert Hui who spearheaded this process,
and the various professional parties who contributed to its successful
completion. After the restructuring, we believe Dr. Hui's invaluable
experience would provide insightful guidance in raising the Group’s
corporate governance standards in the future.

After completion of the acquisitions in December 2011, the Company
is specialising in agriculture and related industries with its subsidiaries
engaged in cultivating, processing and trading of high quality
agricultural produce to capture the business opportunities arising from
the growing demand for vegetables and vegetable-related products.
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In pursuit of the market opportunities ahead, the Group expanded its
vegetable cultivation business in Ningxia and Zengcheng by entering
into long term leases of good quality farmland and construction
of infrastructure, a processing centre and cold storage facilities.
The Company’s strategic direction is to focus on two areas for
development, namely Ningxia, in the northern area of the PRC, as a
centre for our farmland production and Zengcheng, in the southern
area of the PRC, both as a farmland production area and as its major
processing centre with cold storage facilities. With the investment
in production base in Zengcheng, the Group can operate with
production bases in Ningxia during summer and in Zengcheng during
winter. The ability to shift geographical locations is essential given
the climate variation within the PRC and its effect on agricultural
cultivation. Constant and uninterrupted supply of quality vegetables
overcoming inclement weather and seasonal factors is possible and
this ability is essential to servicing major clients such as restaurant
chains and supermarkets.

Based on the integration of the agriculture businesses, it is believed
that the Group will become one of the leading integrated agriculture
processing companies in the PRC with vegetable processing and cold
storage capabilities as well as cultivation bases in both northern and
southern China.

Finally, on behalf of the board of directors of the Company (the
“Board”), | would like to extend our sincere gratitude to the Group’s
shareholders, customers and business partners for their continuous
support and to our management and staff for their diligence,
dedication and contributions throughout the past year.

WU Wai Chung, Michael
Chairman

28 March 2013
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MANAGEMENT DISCUSSION AND ANALYSIS

Bzl 5

LISTING RESUMPTION

At the request of the Company, trading of the Company’s shares
was suspended on 28 April 2005 (the “Suspension”) as a result of
a delay in the publication of the annual results and dispatch of the
annual report of the Company for the year ended 31 December 2004.
The Company had taken active steps to work on a valid resumption
proposal which would enable the Company to comply with Rule
13.24 of the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and to address the concerns raised by the Stock Exchange
in relation to the Suspension. On 11 April 2011, the Company
submitted a resumption proposal (the “Resumption Proposal”) to the
Stock Exchange.

The primary objective of the Resumption Proposal was to inject
working capital into the Company to expand the Group’s business
operations and to discharge all the debts of the Company which
are owed to the creditors. The details of the Resumption Proposal
were set out in the circular of the Company dated 30 November
2011 (the “Circular”) and were approved by the shareholders of
the Company (the “Shareholders”) at the special general meeting
held on 23 December 2011. Subsequently on 9 February 2012, a
creditors’ meeting was held and the creditors approved the scheme
of arrangement as set out in the explanatory statement dated 17
January 2012 (the "Scheme”). On 27 February 2012, the Company
announced that the resumption proposal had been completed and
the resumption conditions have been fulfilled to the satisfaction of
the Stock Exchange. Trading of the Company’s share resumed on the
Main Board of the Stock Exchange on 28 February 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEBZWLER SN

RESTRUCTURING OF THE COMPANY

The restructuring of the Company involved (1) capital restructuring;
(2) debt restructuring; (3) subscription for new shares; (4) issue of
preference shares and consideration shares; (5) very substantial
acquisitions; (6) connected transactions; (7) application for whitewash
wavier and special deals consent; and (8) amendments to bye-laws
(collectively, the “Restructuring”). Details of the Restructuring were
set out in the Circular, and were approved by the shareholders of the
Company at the special general meeting held on 23 December 2011.

Capital restructuring involving (i) capital reduction of the par value
of every issued and unissued share from HK$0.01 to HK$0.00125;
(i) consolidation of every eight issued and unissued shares of
HK$0.00125 each into one consolidated share of HK$0.01 each;
and (iii) increase in authorized share capital by the creation of
130,000,000,000 new ordinary shares of HK$0.01 each and
10,000,000,000 preference shares of HK$0.01 each, was effective on
27 February 2012.

According to the terms of the Scheme, the Company issued and
allotted a total of 1,380,000,000 Class A preference shares to the
scheme administrator of the Scheme (the “Scheme Administrator”)
on 27 February 2012. Pursuant to the terms of the Scheme, Right Day
Holding Limited exercised all of the call options and the 1,380,000,000
Class A Preference Shares were transferred from the Scheme
Administrators to Right Day Holdings Limited on 7 September 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
TEEZWER SR

On 27 February 2012, the Company issued and allotted 4,000,000
ordinary shares to Quam Capital Limited, being settlement of its
services fee as the financial advisor to the Company with regard to
the Restructuring. On the same day, the Company issued and allotted
to Right Day Holdings Limited a total of 1,000,000,000 ordinary
shares at the price of HK$0.10 each, for a total consideration of
HK$100,000,000. Net proceeds of approximately HK$87.8 million
were fully applied on settlement of cash consideration for the
Acquisitions, repayment of the outstanding loan drawn under the
Loan Facility and working capital of the Group.

BUSINESS REVIEW

A business review, management analysis and discussion of the Group
for the 12 month period to 31 December 2012 comprising the
reporting period begins with the acknowledgment that this has been
a unique watershed period for the Group, during which the Group:

a. completed the final stage implementation of the Resumption
Proposal and resumed trading on the HKEx Main Board after a
suspension from trading for over 5 years;

b.  completed a series of group reorganisations and restructurings
which resulted in the Group’s current shareholder base and
agricultural based business operations;

@ 10  Cypress Jade Agricultural Holdings Limited | Annual Report 2012
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c.  set up a modern and effective corporate system which ensured
a smooth transition of its agricultural produce business from a
privately owned basis to a Main Board public company basis;
and

d. ensured that its agricultural produce business operates
under firm foundations for the future, with a focus towards
maximizing returns and minimizing costs.

In 2012, the Company recorded a net profit for the year of HK$31.4
million. After netting off debt restructuring gains of HK$40.5 million,
the actual results of normal operations was a loss of HK$9.1 million.

Against the backdrop of a highly complicated economic and
geographical landscape within the PRC, together with variances in
legal, institutional and cultural factors, the Group operated under its
fundamental business principles of “Resources Integration; Internal
Rationalization, Quality Control, Brand Building and Effective Sales
Channels”. Under these conditions, our business operations can be
divided into:

1. high-quality vegetable producing and planting, and

2. processing, trading and distributing of vegetable produce.
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MANAGEMENT DISCUSSION AND ANALYSIS
FHEBZWLER S

Vegetable production and plantation

1.

The Business Model

Our vegetable production and plantation business operates
under a modus operandi of profitability based on stable and
sustained development while ensuring significant investment
returns. In this regard, the Ningxia Wuzhong base business
model is a good point of reference. This model is essentially
a base whereby the Group can swiftly tap into high-quality
resources through continued expansion of the planting of self-
produced vegetables. With the support of our inhouse research
and development capabilities, our goal of “yielding current-
year output from current-year investment” was achieved. The
Group's decision in 2011 to build its base in Wuzhong, Ningxia
has generated good profitability and returns.

General Application

To ensure that there is focus and consistency in this part of our
business, all of our operations under the Group will adopt the
Ningxia Wuzhong base business model. The production and
operation of other bases of the Group are expected to achieve
optimal growth in 2013.

Strengthening Safety Production Management

As a responsible corporate citizen, the Company’s management
has always placed an indispensable emphasis on its safety
production management. Consequently, the management has
strengthened a number of areas including standards, processes
as well as inspection and testing.

@ 12 Cypress Jade Agricultural Holdings Limited | Annual Report 2012
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Processing, trading and distributing vegetable produce

In line with the our Group development strategy, our future
development planning will focus on two core regions in
northern and southern China. Specifically, Ningxia, located in
the northern region, will serve as a major vegetable producing
base in northern China. Guangdong, located in the southern
region, will become an important producing and processing
base in southern China. Capitalizing on these two large-scale,
high-quality vegetable bases stretching across southern and
northern China, we are well positioned to counter any adverse
impact as a result of inclement weather and seasonal changes.
This in turn will provide a steady form of supply of high quality,
safe and reliable fresh vegetables for Guangdong, Hong Kong
and Macao.

The Group held discussions and negotiations with Guangzhou
Ever Rising in late 2012 in respect of its intended purchase
of Guangzhou Ever Rising’s assets in Zengcheng, including
infrastructure, plant and machinery. At the same time, the
Group has additionally agreed to lease Guangzhou Ever Rising’s
agricultural land with an area of approximately 600 mu in
Zengcheng. After a series of negotiations, both parties entered
into agreements in early 2013. Accordingly, the acquisition is
expected to enable the Group to supplement and extend its

production and processing base in Guangdong.
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MANAGEMENT DISCUSSION AND ANALYSIS
HEBZWLR SR

Marketing, Trading and Distributing

1.  Sales expansion
In 2012, there was a gradual buildup of production scale and
quality for high end fresh vegetables under the “jA %" brand.
This fuelled a steady growth in terms of both production output
and sales volume. There was a significant increase in production
output, sales volume and price when compared to the previous
year. The Group also reinforced its efforts to expand into
the PRC market. In relation to channel expansion, this has
blossomed from a single sales channel in early 2012 to multiple
sales channels including supermarkets, restaurants, units and
associations later in the year.

2. Brand management.
During 2012, we took the initial steps towards enhancing
our brand visibility and reputation through strengthening our
brand building effort. The Group set up a brand management
department in an effort to develop and monitor this initiative by
internal resources.

FINANCIAL REVIEW

After completion of the acquisitions of Natural Farm Limited, Polygold
Food Limited and Modern Excellence Limited on 29 December 2011,
the full year operating results of the newly acquired businesses were
included in the consolidated financial statements of the Group for the

year ended 31 December 2012 (the “Reporting Period”).
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MANAGEMENT DISCUSSION AND ANALYSIS
THERZWRLR S

During the Reporting Period, the Group recorded a turnover of
HK$267.9 million, a substantial increase of 1,596% from HK$15.8
million for the year ended 31 December 2011 (the “Corresponding
Period”). The gross profit of the Group is increased by 21,850% to
HK$87.8 million (2011: HK$0.4 million). The gross profit margin of
the Group for the Reporting Period is 32.8% as compared to 2.6%
for the Corresponding Period.

General and administrative expenses were HK$59.3 million (2011:
HK$13.3 million). Selling and distribution expenses were HK$57.5
million (2011: HK$0.1 million) and were mainly attributable to delivery
and packaging fees. Finance costs were HK$2.0 million (2011: Nil)
which mainly attributable to interests for bank borrowings.

The net profit of the Company for the Reporting Period was
HK$31.4 million as compared to a net loss of HK$12.1 million for the
Corresponding Period. The significant increase was mainly attributable
to the gain on the discharge of the indebtedness due to creditors as
a result of the Scheme of Arrangement (as disclosed in the circular of
the Company dated 17 January 2012). Notwithstanding the above,
the Group will record a loss from normal operations of HK$9.1
million for the Reporting Period attributable to (i) the increase in the
agricultural raw materials and labour costs; (ii) the price fluctuation of
vegetable markets in Hong Kong and the PRC; and (iii) the inclement
weather in the second half of the year 2012.
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MANAGEMENT DISCUSSION AND ANALYSIS
TERRBZWLERSH

Liquidity and Financial Resources
The Group mainly finances its business operations with internally
generated cash flows and general banking facilities.

As at 31 December 2012, the Group had bank balances and cash
of HK$18.8 million (2011: HK$42.3 million). The Group's current
ratio (measured as total current assets to total current liabilities) was
approximately 0.5 times (2011: 0.3 times).

As at 31 December 2012, the total borrowings of the Group
amounted to HK$25.3 million (2011: HK$80.4 million), of which,
HK$20.9 million (2011: HK$17.1) and HK$0.8 million (2011:
HK$1.2 million were secured by several properties and guaranteed
by a director of the Company and a third party, respectively. The
borrowings in the amount of HK$24.7 million (2011: HK$79.2 million)
were repayable within one year.

At the end of the Reporting Period, the Group had capital expenditure
commitments of HK$6.5 million (2011: HK$9.7 million) in respect
of acquisition of property, plant and equipment. The Group had
commitments for future minimum lease payments under non-
cancellable operating leases of HK$157.8 million (2011: HK$111.8
million). Operating lease payments represent rental payable by the
Group for office premises and farmland. Leases are negotiated with
rental fixed for terms of 2 to 26 years.
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The directors of the Company (the “Directors”) believe that existing
financial resources will be sufficient for current operations and capital
expenditures requirement. Should other opportunities arise requiring
additional funding, management also believes that the Group is in a
good position to obtain financing on favorable terms.

Capital Structure

The Group and the Company manage its capital to ensure that the
Group will be able to continue as a going concern while maximizing
the return to shareholders through the optimization of the debt and
equity balance. The Group’s overall strategy remains unchanged from
prior year.

The Group reviews the capital structure on a regular basis. As a part
of this review, the Group monitors capital on the basis of net debt
to adjusted equity ratio, the ratio is calculated as net debt divided by
total capital. Net debt is calculated as total borrowings less cash and
cash equivalents. Total capital is calculated as "adjusted equity”, as
shown in the consolidated statement of financial position, plus net
debt. The Group considers the cost of capital and the risks associated
with issued share capital. To maintain or adjust the capital structure,
the Group may adjust the ratio through dividend payments, issuing
new shares, raising new debt financing or selling assets to reduce
existing debts.

On 11 July 2012, the Company and ten subscribers entered
into separate, independent and conditional Share Subscription
Agreements, pursuant to which the Company has conditionally
agreed to allot and issue, an aggregate of 58,360,000 new Shares at
the subscription price of HK$0.205 per Share. The new Shares were
issued under the general mandate granted to the Directors by the
Shareholders at the annual general meeting held on 6 June 2012.
The placing of 58,360,000 new Shares was completed on 30 July
2012 with net proceeds of approximately HK$11.7 million for general
working capital of the Group.

As at 31 December 2012, the net debt to equity ratio was 0.05. As
at 31 December 2011, the net debt to equity ratio did not apply
as the Group had total deficit. Neither the Company nor any of its
subsidiaries are subject to externally imposed capital requirements.
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MANAGEMENT DISCUSSION AND ANALYSIS
FHEBZWLER S

At the end of the Reporting Period, the Group’s bank and other
borrowings amounted to HK$25.3 million (2011: HK$80.4 million).
Included in the above amounts, an amount of HK$21.7 million (2011:
HK$18.3 million) is charged at floating interest rates. The Group's
interest rate risk primarily relates to the interest bearing bank balances
and borrowings. The Group currently has not used any interest
rate swaps to hedge its exposure to interest rate but may enter
into interest rate hedging instruments in the future to hedge any
significant interest rate exposure should the need arise.

Gearing Ratio

The Group’s gearing ratio as at 31 December 2012 was 0.2, which
was measured as total debt to total shareholders’ equity. As at 31
December 2011, the gearing ratio did not apply as the Group had
total deficit.

Significant Investments

During the Reporting Period, the Group expanded its business in
Ningxia by entering into a lease agreement in respect of 1,634 mu
of agricultural land in Ningxia for an initial term of 15 years at the
prevailing market rate. The Group has made further investment for
setting up a demonstration base of agricultural export of vegetables
in Ningxia, including but not limited to, infrastructure, improvement
ditch, cold storage, production appliance, etc. Details of this
investment were set out in the announcement of the Company dated
15 May 2012.

Save as disclosed above, the Group did not have any significant
investments during the year ended 31 December 2012.

Material Acquisitions and Disposals of Subsidiaries and
Associated Companies

The Group had no material acquisitions or disposals of subsidiaries
and associated companies during the year ended 31 December 2012.

Charges on Group’s Assets

As at 31 December 2012, leasehold land and buildings with carrying
amount of HK$10.3 million (2011: HK$10.7 million) were pledged to
secure banking facilities granted to the Group.
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Foreign Exchange Exposure

The Group mainly earns revenue and incurs costs in Hong Kong
dollars and Renminbi. The management is aware of the possible
exchange rate exposure due to the continuing appreciation of
Renminbi and will closely monitor its impact on the performance of
the Group to see if any hedging policy is necessary.

Contingent Liabilities
As at 31 December 2012, the Group did not have any material
contingent liabilities.

Employee and Remuneration Policy

As at 31 December 2012, the Group had 728 (2011: 771) full
time employees in Hong Kong and the PRC. Total staff costs
(including directors’ remuneration) for the year ended 31 December
2012 amounted to HK$59.2 million (2011: HK$1.7 million). The
employees are remunerated with reference to the qualification,
experience, responsibility and performance of the individual, the
performance of the Group and the market practices. Apart from the
basic remuneration package, the Company also participates in the
mandatory provident fund scheme in Hong Kong and the central
provident fund scheme in the PRC.

PROSPECTS

According to the No. 1 Central Document issued by the Central
Government in 2013, China has pledged to accelerate agricultural
modernisation and rural development. Priority will be given to
diversifying production patterns, and to establishing large-scale,
specialised, organised and new agricultural business entities. The
document also introduces preferential policies to encourage the
adoption of new management models, agricultural diversification,
large-scale production, innovation in rural management systems and
to take action to spur the vitality and vigour of the rural areas.

By taking advantage of the latest policies in relation to agricultural
businesses in China, the Group is expected to grow at a steady pace
and this growth will be complemented by future expansion plans.
We believe that acquiring and maintaining good quality farmlands,
supported by a major processing centre and cold storage capabilities
for our supply inventory are essential for the healthy development of
our vegetable cultivation business.
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MANAGEMENT DISCUSSION AND ANALYSIS
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Production, operation and expansion

1.

Focusing on planning and promoting expansion projects in
Ningxia and Guangdong bases

In accordance with the Board's vision and direction, the Group
will focus on building two large-scale, high-quality vegetable
bases in Ningxia and Guangdong in northern and southern
China respectively, and construct a large-scale, modernized
centre featuring warehousing, processing, safety testing and
logistics distribution functions in Southern China, in order to
ensure that our operations are well resourced and scalable.

The planning phase for these bases has now been completed
and construction is in progress and on schedule. However,
progress on construction will depend on the final agricultural
land acquisition and the progress of construction, as well as the
availability of the capital.

Strengthening production management and R&D

The Group will focus on strengthening technical management
expertise and Research and Development efforts, with a focus
on promoting innovation, and improving seeds, seedlings and
planting techniques. With constant improvement to production
management, and improvement to construction of a high-
standard safety monitoring and management centre, we will
significantly improve the quality and safety of our products.

Rolling out high-tech projects

Efforts will be made to examine and explore the most state-of-
the-art modern agricultural production techniques. Through
strict screening, we will put forward high-tech cooperation
projects in a timely manner.
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Marketing, Mergers and Acquisitions, Brand Building
Efforts
1. Sales and distribution network expansion

We have a focused effort to promote our sales and distribution
network into restaurants and supermarkets in Guangdong,
Hong Kong and Macao. Our focus will be to extend our business
niche into the PRC. We will also gear up for the establishment
of stable, three-dimensional sales channels, and establish a sales

model based on brand new channels.

2. Mergers and acquisitions

With the corporate and commercial experience of the
management team led by Dr. HUI Ho Ming, Herbert, J.P.
and supported by an experienced and well connected Board
of Directors, the Group will continually look for merger and
acquisition opportunities as a means to growing its business
operations. The management team’s overall commercial and
corporate finance expertise will be useful in identifying, sourcing

and executing merger and acquisition opportunities.

3. Brand management

We will put an emphasis on brand management. With a clear
market positioning and brand positioning, we hope to broaden
the extent of brand penetration and strengthen the intensity of
brand presence through strategic investment in resources and

innovative means of brand promotion.
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EXECUTIVE DIRECTORS

Dr. HUI Ho Ming, Herbert, J.P. (“Dr. Hui"), aged 55, was appointed
as an executive director of the Company and the Deputy Chairman
of the Board on 7 August 2012. Dr. Hui also serves as an authorized
representative of the Company and acts as director of certain
subsidiaries of the Company.

Dr. Hui holds an Honorary degree of Doctor of Philosophy awarded by
Armstrong University and Bachelor’s degree in laws from Hong Kong
University. He has over 20 years’ experience in merchant banking,
securities regulation as well as extensive commercial and corporate
finance experience. Dr. Hui serves on the boards of a number of
publicly listed companies in Hong Kong as well as public bodies.
He is a non-executive director of Hong Kong Resources Holdings
Company Limited (Stock Code: 2882), and an independent non-
executive director of CITIC 21CN Company Limited (Stock Code:
241) and Dynasty Fine Wines Group Limited (Stock Code: 828), all
these companies are listed on the Main Board of the Stock Exchange.
Dr. Hui was a director of Ocean Grand Holdings Limited (Provisional
Liquidators appointed) (currently known as Zhidao International
(Holdings) Limited) (Stock Code: 1220) for the period from 24 July
2006 to 11 January 2012 and he resigned on 11 January 2012 due
to personal reasons. Dr. Hui was also an executive director and the
Chairman of the Company from 29 December 2011 to 21 February
2012.

Dr. Hui is a member of the board of directors of the Automotive Parts
and Accessory Systems Research and Development Centre. He is also
a member of the Hong Kong Education Bureau’s Vetting Committee
for the Allocation of Sites and Start-up Loan for Post-secondary
Education Providers and Steering Committee on Self-financing Post-
secondary Education Fund. Dr. Hui held the position as Deputy Chief
Executive and Head of the Listing Division of the Stock Exchange from
1992 to 1997. He was a past Chairman of the Hong Kong Institute of
Directors and was appointed as a Justice of the Peace in 2004.
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Mr. SHI Lanjiang (“Mr. Shi”), aged 49, was appointed as an
executive director and Chief Executive Officer of the Company on 29
December 2011. Mr. Shi also serves as a member of the nomination
committee of the Company and acts as director of certain subsidiaries
of the Company. Mr. Shi holds a Master of Science in biology and a
Bachelor of Science in agriculture from the PRC. He had participated
in agricultural technology and import and export trading in the
Department of Agriculture and the Department of Foreign Economic
Relation and Trade of Ningxia Hui Autonomous Region Government
in the PRC. He was also a selected exchange scholar by the Ministry
of Foreign Economic Relation and Trade of China to have training on
agriculture project management in Denmark.

Mr. Shi held executive posts in various organizations, inter alia, acted
as head of investment banking department and also head of stock
markets research and service center in Zhuhai International Trust
and Investment Corporation from 1992 to 1999. Mr. Shi was an
executive director of Richsource International Group Limited from
2000 to 2007 and is now a director of Wanthorpe Opportunity Fund
SPC and Wanthorpe Capital Limited. Mr. Shi has 20 years’ experience
in providing advice on securities, corporate finance, investment
management, fund management and project management on various
projects.

Mr. CHU Yuet Chung (“Mr. Chu”), aged 60, was appointed as an
executive director of the Company on 29 December 2011. Mr. Chu
also acts as director of certain subsidiaries of the Company. He worked
as operation manager in the Vegetable Marketing Organisation for 20
years, a public body set up under the Hong Kong Ordinance Chapter
277 to provide facilities for the orderly and efficient marketing of
vegetables as a means to promote the development of vegetable
farming and to improve the socio-economic status of the farming
community. The organization is a semi-government body. It is
overseen and directed by the Agriculture, Fisheries and Conservation
Department of the Hong Kong Government. It promotes vegetable
farming and sales markets in Hong Kong. Mr. Chu also has over 20
years' experience in vegetables trading and processing business in
Hong Kong and the PRC. Mr. Chu is also a founding member of Hong
Kong Federation of Restaurants and Related Trades (HKFORT).
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Mr. YANG Jianzun (“Mr. Yang”), aged 46, was appointed as an
executive director of the Company on 29 December 2011. Mr. Yang
also acts as director of certain subsidiaries of the Company. Mr.
Yang has engaged in vegetable cultivation for 19 years. He is the
vice president of the association of leading enterprise of agriculture
industrialization of Guangdong Province (EH & E X E % (L5
¥ ) and a member of Chinese People’s Political Consultative
Conference of Nanchang, Jiangxi Province (T HZE 8). He is
also a member of Chinese People’s Political Consultative Conference
of Conghua City (1t EL % Z &) the Economic Advisor of Conghua
City (b T AL EE[S) and an executive director of the Association of
Private Enterprises of Conghua City (#&{bk T R &> ¥ 1 =).

Ms. YAU Fai San (“"Ms. Yau”), aged 41, was appointed as an
executive director of the Company on 1 April 2012. Currently,
Ms. Yau is the Head of Human Resources and Administration of
the Company. In addition, she also serves as a member of the
remuneration committee of the Company and acts as director
of certain subsidiaries of the Company. Ms. Yau graduated from
McMaster University of Canada with a Bachelor of Commerce degree
(with Honour), major in Accounting and Finance. She has over
15 years of experience in areas of financial and human resources
management with various financial institutions and has held positions
in the following companies including Wanthorpe Limited, Kingsway-
HIA Investment Products Limited, Tribridge Investment Partners
Limited, and American International Assurance Company (Bermuda)
Limited.

Ms. Yau is currently a director of Right Day Holdings Limited, the
controlling shareholder of the Company. She is also the Senior Vice
President of Wanthorpe Limited and a director of other subsidiaries
of Wanthorpe Group Limited including but not limited to Wanthorpe
Limited, Wanthorpe Asset Management Limited and GT Asset
Management Limited.

Furthermore, she is currently registered with the Securities and Futures
Commission of Hong Kong (the “SFC”) as a Responsible Officer for
Wanthorpe Asset Management Limited (i.e. the Investment Advisor
to Wanthorpe Opportunity Fund SPC, the holding company for Right
Day Holdings Limited). Ms. Yau holds Type 9 licence granted by the
SFC.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. WU Wai Chung, Michael ("Mr. Wu"), aged 63, was appointed
as a non-executive director of the Company and the Chairman of
the Board on 28 February 2012. On 13 November 2012, Mr. Wu
was re-designated from a non-executive director to an independent
non-executive director of the Company. Mr. Wu also serves as the
chairman of the corporate governance committee and a member of
the audit committee of the Company. Mr. Wu graduated from the
University of Hong Kong with a bachelor’s degree in laws in 1972.
Upon graduation, he joined the then Government of Hong Kong and
served as its Trade Officer and subsequently Administrative Officer
until 1989. Afterwards, Mr. Wu has served in the Securities and
Futures Commission for about 10 years.

Mr. Wu is currently an executive director and the chief executive
officer of Tradelink Electronic Commerce Limited (Stock Code: 536),
and an independent non-executive director of Shenzhen Investment
Limited (Stock Code: 604). Mr. Wu was an independent non-executive
director of Tradelink Electronic Commerce Limited (Stock Code:
536) during the period from 2 September 2008 to 13 July 2009, an
independent non-executive director of First Mobile Group Holdings
Limited (Stock Code: 865) during the period from 31 August 2000
to 2 December 2009, and an independent non-executive director
of SW Kingsway Capital Holdings Limited (Stock Code: 188) during
the period from 26 May 2000 to 21 November 2011. All the above
companies are listed on the Main Board of the Stock Exchange.

The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. ("Mr. Cheung”),
aged 63, was appointed as an independent non-executive director
of the Company on 29 December 2011. Mr. Cheung also serves as
the chairman of the nomination committee and a member of each of
the audit committee, the remuneration committee and the corporate
governance committee of the Company.
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Mr. Cheung is currently a member of the Legislative Council (Catering
Industry) of Hong Kong. He was awarded the Silver Bauhinia Star
from Hong Kong. He is the Chairman of each Goldearn Consultants
Limited and Syto Trading and Investment Limited. Mr. Cheung has
over 35 years of experience in restaurant and food related business.
Mr. Cheung is also the chairman of the Hong Kong Catering
Industry Association, the honorary life president of the Association
of Restaurant Managers Limited, convener of Restaurant Trade TES
Concern Group, honorary chairman of Hong Kong Wine and Spirits
Industry Coalition. He was a member of Eastern District Council of
Hong Kong, a member of Liquor Licencing Board and a member
of Vegetable Marketing Organisation Advisory Board. He holds
a Bachelor Degree of Science and a Master Degree of Business
Administration from Pepperdine University. Mr. Cheung was an
independent non-executive director of Wah Yuen Holdings Limited
until July 2009.

Ms. NG Yi Kum, Estella ("Ms. Ng”), aged 55, was appointed as an
independent non-executive director of the Company on 29 December
2011. Ms. Ng also serves as the chairman of the audit committee
and a member of the remuneration committee and the corporate
governance committee of the Company. Ms. Ng is a qualified
accountant and holds a master of business administration degree
from the Hong Kong University of Science and Technology. She is an
associate of the Institute of Chartered Accountants in England and
Wales, the Institute of Chartered Secretaries and Administration and
a fellow of the Association of Chartered Certified Accountants, the
Hong Kong Institute of Certified Public Accountants and a member of
the American Institute of Certified Public Accountants. She has also
contributed her time to public service appointment including being a
co-opted member of the audit committee of the Hospital Authority.

Ms. Ng is currently the chief financial officer of Country Garden
Holdings Company Limited (Stock Code: 2007), a company listed
on the Main Board of the Stock Exchange. From September 2005
to November 2007, Ms. Ng was an executive director of Hang Lung
Properties Limited (Stock Code: 101), a company listed on the Main
Board of the Stock Exchange. Ms. Ng worked in the Stock Exchange
in a number of senior positions, most recently as senior vice president
of the Listing Division. Prior to that, she gained valuable auditing
experience with Deloitte Touche Tohmatsu.
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Ms. Ng is currently an independent non-executive director of Tianjin
Development Holdings Limited (Stock Code: 882) and Hong Kong
Resources Holdings Company Limited (Stock Code: 2882), both
companies are listed on the Main Board of the Stock Exchange. Ms.
Ng is also an independent non-executive director of China Mobile
Games and Entertainment Group Limited (NASDAQ: CMGE), a
company listed on NASDAQ in the United States.

Professor Japhet Sebastian LAW (“Professor Law”), aged 61,
was appointed as an independent non-executive director of the
Company on 29 December 2011. Professor Law also serves as the
chairman of the remuneration committee and a member of each of
the audit committee, the nomination committee and the corporate
governance committee of the Company. Professor Law obtained
his Ph.D. in Mechanical/Industrial Engineering from the University
of Texas at Austin in 1976. He joined the Chinese University of
Hong Kong in 1986 and is currently a professor in the Department
of Decision Sciences and Managerial Economics and the director of
the Aviation Policy and Research Center. He was the associate dean
and subsequently the dean of the Faculty of Business Administration
from 1993 and 2002. Prior to returning to Hong Kong, Professor
Law was the director of operations research at the Cullen College of
Engineering and director of graduate studies in Industrial Engineering
at the University of Houston, and was also involved with the United
States Space Program in his career with McDonnell Douglas and Ford
Aerospace in the United States. Professor Law has consulted with
various corporations in Hong Kong and overseas. He is also active in
public services, having served as member of the Provisional Regional
Council of the Hong Kong Government and various other government
advisory committees, and is also active on the boards of for-profit,
non-profit, public and charitable organizations in Hong Kong and
overseas.

Professor Law is currently an independent non-executive director
of the following companies listed in Hong Kong: Beijing Capital
International Airport Company Limited (Stock Code: 694), Tianjin Port
Development Holdings Limited (Stock Code: 3382), Binhai Investment
Company Limited (Stock Code: 8035), Global Digital Creations
Holdings Limited (Stock Code: 8271), Regal Hotels International
Holdings Limited (Stock Code: 78) and Tianjin Binhai TEDA Logistics
(Group) Corporation Limited (Stock Code: 8348). Professor Law
has also served on various committees and boards of international
organizations, including AACSB, Graduate Management Admission
Council, and Oxfam International.
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SENIOR MANAGEMENT

Mr. TANG Chiu Kwong (“Mr. Tang”), aged 42, joined the Company
in January 2012 and is the Chief Financial Officer of the Company.
Mr. Tang is a certified practising accountant of the Hong Kong
Institute of Certified Public Accountants. He holds a bachelor degree
in accountancy from The Hong Kong Polytechnic University. Mr.
Tang has profound professional knowledge in auditing, accounting
and financial management with over 18 years’ experience in an
international accounting firm, the Stock Exchange of Hong Kong
Limited and other major conglomerates in Hong Kong.

-
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CORPORATE GOVERNANCE REPORT

ERELHREE

The Company is committed to maintaining good corporate
governance standard and practices with an emphasis on integrity,
transparency and independence. The Board believes that good
corporate governance is essential to the success of the Company and
the enhancement of shareholders’ value.

CORPORATE GOVERNANCE PRACTICE

The Company’s corporate governance practices are based on the
principles and the code provisions (“Code Provisions”) as set out in
the Code of Corporate Governance Practices (the “Former CG Code")
which was subsequently revised as the Corporate Governance Code
(the "Revised CG Code”) contained in Appendix 14 of the Listing
Rules and came into full effect on 1 April 2012.

During the financial year of 2012, the Company has complied with
most of the Code Provisions of the Former CG Code for the period
from 1 January 2012 to 31 March 2012 and of the Revised CG Code
for the period from 1 April 2012 to 31 December 2012, save for the
followings:

Pursuant to Revised CG Code A.6.7, the non-executive Directors
should attend general meetings. Due to some prior business
engagements, Mr. WU Wai Chung, Michael, Mr. JI Xiang, Ms. NG
Yi Kum, Estella, and Professor Japhet Sebastian LAW were unable to
attend the special general meeting of the Company which was held
on 20 April 2012. In addition, Mr. JI Xiang, Ms. NG Yi Kum, Estella
and Professor Japhet Sebastian LAW were unable to attend the annual
general meeting of the Company which was held on 6 June 2012.
However, all other non-executive directors were present thereat to be
available to answer any question to ensure effective communication
with shareholders of the Company.

The Company periodically reviews its corporate governance practices
to ensure they continue to meet the requirements of the Former CG
Code and the Revised CG Code during the year of 2012. The key
corporate governance principles and practices of the Company are
summarised in this report.
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted a code of conduct regarding directors’
securities transactions on terms no less exacting than the Model Code
for Securities Transactions by Directors as set out in Appendix 10 of
the Listing Rules. Having made specific enquiry with the directors of
the Company, all the directors confirmed that they had complied with
the required standards of the said code during the year ended 31
December 2012.

INTERNAL CONTROL

The Board is responsible for maintaining and reviewing the
effectiveness of the internal control system of the Group. It has
carried out an annual review of the existing implemented system and
procedures, including control measures of financial, operational and
legal compliance and risk management functions of the Group.

During the year under review, the Board has arranged an external
consultant to conduct a review of the effectiveness of the Group’s
internal control system and considered that it is adequate and
effective.

THE BOARD

Responsibilities

The Board is responsible for overseeing the overall development of the
Company'’s businesses with the objective of enhancing shareholders’
value including setting and approving the Company’s strategic
implementation, considering substantial investments, reviewing
the Group's financial performance half-yearly and developing and
reviewing the Group'’s policies and practices on corporate governance
while delegating the day-to-day operations of the Company to the
executive directors or the management of every business segment.
The Board is committed to making decisions in the best interests of
both the Company and its shareholders.

The Board acknowledges its responsibility for preparing the financial
statements of the Company and the Group which give a true and fair
view of the Group's affairs in accordance with statutory requirements
and applicable accounting standards. The statement by the auditor
of the Company about its reporting responsibilities for the financial
statements of the Company is set out on pages 52 to 53 in the
Independent Auditor’s Report.
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All Directors have full and timely access to all relevant information
as well as the advice and service of the company secretary to ensure
Board procedures and all applicable rules and regulations are
followed.

The Company has arranged appropriate insurance cover in respect of
potential legal actions against its Directors and officers.

Composition

The Board has in its composition a balance of skills and experience
necessary for independent decision making and fulfilling its business
needs.

As at 31 December 2012, the Board comprised ten directors,
including five executive directors, namely Dr. HUI Ho Ming, Herbert,
J.P. (Deputy Chairman), Mr. SHI Lanjiang (Chief Executive Officer),
Mr. CHU Yuet Chung, Mr. YANG Jianzun and Ms. YAU Fai San; one
non-executive director being Mr. JI Xiang; and four independent non-
executive directors, namely Mr. WU Wai Chung, Michael (Chairman),
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P., Ms. NG Yi Kum, Estella
and Professor Japhet Sebastian LAW.

Biographical details of the Directors (except Mr. JI Xiang who resigned
on 13 January 2013) are set out on pages 22 to 27.

During the year ended 31 December 2012, 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 independent non-executive directors
represented over one-third of the Board as at 31 December 2012.

Each Executive Directors and Independent Non-executive Director
has entered into a service agreement/letter of appointment with the
Company for a specific term, and his/her term of office is subject to
retirement by rotation and re-election in accordance with the Bye-
Laws of the Company and the Listing Rules.

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.
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Board Meetings and General Meetings

During the year ended 31 December 2012, eight Board meetings
and four general meetings were held with details of the Directors’
attendance set out below:

Attendance/Number of meetings

HER T BITEERE
Board meetings General meetings
Directors o EEEER BRAE
Executive Directors HITES
Dr. HUI Ho Ming, Herbert, J.P. FPARIEL - L FHL

(Deputy Chairman) (Note 1) (BIF /) (FzE1) 3/3 & A
Mr. SHI Lanjiang (Chief Executive Officer) S RILEA(TTBAEEL) 8/8 3/4
Mr. CHU Yuet Chung RIF B AE 8/8 2/4
Mr. YANG Jianzun BREERE 7/8 1/4
Ms. YAU Fai San (Note 2) RT3 A 4= (B 5E2) 3/4 3/3
Non-executive Directors FETES
Mr. JI Kewei (Note 3) A REEMIE3) 3/4 0/1
Mr. JI Xiang (Note 4) HAL A (KRE4) 2/4 0/3
Independent Non-executive Directors BIKHITES
Mr. WU Wai Chung, Michael RIEBAFE(FE) (HFES)

(Chairman) (Note 5) 4/5 1/4
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. s5RFAE © SBS. + A-F#1 8/8 3/4
Ms. NG Yi Kum, Estella ha=ELt 6/8 1/4
Professor Japhet Sebastian LAW SRR 5/8 1/4

Notes: e -
1. Dr. HUI Ho Ming, Herbert, J.P. resigned as an Executive Director and 1. FERELE L FHLTR T ——F_A8

“H-BRERNTEEREFRE AR -F
——FN\ALREENEEANTESRAET

Chairman on 21 February 2012 and was re-appointed as an Executive
Director and Deputy Chairman on 7 August 2012.

o

2. Ms. YAU Fai San was appointed as an Executive Director on 1 April 2012. 2. R Z TR _E——FMNA—BZERHIT
EEo

3. Mr. JI Kewei resigned as a Non-executive Director on 1 April 2012. 3. HAIRFEERZE—ZFMA— BB EERT
BEo

4. Mr. JI Xiang was appointed as a Non-executive Director on 1 April 2012. 4. FARERZT——FUA —BHEZTRIH
TEE -

5. Mr. WU Wai Chung, Michael was appointed as a Non-executive Director 5. REBRAER-_ZT—-F-A-+/\BEZE

REPTEEFREFEEIR N_F—=F
T-AT=ZARERBUIFNTESE - WHER
BEEFEELF -

and the Chairman of the Board on 28 February 2012, re-designated as an
Independent Non-executive Director on 13 November 2012 and continues to
serve as the Chairman of the Board.
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Directors’ Training

The Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company would provide a comprehensive induction package covering
the summary of the responsibilities and liabilities of a director of a
Hong Kong listed company, the Company’s constitutional documents
and the Guides on Directors’ Duties issued by the Companies Registry
to each newly appointed Director to ensure that he/she is sufficiently
aware of his/her responsibilities and obligations under the Listing
Rules and other regulatory requirements.

The company secretary reports from time to time the latest changes
and development of the Listing Rules, corporate governance practices
and other regulatory regime to the Directors with written materials, as
well as organizes seminars on the professional knowledge and latest
development of regulatory requirements related to director’s duties
and responsibilities.

During the year of 2012, two in-house seminars were conducted
covering the topics of the duties and responsibilities of directors of
listed company, the model code for securities transactions by directors
and corporate governance.

During the period from 1 April 2012 to 31 December 2012, the
Directors participated in the following trainings:
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Types of Trainings

Directors 2= bk
Executive Directors iﬁlﬁi?
Dr. HUI Ho Ming, Herbert, J.P. (Deputy Chairman) — EFy&ERIE+ - A P4+ (51 /%) S, R
Mr. SHI Lanjiang (Chief Executive Officer) SR A (TTEAEZE) S, R
Mr. CHU Yuet Chung RIRBIE S, R
Mr. YANG Jianzun HhEE e S, R
Ms. YAU Fai San R 22 = S, R
Non-executive Directors FHITES
Mr. JI Xiang HASEE S, R
Independent Non-executive Directors BIAEHITES
Mr. WU Wai Chung, Michael (Chairman) RIS E(EE) S, R
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. RFANZEE  SBS KX FH+ S, R
Ms. NG Yi Kum, Estella hEELt S, R
Professor Japhet Sebastian LAW 7B SRR S R
S: Attending seminars and/or conferences and/or forums relating to directors’ S: HREREEREEENHNER AEgBE R
duties iR
R: Reading newspaper, journals and updates relating to the economy, general R: MEAELHE  —REBKEEREE TR

business or directors’ duties, etc.
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DELEGATION BY THE BOARD

The Directors are aware of their collective and individual
responsibilities to the shareholders for the wellbeing and success of
the Company.

To enhance the effectiveness of the management of the Company,
the Board has established four committees, namely, the Audit
Committee, the Corporate Governance Committee, the Remuneration
Committee and the Nomination Committee to oversee corresponding
aspects of the Company’s affairs. All Board committees of the
Company have defined written terms of reference.

BOARD COMMITTEES

Audit Committee

The Audit Committee comprises all Independent Non-executive
Directors, namely, Ms. NG Yi Kum, Estella (Chairman), Mr. WU Wai
Chung, Michael, The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. and
Professor Japhet Sebastian LAW.

In order to comply with the Revised CG Code, the terms of reference
of the Audit Committee was revised on 28 March 2012 and on 29
August 2012. The revised terms of reference of the Audit Committee
are available on the websites of the Company and the Stock
Exchange.

The main duties of the Audit Committee are to consider the
appointment, re-appointment and removal of the external auditor,
to review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process and to discuss
with the external auditor the nature and scope of the audit. It is also
responsible for reviewing: (i) the half-yearly and annual financial
statements before submission to the Board and (i) the Company’s
financial control, internal control and risk management systems and
the internal audit programme (where appropriate). It also needs to
discuss problems and reservations arising from the interim and final
audits and to consider the major findings of internal investigations
and management’s response.
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There were two meetings held during the year under review, details REBEFE  BERZESRRITMASH
of attendance are set out below: HEFIBEERSINT -
Attendance/
Number of
meetings
HRER
Audit Committee members EREEERE BIEBREY
Ms. NG Yi Kum, Estella (Chairman) mGEr+(EE) 2/2
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. RFEAFEE  SBS - K FHL 2/2
Professor Japhet Sebastian LAW TR SRR 172
Mr. JI Xiang (Note 1) HAAE (M) 0N
Mr. WU Wai Chung, Michael (Note 2) REFRLA(PFE2) A
Notes: L
1. Mr. JI Xiang was appointed as a member of the Audit Committee on 6 June 1. EARER-F - FRANBRRERER

2012 and resigned on 13 January 2013.

2. Mr. WU Wai Chung, Michael was appointed as a member of the Audit

Committee on 13 November 2012.

During the year under review, the Audit Committee had considered,

reviewed and discussed any areas of concerns during the audit

process, the compliance of company policy and the internal control

procedures of the Group and had approved the annual audited

financial statements and the interim financial statements respectively.

Corporate Governance Committee

The Corporate Governance Committee was established on 6 June

2012 and currently comprising all Independent Non-executive
Directors, namely, Mr. WU Wai Chung, Michael (Chairman), The Hon.
CHEUNG Yu Yan, Tommy, S.B.S., J.P., Ms. NG Yi Kum, Estella and

Professor Japhet Sebastian LAW.

The Board has adopted the terms of reference of the Corporate

Governance Committee in compliance with the Revised CG Code on

6 June 2012. The terms of reference of the Corporate Governance

Committee are available on the websites of the Company and the

Stock Exchange.
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The main duties of the Corporate Governance Committee are to
develop and review the Company'’s policies and practices on corporate
governance and make recommendations to the Board; to review
and monitor the training and continuous professional development
of directors and senior management; to review and monitor the
Company’s policies and practices on compliance with legal and
regulatory requirements; to develop, review and monitor the code of
conduct and compliance manual (if any) applicable to the directors
and employees of the Company; to review the Company’s compliance
with the Corporate Governance Code and disclosure requirements for
the Corporate Governance Report.

TCEERZEENIZRER © HIE LR
ARBNEERERRRELER  AMEFES
REEZ R MEREEREREEASR
MEIIRBEEERR R RERART

EETARREERENENVBRRRER

BE - A RERERRARRESRESR
MITRTRIRAERFM(ME)  Rigat AL
AESTEREARTRNER  UREEER
BENRERT -

The Corporate Governance Committee shall meet at least once per REBECEEAZEGNRESRE  ©XER
year according to its terms of reference. A Corporate Governance LZEeARLEBFRITNEE PEEF
Committee meeting was held during the year under review, details of B EERTESERIT AR LE
attendance are set out below: HEBEHHMT
Attendance/
Number of
meetings
HER
Corporate Governance Committee members TEBERZEERE BITERERY
Mr. WU Wai Chung, Michael (Chairman) (Note 1)  R{ZEESE 4 (F/2) (1) 171
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. RFAZE  SBS. KX F#H+ 1/1
Ms. NG Yi Kum, Estella h@Eat 1”n
Professor Japhet Sebastian LAW (Note 2) B AR (i EE2) 11
Notes: HIeE
1. Mr. WU Wai Chung, Michael was appointed as the Chairman of the 1 RZT—=ZF+A+H REBRLEEZEAR
Corporate Governance Committee on 10 October 2012. TEERZEELF -

2. Professor Japhet Sebastian LAW stepped down as the Chairman of the
Corporate Governance Committee on 10 October 2012.

During the year under review, the Corporate Governance Committee
recommended to the Board the revised Corporate Governance
Structure and Policies, the Code of Ethical Conduct and the
Shareholders Communication Policy of the Company.

Remuneration Committee

The Remuneration Committee comprises Professor Japhet Sebastian
LAW (Chairman), The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P., Ms.
NG Yi Kum, Estella and Ms. YAU Fai San.

In order to comply with the Revised CG Code, the terms of reference
of the Remuneration Committee was revised on 28 March 2012
and on 29 August 2012. The revised terms of reference of the
Remuneration Committee are available on the websites of the
Company and the Stock Exchange.
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The major responsibilities of the Remuneration Committee are to
make recommendation to the Board on the Company’s policy and
structure for remuneration of the Directors and senior management
of the Company. The Committee shall determine, with delegated
responsibility, the individual remuneration package of each executive
director (including the Chairman) and senior management including
benefits in kind and pension rights (including allocation of share
options, annual bonus plans) and compensation payments (including
any compensation payable for loss or termination of their office
or appointment) subject to the contractual terms, if any. When
determining remuneration packages of the executive directors
and senior management of the Company, the Remuneration
Committee takes into consideration factors such as market forces and
remuneration packages of executive directors of similar companies in
comparable industries in Hong Kong.

The Remuneration Committee shall meet at least once per year
according to its terms of reference. Two Remuneration Committee
meetings were held during the year under review, details of
attendance are set out below:

CORPORATE GOVERNANCE REPORT
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FHNZEE T ERBER/RUARRERTLD
REBBEZHMBRRMRBEREESRME
BE#% - RESRBREBEEBEANGK(IA)
MEFGZERE BESUHTER(BRET
FIRSREEENEAFMETE  2EEY
e RS D (BREBRED IR FRIE
AFED MREEeR(BREMERASILL
BSRZENRE) - REEARRARTES
LREREREZHFMEER  FHEZEeS
EEMSER  UEEBZABEITEHELU
NRZHAITER ZFHM

REFHZESZRERE  FTHEEEE
RIBFERIT-REH RNOEFE - FH
ZEBERRITMAGH  LEFBEHIWT

Attendance/
Number of
meetings
HER
Remuneration Committee members FTHEEERE BITEERY
Professor Japhet Sebastian LAW (Chairman) BB (FE) 2/2
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. RFEAFEE  SBS - K FHL 2/2
Ms. NG Yi Kum, Estella HEEL+ 2/2
Ms. YAU Fai San (Note 1) ERFR M A 4= (Bt %) 2/2
Mr. JI Xiang (Note 2) HEAEEMTE2) 172
Notes: MisE
1. Ms. YAU Fai San was appointed as a member of the Remuneration 1 RZT—ZFRARA  ORMEZLTEZTA
Committee on 6 June 2012. FMEEEKE -
2. Mr. JI Xiang was appointed as a member of the Remuneration Committee 2 AZE—ZFXANA HFAREEZEAEY
on 6 June 2012 and resigned on 13 January 2013. MEEEKE  WHR_TE—=F—A+=H#
£
During the year under review, the Remuneration Committee  HREBFE  FHEZESEMESSEEN

recommended and the Board approved the Remuneration Policies
for Executive Directors and Senior Management of the Company and
reviewed the remuneration packages of Directors.

ERTARBRTEZRDRNE RO
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The remuneration of Director is determined with reference to
the qualification, experience, responsibility and performance of
the individual, the performance of the Group and the market
practices. Details of the emoluments of Directors during the year
ended 31 December 2012 are set out in note 7 to the consolidated
financial statements of this report. The emoluments paid to senior
management during the year ended 31 December 2012 were within
the following bands:

EEHFMOBBRENESZNER - £5 - B
BERERE  AEBEERTHENET - &
E-T-—HE+ - A=+-HIFECES
e FFE - BRARELRE P ERRMZET -
BHE_T——F+-_A=+—HBUIEFE X
NFafEBEBNMSHmENT

Number of
individuals

AB

Nil to HK$1,000,000

Nomination Committee

The Nomination Committee was established on 28 March 2012 and
currently comprising The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P.
(Chairman), Professor Japhet Sebastian LAW and Mr. SHI Lanjiang.

The main duties of the Nomination Committee are to review the
structure, size and composition (including the skills, knowledge
and experience) of the Board of Directors on a regular basis and to
identify individuals suitably qualified to become board members. It
is also responsible for assessing the independence of Independent
Non-executive Directors and making recommendations to the Board
of Directors on relevant matters relating to the appointment or re-
appointment of directors and succession planning for directors.

The Nomination Committee shall meet at least once per year
according to its terms of reference. However, as the Nomination
Committee was only established on 28 March 2012, no physical
meeting was held during the year under review and the duties to
review the structure, size and composition of the Board; to identify
individuals suitably qualified to become board members; and the
retirement and re-appointment arrangement of the Directors in the
Company’s annual general meeting, were conducted by the Board.

During the year under review, the Nomination Committee
recommended and the Board approved (i) the re-appointment of Dr.
HUI Ho Ming, Herbert, J.P. as the Deputy Chairman and an Executive
Director of the Company; and (i) the re-designation of Mr. WU Wai
Chung, Michael from a Non-executive Director to an Independent
Non-executive Director of the Company, by resolutions in writing of
all members.
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AUDITOR’S REMUNERATION

The remuneration paid and payable to the auditor of the Company,
Mabel Chan & Co., and the nature of services are set out as follows:

CORPORATE GOVERNANCE REPORT
LRELIREE

BB &
BARRZBAIREE ST EB AT
MERESZ AN ZEE - A RBRBEMEE &5 0
T

HK$'000

Type of services ik FExT

Audit services FEET RS 1,300
Non-audit services: FEBETIRT -

Taxation s 57

Corporate Governance review EEBRE 30

COMPANY SECRETARY

All Directors have access to the advice and services of the Company
Secretary. The Company Secretary reports to the Chairman on board
governance matters, and is responsible for ensuring that Board
procedures are followed and for facilitating communications among
Directors as well as with Shareholders and management.

During the year, Ms. CHOW Miu Fan was appointed as the Company
Secretary on 28 June 2012 to fill the casual vacancy following the
resignation of Mr. CHUI Chi Yun, Robert on the same date. Ms. LEE
Wai Yee (“Ms. Lee”) was appointed as the Company Secretary on 10
September 2012 to fill the casual vacancy following the resignation
of Ms. CHOW Miu Fan on the same date. During the year, Ms. Lee
undertook over 15 hours of professional training to update her skills
and knowledge.

SHAREHOLDERS’ RIGHTS

Convening a Special General Meeting by Shareholders
Pursuant to the Bye-law 62, a special general meeting may be
convened by the Board upon requisition by any shareholder holding
not less than one-tenth of the issued share capital of the Company
and the securities being held carrying the right of voting at any
general meetings of the Company. The shareholder shall make a
written requisition to the Board or the Company Secretary of the
Company at the principal place of business of the Company in Hong
Kong, specifying the shareholding information of the shareholder,
his/her contact details and the proposal regarding any specified
transaction/business and its supporting documents.
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The Board shall arrange to hold such general meeting within two (2)
months after the receipt of such written requisition. Pursuant to the
Bye-law 63, the Company shall serve requisite notice of the general
meeting, including the time, place of meeting and particulars of
resolutions to be considered at the meeting and the general nature of
the business.

If within twenty-one (21) days of the receipt of such written
requisition, the Board fails to proceed to convene such special general
meeting, the shareholder shall do so pursuant to the provisions of
Section 74(3) of the Companies Act of Bermuda.

Putting Forward Proposals at General Meetings

A shareholder shall make a written requisition to the Board or
the Company Secretary of the Company at the principal place of
business of the Company in Hong Kong, specifying the shareholding
information of the shareholder, his/her contact details and the
proposal he/she intends to put forward at general meeting regarding
any specified transaction/business and its supporting documents.

Making Enquiry to the Board

Shareholders may send written enquiries, either by post, by facsimiles
or by email, together with his/her contact details, such as postal
address, email or fax, addressing to Board of the Company at the
following address or facsimile number or via email:

Units 801-803, 8/F., Tins Enterprises Centre,

777 Lai Chi Kok Road, Cheung Sha Wan, Kowloon, Hong Kong
Fax: (852) 2536 9223

Email: ir@cyj.hk

All enquiries shall be collected by the Company Secretary who
shall report to the Executive Directors periodically on the enquiries
collected. The Executive Directors shall review the enquiries and assign
different kinds of enquiries to appropriate division head/manager
for answering. After receiving the answers of all enquiries from the
relevant division head/manager, the Company Secretary will collect
the answers for the Executive Directors’ review and approval. The
Company Secretary shall then be authorized by the Executive Directors
to reply all enquiries in writing.

Shareholders Communication Policy

The Company adopted a Shareholders Communication Policy on 22
January 2013 which aims to enhance the corporate communication
effectively between the shareholders, and the Board and senior
management of the Company through various official channels so
that the shareholders can access the Company’s public information
equally in a timely manner.
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REPORT OF THE DIRECTORS
EFTHES

The board of directors of the Company presents their report and the
audited consolidated financial statements of the Company and its
subsidiaries for the year ended 31 December 2012.

PRINCIPAL ACTIVITIES

The principal activities of the Company are assets and investment
holding. The principal activities of its subsidiaries as at 31 December
2012 are set out in note 16 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2012 are
set out in the consolidated income statement and the consolidated
statement of comprehensive income on pages 54 and 55 of “this
report”.

The Board does not recommend the payment of final dividend for the
year ended 31 December 2012 to the holders of both ordinary shares
and preference shares of the Company.

SUMMARY OF FINANCIAL INFORMATION

A summary of the published results, assets and liabilities of the Group
for the past five financial years is set out on page 136.

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 25 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 26 to the consolidated financial
statements and the consolidated statement of changes in equity on
page 59, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2012, the Company did not have any reserves
available for distribution, as computed in accordance with the
Companies Act 1981 of Bermuda (2011: Nil). The Company’s share
premium account of HK$141,868,000 (2011: HK$163,532,000) could
be distributed in the form of fully paid bonus shares.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the bye-laws of
the Company (the “Bye-Laws”) or the laws in Bermuda which would
oblige the Company to offer new shares on a pro-rata basis to its
existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year ended 31 December 2012, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 13 to the consolidated
financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate sales attributable to the largest customer and the five
largest customers of the Group accounted for approximately 17%
and 48%, respectively, of the total turnover of the Group for the year.

The aggregate purchases attributable to the largest supplier and the
five largest suppliers of the Group accounted for approximately 14%
and 42%, respectively, of the total purchases of the Group for the
year.

None of the directors, their associates or any shareholders (which to
the knowledge of the directors own more than 5% of the Company’s
share capital) had any interest in the five largest customers or
suppliers.
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DIRECTORS

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

Executive directors

Dr. HUI Ho Ming, Herbert, J.P. (Deputy Chairman) (Note 1)
Mr. SHI Lanjiang (Chief Executive Officer) (Note 2)
Mr. CHU Yuet Chung

Mr. YANG Jianzun

Ms. YAU Fai San (Note 3)

Non-executive directors

Mr. JI Kewei (Note 4)
Mr. JI Xiang (Note 5)
Mr. WU Wai Chung, Michael (Chairman) (Note 6 & Note 9)

Independent non-executive directors

Mr. WU Wai Chung, Michael (Chairman) (Note 6 & Note 9)
The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. (Note 9)
Ms. NG Yi Kum, Estella (Note 7 & Note 9)
Professor Japhet Sebastian LAW (Note 8)
Notes:

1. Dr. HUI Ho Ming, Herbert, J.P. resigned as an executive director and

authorized representative of the Company and the Chairman of the Board
with effect from 21 February 2012. Dr. Hui was re-appointed as an executive
director and authorized representative of the Company, and appointed as
the Deputy Chairman of the Board effective from 7 August 2012.

2. Mr. SHI Lanjiang was appointed as the authorized representative of the
Company on 21 February 2012, resigned as the authorized representative of
the Company and the Deputy Chairman of the Board on 7 August 2012 and
continues to serve as an executive director and Chief Executive Officer of the

Company.
3. Ms. YAU Fai San was appointed as an executive director on 1 April 2012.
4. Mr. JI Kewei resigned as a non-executive director on 1 April 2012.
5. Mr. JI Xiang was appointed as a non-executive director on 1 April 2012.
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6. Mr. WU Wai Chung, Michael was appointed as a non-executive director
of the Company and the Chairman of the Board on 28 February 2012, re-
designated as an independent non-executive director of the Company on 13
November 2012 and continues to serve as the Chairman of the Board.

7. During the year, Ms. NG Yi Kum, Estella has been appointed as an
independent non-executive director of China Mobile Games and
Entertainment Group Limited (NASDAQ: CMGE), a company listed on
NASDAQ in the United States.

8. Professor Japhet Sebastian LAW has been appointed as an independent non-
executive director of Regal Hotels International Holdings Limited (Stock Code:
78) on 18 June 2012 and Tianjin Binhai Teda Logistics (Group) Corporation
Limited (Stock Code: 8348) on 13 August 2012, both companies are listed
on the Stock Exchange.

9. During the Reporting Period, the Remuneration Committee recommended
and the Board approved that (i) the directors’ fee of two independent non-
executive directors, namely, The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P.
and Ms. NG Yi Kum, Estella increased to HK$16,000 per month with effect
from 1 January 2012; and (ii) the directors’ fee of Mr. WU Wai Chung,
Michael revised to HK$75,000 per month with effect from 7 August 2012.

Save as disclosed above, there is no other information regarding
Directors that is required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules.

RE-ELECTION OF DIRECTORS

Pursuant to bye-law 102 of the Bye-Laws, Dr. HUl Ho Ming, Herbert,
J.P. will hold office until the forthcoming annual general meeting and,
being eligible, will offer himself for re-election. In accordance with
bye-law 99 of the Bye-Laws, Ms. YAU Fai San, Mr. WU Wai Chung,
Michael and The Hon. CHEUNG Yu Yan, Tommy, S.B.S., J.P. will retire
at the forthcoming annual general meeting and, being eligible, will
offer themselves for re-election.

None of the Directors being proposed for re-election at the
forthcoming annual general meeting of the Company has a service
contract with the Company which is not determinable by the
Company within one year without payment of compensations, other
than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the section headed "CONNECTED
TRANSACTIONS” on page 48, no contract of significance, to which
the Company or any of its subsidiaries was a party and in which
a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

None of the Directors or their respective associates had an interest in
a business which competes or is likely to compete, either directly or
indirectly, with the business of the Group.

DIRECTORS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2012, the interests or short positions of the
Directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQ")), as recorded in the register required
to be kept under section 352 of the SFO or as otherwise notified to
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the Company or the Stock Exchange pursuant to the Model Code for SEE #E‘J(W‘? ESFEI])BRE AR R
Securities Transactions by Directors of Listed Companies (the “Model P e SORB AT ¢
Code"”) were as follows:
Long positions in the shares of the Company: REABRBZHR :
Number of Percentage of
Preference  shareholding
Name of director Capacity Shares held in class
FsBER BRI R
EEpE 54 L= Btk
CHU Yuet Chung Beneficial owner
RELBTEE ERBEAA 18,760,000
Interest of spouse
[y o 18,760,000
Beneficiary of trust
ErEXEA 37,480,000
75,000,000 4.5%

Note: All the Preference Shares are non-listed and non-redeemable. According to
the terms of the Class B Preference Shares held by Mr. CHU Yuet Chung,
one Class B Preference Share is convertible into one Ordinary Share at any
time no earlier than one year from the date of issue.

Save as disclosed above, as at 31 December 2012, none of the
Directors, chief executives of the Company or their associates had
any interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) recorded in the register
required to be notified to the Company and the Stock Exchange
pursuant to the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Mr. CHU Yuet Chung, an Executive Director of the Company, is
interested in 75,000,000 Class B Preference Shares of HK$0.01 each.
According to the terms of the Class B Preference Shares, one Class B
Preference Share is convertible into one Ordinary Share of HK$0.01
each in the share capital of the Company at any time no earlier than
one year from the date of issue.

Save as disclosed above, at no time during the year was the Company
or any of its subsidiaries a party to any arrangements to enable the
Directors to acquire benefits by means of the acquisition of shares in,
or debt securities (including debentures) of, the Company or any other
body corporate and neither the Directors nor the chief executives of
the Company, or any of their spouses or children under the age of
18, had any rights to subscribe for the equity or debt securities of the
Company, or had exercised any such rights.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2012, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect of
certain Directors and chief executives of the Company, the following
shareholders had notified the Company of relevant interests in the
issued share capital of the Company.

Long positions in the shares and underlying shares of the
Company:

ESREROIES 2EF

ARRBITE R E LA 75,000,0000%
SREMEC.0TEIBEELRT AR - B
BB E LR AESR - —IRBEEE LR ATAT
ERETHBES —FEBRAs—REREER
0.01 8Lk

BREXFEEEI  RAFEZETAEHE
A AR ] e E ] Y A ) A AR
LHRTEETAHEBEAR B REAEME
ABEEBZBOKNEHESF(BIFES) ME
7w MARBEFREIBTRAERKREE
R T\FA T FRNERGTARE
RRABIBAEKEIFE S < TAHEF - BET
EEFIERARER -

FERR

R-ZZT——F+-A=+—8  AQRARE
FH RS IENEIBCIETE 2 EERRAM
BL BREXGRETESRARREZETR
ABHBREZRIN  THREEBAERAF
HRARARBBEITRARIHE 26 @

RAERTRGRABRDZEFR

Percentage of

0

Number of  shareholding
Name of shareholder Capacity Class of Shares Shares held in class
eEFERG IR R
RER AR ) R 10 28 5! #E BAL
Right Day Holdings Limited Beneficial owner Ordinary Shares
EREAA 2Rl 990,400,000 71.82%
Beneficial owner Preference Shares
EEBAA B 1,380,000,000 82.80%
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Notes:

1. Right Day Holdings Limited is wholly owned by Wanthorpe Opportunity
Fund SPC — Wanthorpe Private Equity Segregated Portfolio (formerly known
as First Vanguard Opportunity Fund SPC — First Vanguard Private Equity
Segregated Portfolio, “Wanthorpe SPC"”). Wanthorpe SPC is a segregated
portfolio company and is registered as a regulated open ended mutual fund
in the Cayman Islands. Wanthorpe AAA Management Limited (“Wanthorpe
AAA") is the investment manager of Wanthorpe SPC which owns 100% of
the voting management share in Wanthorpe SPC. Mr. YIN Richard Yingneng is
the ultimate beneficial owner of Wanthorpe AAA.

2. A family member of Dr. HUl Ho Ming, Herbert, an Executive Director, owns
22% equity interest in Wanthorpe Opportunity Fund SPC — Wanthorpe
Private Equity Segregated Portfolio.

3. All the Preference Shares are non-listed and non-redeemable. According
to the terms of the Class A Preference Shares held by Right Day Holdings
Limited, one Class A Preference Share is convertible into one Ordinary Share.

Save as disclosed above, the Company had not been notified any
interests or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept under section
336 of the SFO as at 31 December 2012.

SHARE OPTION SCHEME

The Company adopted a share option scheme on 21 June 2002 and
expired on 20 June 2012. No share options were granted, cancelled
or lapsed during the year ended 31 December 2012 and there was no
outstanding share option as at 31 December 2012. Details of which
are set out in note 24 to the consolidated financial statements.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole or any substantial part
of the Company’s business were entered into or existed during the
year.
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CONNECTED TRANSACTIONS

Material related party transactions entered into by the Group
during the year ended 31 December 2012, which do not constitute
connected transactions under the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited, are disclosed
in note 33 to the consolidated financial statements.

Profit Guarantee

With reference to the circular of the Company dated 30 November
2011, each of the Vendor 1, the Vendors 2, the Vendor 3 and the
Vendor 3’s Guarantor irrevocably warrant, represent and undertake
that the profits regarding the financial performance of the companies
acquired shall not be less than the amount guaranteed, or otherwise
the number of Class B Preference Shares payable will be adjusted.

Pursuant to the Acquisition Agreement 1, the average of the net
profit after tax of the financial year ended 31 March 2011 and the
financial year ended 31 March 2012 of Natural Farm shall not be
less than the Guaranteed Profit 1 (i.e. HK$7,500,000) and that the
total consideration payable under the Acquisition Agreement 1 shall
be equal to 6.5 times the price-to-earnings ratio of the Guaranteed
Profit 1.

As disclosed on page 30 of the Circular, Natural Farm recorded a
consolidated net profit after tax of HK$6,577,449 for the year ended
31 March 2011. Accordingly, the Guaranteed Profit 1 for the year
ended 31 March 2011 has not been achieved. The first phase of Class
B Preference Shares paid to the Vendor 1 was adjusted to 96,584,730
Class B Preference Shares and allotted by the Company on 27 March
2012.

Based on the audited accounts of Natural Farm adjusted by the
difference incurred due to the change in depreciation policy, the
average of the net profit after tax for the financial year ended
31 March 2011 and the financial year ended 31 March 2012
was HK$7,191,524.50, thus constituting a slight shortfall of
HK$308,475.50 per annum on the Guaranteed Profit 1, with the
said shortfall representing a modest approximately 4.11% of the
Guaranteed Profit 1. Since the Guaranteed Profit 1 has not been
achieved, the second phase of Class B Preference Shares paid to the
Vendor 1 was adjusted to 115,047,998 Class B Preference Shares and
allotted by the Company on 31 December 2012.
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All the independent non-executive directors of the Company are of
the opinion that the obligation of the Vendor 1 under the Guaranteed
Profit 1 had been fulfilled.

Pursuant to the Acquisition Agreement 2, the average of the net
profit after tax of the financial year ended 31 March 2011 and the
financial year ended 31 March 2012 of Polygold Food shall not be
less than the Guaranteed Profit 2 (i.e. HK$2,500,000) and that the
total consideration payable under the Acquisition Agreement 2 shall
be equal to 6.5 times the price-to-earnings ratio of the Guaranteed
Profit 2.

As disclosed on page 35 of the Circular, Polygold Food recorded a
consolidated net profit after tax of HK$1,038,864 for the year ended
31 March 2011. Accordingly, the Guaranteed Profit 2 for the year
ended 31 March 2011 has not been achieved. The first phase of Class
B Preference Shares paid to the Vendors 2 was adjusted to 7,748,720
Class B Preference Shares and allotted by the Company on 3 April
2012.

Based on the audited accounts of Polygold Food, the average of
the net profit after tax for the financial year ended 31 March 2011
and the financial year ended 31 March 2012 was HK$2,567,779.
Accordingly, the Guaranteed Profit 2 has been achieved. The second
phase of Class B Preference Shares paid to the Vendors 2 was
67,251,280 Class B Preference Shares and allotted by the Company
on 31 December 2012.

All the independent non-executive directors of the Company are
of the opinion that the obligation of the Vendors 2 under the
Guaranteed Profit 2 had been fulfilled.

Pursuant to the Acquisition Agreement 3 (as supplemented by the
Letter of Confirmation), the Vendor 3 and the Vendor 3’s Guarantor
irrevocably warrant, represent and undertake that, among other
matters, the average of the net profit after tax of the financial year
ended 31 December 2011 and the financial year ended 31 December
2012 of Modern Excellence and its subsidiaries shall not be less than
the Guaranteed Profit 3 (i.e. HK$20,000,000) and that the 2 total
consideration payable under the Acquisition Agreement 3 shall be
equal to 7.15 times the price-to-earnings ratio of the Guaranteed
Profit 3.
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Based on the pro forma financial information of Modern Excellence
for the year ended 31 December 2011 reviewed by an independent
external auditor, the net profit after tax of Modern Excellence and
its subsidiaries for the financial year ended 31 December 2011 was
HK$27,058,858. Accordingly, the Guaranteed Profit 3 has been
achieved and the first phase of Class B Preference Shares payable to
the Vendor 3 or his nominees shall be 357,500,000 Class B Preference
Shares.

Personal Income Tax

Pursuant to the Acquisition Agreement 3, Trade Soar, being
the purchaser under the Acquisition 3 and an indirectly wholly-
owned subsidiary of the Company, will compensate the Vendor 3
certain amount of the PRC Personal Income Tax. The amount of
compensation shall be (a) 50% of the PRC Personal Income Tax
actually paid in RMB; or (b) RMB4,500,000, whichever is the lower
amount conditional on the completion of the Acquisition 3.

The amount of PRC Personal Income Tax actually paid by the Vendor
3’s Guarantor is an aggregate sum of RMB7,546,563.25 (the “Tax
Amount”). Based on the undertaking mentioned above, the Vendor 3
is therefore entitled to receive a compensation payable by Trade Soar
in the sum of RMB3,773,281.63 (or approximately HK$4,633,589.84),
which is 50% of the Tax Amount and less than RMB4,500,000.
During the Reporting Period, a total sum of HK$4,633,589.84 had
been paid by Trade Soar to the Vendor 3.

Consultancy Agreement

On 23 February 2012, the Company entered into a consultancy
agreement with Dr. HUI Ho Ming, Herbert in relation to the
appointment of Dr. Hui as the consultant of the Company (the
“Consultancy Agreement”). As the Consultancy Agreement was
subject to the approval of the independent shareholders of the
Company and the relevant resolution was not passed at the special
general meeting held on 20 April 2012, the Consultancy Agreement
shall have no effect.

Save as disclosed above, the Group has not conducted any other
transactions with connected persons (as defined in the Listing Rules)
during the Reporting Period.

CORPORATE GOVERNANCE PRACTICE

A report on the corporate governance practices of the Company is set
out on pages 29 to 40 of this report.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Company has
maintained sufficient public float as required under the Listing Rules as
at the date of this report.

CHANGE OF COMPANY NAME

The English name of the Company was changed from “Ever Fortune
International Holdings Limited” to “Cypress Jade Agricultural Holdings
Limited” and the adoption of the Chinese name “#it & Z ¥ AR
NE]" as the Company’s secondary name to replace "3#82%F R A% D
BB AT became effective from 14 March 2012.

CHANGE OF PRINCIPAL PLACE OF BUSINESS IN
HONG KONG

The Company'’s principal place of business in Hong Kong changed to
Units 801-803, 8/F., Tins Enterprises Centre, 777 Lai Chi Kok Road,
Cheung Sha Wan, Kowloon, Hong Kong with effect from 28 June
2012.

EVENTS AFTER THE REPORTING DATE

Details of significant events occurring after the reporting date are set
out in note 35 to the financial statements.

AUDITOR

Mabel Chan & Co. will retire and, being eligible, will offer themselves
for re-appointment as auditor of the Company at the forthcoming
annual general meeting.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from
Monday, 3 June 2013 to Thursday, 6 June 2013, both days inclusive,
during which period no transfers of shares of the Company will be
registered. In order to qualify for attending and voting at the 2013
Annual General Meeting, all transfer documents accompanied by
the relevant share certificates must be lodged with the Company’s
Registrars, Tricor Tengis Limited, at 26/F Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong for registration by no later than 4:30
p.m. on Friday, 31 May 2013.

On behalf of the Board

WU Wai Chung, Michael
Chairman

Hong Kong
28 March 2013
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INDEPENDENT AUDITOR’S REPORT
BIZBENRE

Mabel Chan & Co.
PREEFFHRIERFT

Certified Public Accountants

HESETED

Suites 2208-11, 22/F., Tower One, Times Square, 1 Matheson Street, Causeway Bay, Hong Kong

Tel: (852) 2122 9736  Fax: (852) 2180 9163
Mtk - FHEHEE ) M E A1 SR ES1 E22122208-11F
T 55 © (852) 21229736 fHE : (852) 2180 9163

TO THE SHAREHOLDERS OF CYPRESS JADE AGRICULTURAL
HOLDINGS LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of Cypress
Jade Agricultural Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
54 to 135, which comprise the consolidated and the Company’s
statements of financial position as at 31 December 2012, and the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely
to you, as a body, in accordance with Section 90 of the Bermuda
Companies Act 1981 of Bermuda, and for no other purpose. We
do not assume responsibility towards or accept liability to any other
person for our 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 consolidated
financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Group and the Company as at
31 December 2012, and 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.

Mabel Chan & Co.
Certified Public Accountants
Hong Kong, 28 March 2013

INDEPENDENT AUDITOR’S REPORT
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CONSOLIDATED INCOME STATEMENT

HFElRR

Year ended 31 December 2012 g2 —ZF— —F+_—HA=+—HIFZ

2012 2011
—E——fF —T—%F
Notes HK$’'000 HK$'000
Bi5E FET FHET
Turnover R 4 267,919 15,810
Cost of sales SHE A (180,158) (15,398)
Gross profit EF 87,761 412
Other income Halg A 4 59,467 895
Gain arising from changes in EYEEZATEEE
fair value less costs to sell of REHERAFTEL
biological assets HI WA 431 -
Selling and distribution costs SHER 7 R A (57.475) (125)
Administrative and other operating {THUR Hfth& & H
expenses (59,255) (13,314)
Finance costs BE KA 5 (1,954) =
Profit/(loss) before tax BRFLATRF(B5E) 6 28,975 (12,132)
Income tax credit FrEHiiKR 9 2,424 _
Profit/(loss) for the year FEERAN(EE) 10 31,399 (12,132)
Attributable to: FE4h
Equity shareholders of the Company RNATIRESIER A (12,132)
Earnings/(loss) per share: FBEOEF(EHE) : (restated)
(ge=5)
RLECYA YA M HK$(3.83) cents
Basic FHAKR 11 AL el
BLEYEELNGEHIM HK$(3.83) cents
Diluted B 11 AL gl

The notes on pages 62 to 135 form an integral part of these financial

statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FezEkaR

Year ended 31 December 2012 #i2 —ZF— —F+ _-_HA=+—HIFZ

i

2012 2011
=F—=F —T——F
HK$'000 HK$'000
THExT FET
Profit/(loss) for the year FEEHRA(BE) 31,399 (12,132)
Other comprehensive income Hih 2w
Exchange differences arising on MEBINEREEZERZR

translation of foreign operations

Total comprehensive income/(expense) FE2E Uz (Fx) 2%

for the year (12,132)

The notes on pages 62 to 135 form an integral part of these financial F62Z2 135 BB AU BmEN—E 5 -
statements.
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HFeaMERE

Year ended 31 December 2012 g2 —ZF— —F+_—HA=+—HIFZ

Notes
Bt EE
Non-current assets FERBEE
Property, plant and equipment S ] 13
Construction in progress EEIRE 14
Goodwill [ 15
Current assets REEE
Inventories rE 17
Biological assets EEE 18
Trade and other receivables B 5 Rk E At FEUTAR R 19
Bank balances and cash IRITHEBERE 20
Current liabilities mEAE
Trade and other payables B 5 I H T AR K 21
Interest-bearing bank and FTERITREMER
other borrowings 22
Obligation under a finance lease B & THE 23
Current tax payable BNEARESI IR
Net current liabilities mENEEFEE
Total assets less current liabilities #AEERABARZ
Capital and reserves &N
Share capital R AR 25
Reserves ] 26
Total equity/(deficiency in wER S (RERES
shareholders’ funds) B 4)

-
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2012
—E—_F
HK$'000
FET

187,749
8,284
31,678

227,711

5,379

4,396

58,571
18,810

87,156

148,554
25,120

143
152

173,969

(86,813)

140,898

30,456
87,776

118,232

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

2011
—E——%F
HK$'000
FHBT

131,838
32,310
31,678

195,826

4,451

4,851
52,431
42,319

104,052

274,965

80,005
140
4,024

359,134

(255,082)

(59,256)

25,325
(109,016)

(83,691)



CONSOLIDATED STATEMENT OF FINANCIAL POSITION
HReMBERIE
Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

2012 2011

=F—=F —T——F

Notes HK$'000 HK$'000

BsE FHET Tt

Non-current liabilities FRBEMS

Government subsidy T ED 21 24,224
Obligation under a finance lease & TH & AE 23 68 211
22,666 24,435
140,898 (59,256)

Approved and authorised for issue by the board of directors on 28 KEEGR _T—=—F=-A=-+ N \BHER

March 2013. RETEE o
RIEH SET

Wu Wai Chung, Michael Shi Lanjiang
T 3
Chairman Director

The notes on pages 62 to 135 form an integral part of these financial F62Z2 135 BB AT BImEN—E 5 -
statements.
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= STATEMENT OF FINANCIAL POSITION
MR R =

Year ended 31 December 2012 g2 —ZF— —F+_—HA=+—HIFZ

2012 2011
—E——fF —ET—%F
Notes HK$'000 HK$'000
BisE FHET BT
Non-current assets FRBEE
Property, plant and equipment ME - WEKEE 13 896 1
Interests in subsidiaries B A El 2 #E s 16 114,768 43,872
115,664 43,873
Current assets REBEE
Other receivables Hfh fEURBR TX 19 1,225
Bank balances and cash RITER MRS 20 7
1,232
Current liabilities RBAE
Other payables EL b FE (< BR X 21 69,771
Other borrowings HALEK 22 86
3,457 69,857
Net current liabilities RBAEFHE (29) (68,625)
Total assets less current liabilities AEERGBERE 115,635 (24,752)
Capital and reserves B #E
Share capital R& 7N 25 30,456 25,3725
Reserves HE 26 85,148 (106,246)
Total equity/(deficiency in WS (RRESEH)
shareholders’ funds) 115,604 (80,921)
Non-current liabilities FRBEMS
Amounts due to subsidiaries RGBS 21 31 56,169
115,635 (24,752)

Approved and authorised for issue by the board of directors on 28 REEFGN _T—=F=ZF-_+N\BHEL

March 2013. FERETEE o
REHR SET

Wu Wai Chung, Michael Shi Lanjiang
FiE E
Chairman Director

The notes on pages 62 to 135 form an integral part of these financial F62Z2 135 BB AU BImEN—E 5 -
statements.

0
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
GelEREDR

Year ended 31 December 2012 #i2 —ZF— —F+ _-_HA=+—HIFZ

|

Attributable to equity shareholders

rEERGRRES
Exchange
Share Share Contributed  fluctuation Accumulated
capital premium surplus reserve losses Total
B& R EE BARY EXRDREE B &g

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAL TAL TAL TR TAL TAL

Balance at 1 January 2011  R=Z——4&—F—H

LB 25,325 163,532 126,883 (387,299) (71,559)

Loss for the year ERER = = = = (12,132) (12,132)

Balance at 31 December 2011 R=ZT——%

TZA=+-Bz&R 25,325 163,532 126,883 (399,431) (83,691)

Balance at 1 January 2012 A=ZE——F—HF—H
i 25,325 163,532 126,883

(399,431) (83,691)
Profit for the year EREN = - - - 31,399 31,399

Other comprehensive income  FEEMZ2EE
for the year:

Exchange differences on BERNER
translation of foreign ZERESR
operations - - - 1,365 - 1365

Total comprehensive income  FE2H Nz
for the year ks - - - 1,365 31,399 32,764

Appropriate to statutory PREETEHE

reserve - - 620 - (620) -
Issue of ordinary shares EITERER 10,624 101,740 - - - 112,364
Issue of preference shares ETEER 16,667 40,128 - - - 56,795
Capital reorganisation ERER (22,160) (163,532) 185,692 - - -
Setting off accumulated losses # 48 251518 - - (185,692) - 185,692 -

Balance at 31 December 2012 R=F——%
+-RA=t—Bz#&# 30,456 141,868 127,503 1,365 (182,960) 118,232

The notes on pages 62 to 135 form an integral part of these financial F62Z2 135 BB AU BmEN—E 5 -
statements.
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Operating activities

Profit/(loss) before tax

Adjustments for:

Finance costs

Interest income

Depreciation of property, plant and
equipment

Loss on disposal of property, plant and
equipment

Waiver of other loans

Gain on changes in fair value less costs

to sell of biological assets
Gain arising from debt restructuring
Amortisation of government grant
Impairment of biological assets
Reversal of impairment loss of trade

BREATEF,(E51R)

FLATIRE (EH AR
B AR
A EUA
WE - BERRETE

HEWE - BB KRR ZER

HAE 7R
EYMEEZ N HER

B H B AR 2 W
BBEMAES 2 W
U 8 B 4 55

Y EERE

B 5 YRS ERE R

receivables
Impairment loss of trade receivables B Z R Z BBk 1E
Operating cash outflows before EEESRHAZ
movements in working capital RER ST

(Increase)/decrease in trade and other
receivables

Decrease in Biological assets

Increase in inventories

Decrease in trade and other payables

5 REMBBIER (),
o

AR

G

85 RE MO

Cash generated from operations

Interest received
Interest paid
Hong Kong profit tax paid

BEUFE
BERFE
ENEBMEH

Net cash used in operating activities

REXBER
ZBEREFHE

CONSOLIDATED STATEMENT OF CASH FLOWS
GRHaRER

Year ended 31 December 2012 g2 —ZF— —F+_—HA=+—HIFZ

2012
—E—_F
HK$'000
THEx

7
(934)

(431)
(40,524)
(11,020)

894

(591)
144

(5,693)
46,162

(928)

(32,135)

2,200

32

2011
—E——%F
HK$'000
FHBT

(12,132)

(12,102)

(8,572)
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERARER

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

2012 2011
t St 2 —F——F
Notes HK$'000 HK$'000
BitaE FEx FAT
Investing activities RETEE
Purchases of property, plant and BEMX  WEKRE
equipment (14,831) -
Receipt of government grants W ER B T #E B 12,561 -
Additions to construction in progress EETIRERNE (32,521) -
Net addition of biological assets B E IR (45,636) =
Cash paid for acquisition of subsidiaries YBERKTE A7) 2R &+ 27 - (2,684)
Net cash used in investing activities REFEFERA RS HREFHE (2,684)
Financing activities REEE
Inception of new bank loans FERITER 26,941 -
Repayment of bank and other ERIRTT REAMER
borrowings (17,606) -
Proceeds from issue of shares BEITIRD 2 PR 5RIE 48,614 -
Capital element of finance lease BmERERS 2 BRI
rental payments (140) =
Proceeds from other borrowings EMERZ 508 — 53,140
Net cash generated from financing BMEEFHELCHERETHE
activities 57,809 53,140
Net (decrease)/increase in cash and ﬁ%&iﬁ.ﬁ%ﬁ
cash equivalents WD), EEEE (23,512) 41,884
Cash and cash equivalents REDzRERESEE
at the beginning of the year 435
Effect of foreign exchange rate EXSEH o IE  FHE
changes, net -
Cash and cash equivalents RERZRERREEE
at the end of the year 18,810 42,319
Analysis of the balances of cash and RE&ERREZE 2 ER DT
cash equivalents
Bank balances and cash RITHER LIRS 42,319

The notes on pages 62 to 135 form an integral part of these financial F62Z2 135 BB AU BmEN—E 5 -
statements.
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GENERAL INFORMATION

The Company’s name “Ever Fortune International Holdings
Limited” was changed to “Cypress Jade Agricultural Holdings
Limited” in Bermuda on 14 March 2012.

Cypress Jade Agricultural Holdings Limited (the “Company”) is
a company incorporated in Bermuda with limited liability. The
address of its registered office is Canon’s Court, 22 Victoria
Street, Hamilton, HM12, Bermuda and its principal place of
business is Units 801-803, 8/F., Tins Enterprises Centre, 777
Lai Chi Kok Road, Cheung Sha Wan, Kowloon, Hong Kong.
The Company and its subsidiaries (collectively referred to as
the “Group”) are engaged in assets and investment holding,
and growing, processing and trading of agricultural produce,
respectively.

The Company’s shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The consolidated financial statements are presented in Hong
Kong dollars (rounded to thousand), which is the same as the
functional currency of the Company.

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES

These consolidated financial statements have been prepared
under the historical cost basis except for biological asset
which has been measured at fair value less costs to sell and
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs"”), which include all applicable individual Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs"”) and interpretation issued by the Hong
Kong Institute of Certified Public Accountants ("HKICPA"),
accounting principles generally accepted in Hong Kong and
the applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”) and by the Hong Kong Companies
Ordinance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
HeMBERRME

Year ended 31 December 2012 g2 —ZF— —F+_—HA=+—HIFZ
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

The principal accounting policies applied in the preparation
of these financial statements are set out below. These policies
have been consistently applied to all the years presented, unless
otherwise stated.

(a) Application of new and revised Hong Kong
Financial Reporting Standards
In current year, the Group has applied, for the first time,
a number of new and revised Standards, Amendments
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") as follows:

HKFRS 7 Financial instruments: Disclosures —
(Amendments) Transfers of financial assets

HKAS 12 Deferred tax: recovery of underlying
(Amendments) assets

The application of these new and revised Standards,
Amendments and Interpretations in the current year has
had no material effect on the amounts reported in these
consolidated financial statements and/or disclosures set
out in these consolidated financial statements for the
current or comparative periods.

The Group has not early applied the following new and
revised Standards, Amendments or Interpretations that
have been issued and pertinent to its operation but not
yet effective.

2.

AT ERR2EERTES
HBCR (@)

RS HRERMRA 2 ER G
RENTX - BRRERAIN  ZFEE
HFTA2RFERAZETBE 5

(a) BT REBIEBUBRSE
b3
RAFE  AEBECBERERE
AEFMAR([FEEEEA
g B2 E TR REERTE
A EFT MBI T

BAMBHEEN  SRIA: HE-
EYpACCHES) THEEBY

BEgEd JERERUE - B
F12H(BETE) HEEE

RAFRIRNZER ] REIERT
EH - BRI RRBERERAM
BRERMEN Z BRHAE
HIM R AR Z S A M EH
RAEZWBRLEBEATE -

AREEILRIEFEAIATERM
WEEEBARBIDRERZH
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(a) Application of new and revised Hong Kong
Financial Reporting Standards (continued)

A ERRCEERTES
HBUR (#)

(a) BHAFETREBTERUBRE
R ()

HKFRS 7 (Amendments)
BAMBRELEMETR

(EETA)
HKFRS 9
BRI IRERABR
HKFRS 10
BANBRERAE 105
HKFRS 11
BAMBRELAEHR
HKFRS 12

BAMBRELERZE 125
HKFRS 10, HKFRS 11 and HKFRS 12
Amendments

Disclosures — Offsetting financial assets and
financial liabilities
BFE-HEeREERSRIBRE

Financial instruments

Effective for
accounting periods
beginning on or after
RT3 B8z &R
e BEN

1 January 2013
—Z—=%—-A—H

1 January 2015

S$BTE —Z-1%¥—-A—H
Consolidated financial statements 1 January 2013
RAEMBERE —T-=%—-A—H
Joint arrangements 1 January 2013
AERH —ZE-=%—Hf—H
Disclosure of interests in other entities 1 January 2013
Hit BRI R E —T—=%—-A—H
Amendments to HKFRS 10, HKFRS 11 and 1 January 2013

HKFRS 12 - Transition Guidance —Z—-=F—H—H

BEAMBHREEF105 BEMBHREEN FEYMBHRELF105  BEUBHEE

FNRRBEMBHREERNE 125 2

HKFRS 10, HKFRS 12 and HKAS 27 (2011)
Amendments
BAMBRELERIE 105

BRUBRELENE 127 REAGHERE

272 BRI (ZF——%)
HKFRS 13
B MRS 2R B 1358
HKAS 1 (Amendment)
EESERE1REEIAR)

HKAS 19 (Revised 2011)
ARG EUNE 19 (—F——FRERT)

HKAS 27 (Revised 2011)
R ENE 27 (2T ——F&ER])
HKAS 28 (Revised 2011)
BEGRENE28H(ZE——F&ER])
HKAS 32 (Amendments)

BAGEFI2R(BFTA)

Annual improvements 2009-2011 Cycle
—EENFE_T—FREPZFELRE

AIZVR BB BmEENE 12957218
31— BE S

Amendments to HKFRS 10, HKFRS 12 and
HKAS 27 (2011) — Investment Entities

BAMBRELERF 105 - BEHBRE
RERE125E RABGEERE275 2185
(ZE—F)-KRETR

Fair value measurement

AVEHE

Presentation of financial statements
— Presentation of items of other
comprehensive income

BHHRE 225 - b 2 E RS

1 January 2014
—Z-mE—H—H

1 January 2013

—T—-=%—H—H
1 July 2012
-5+ A—H

HEZ 25
Employee benefits 1 January 2013
EERH —E-=%—Hf—H
Separate financial statements 1 January 2013
CEAVALIE 7S e —Z-—=%—-A—H
Investments in associate and joint ventures 1 January 2013
RENBERTNAERR —T-=%—-Hf—H
Presentation — Offsetting financial assets and 1 January 2014
financial liabilities —E-mE—-A—H
25 AEeREERSRARE
Amendments to a number of HKFRSs issued 1 January 2013
in June 2012 —T—=F—H—H

H_T-—FRNARMZENTEMHRE
R ZEFT

The Group has already commenced an assessment of the
impact of the above new and revised HKFRSs but is not
yet in a position to state whether these new and revised
HKFRSs would have a significant impact on its results of
operation and financial position.

-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(b) Basis of consolidation

(c)

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries.
Subsidiaries are entities (including special purpose entity)
controlled by the Group. Control exists when the Group
has the power to govern the financial and operating
policies of an entity so as to obtain benefits from its
activities. In assessing control, potential voting rights
that presently are exercisable are taken into account. The
subsidiary is fully consolidated from the date on which
control is transferred to the Group and is de-consolidated
from the date that control ceases.

All intra-group transactions, balances, income and
expenses are eliminated in full on consolidation.
Accounting policies of the subsidiary have been changed
where necessary to ensure consistency with the policies
adopted by the Group.

In the Company’s statement of financial position,
the investments in subsidiaries are stated at cost less
impairment losses, if any. The results of the subsidiaries
are accounted for by the Company on the basis of
dividends received and receivable.

Business combination

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.

2. WEMKBRR2EERTES
HBCR (@)

(b)

(c)

REEE
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/B8 2 B) 2 1R B TR AR KR
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(c) Business combination (continued)
At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

- deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 Income Taxes and HKAS 19 Employee
Benefits respectively;

- liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment at
the acquisition date; and

- assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discounted Operations are
measured in accordance with that Standard.

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 reassessment, 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 gain on bargain purchase.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 December 2012 #% —

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(o)

Business combination (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 either at fair value or at the
non-controlling interests’ proportionate share of the
recongised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-
controlling interests are measured at fair value or, when
applicable, on the basis specified in another HKFRS.

When 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. Changes in the
fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted
retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments
are adjustments that arise from additional information
obtained during the 'measurement period’ (which cannot
exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how
the contingent consideration is classified. 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
Liablilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or
loss.
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FeaMBBEME
Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(c) Business combination (continued)

When a business combination is achieved in stages, the
Group's previously held equity interest in the acquiree
is remeasured to fair value at the acquisition date (i.e.
the date when the Group obtains control) and the
resulting gain or loss, if any, is recognised in profit or loss.
Amounts arising from interests in the acquiree prior to the
acquisition date that have previously been recognised in
other comprehensive income are reclassified to profit or
loss where such treatment would be appropriate if that
interest were disposed of.

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

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the Group’s
cash-generating units, or groups of cash-generating units,
that is expected to benefit from the synergies of the
combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may
be impaired. If the recoverable amount of the cash-
generating unit is less than the carrying amount, the
impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to
the other assets of the unit pro-rata basis on the carrying
amount of each asset in the unit. An 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.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the amount of profit or loss on disposal.

-
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 December 2012 #% —

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(e)

()

(9)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and the costs, if applicable, can be measured reliably,
revenue is recognised on the following bases:

(i) Revenue from sale of goods is recognised when the
goods are delivered and titles have passed.

(i)~ Sundry income is recognised on an actual receipt
basis.

Retirement benefit costs

Payments to defined contribution retirement benefit
plans are recognised as an expense when employees have
rendered service entitling them to the contributions.

Foreign currency translation

Iltems included in the financial statements of each of
the Group's entities are measured using the currency of
the primary economic environment in which the entity
operates (the functional currency). These consolidated
financial statements are presented in Hong Kong dollars,
which is the Company’s functional and the Group’s
presentation currency.

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions
and from the translation at year-end exchange rates of
monetary assets and liabilities denominated in foreign
currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are presented
in profit or loss within “finance costs”. All other foreign
exchange gains and losses are presented in profit or loss

within “other income” or “other expenses”.
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FeaMBBEME
Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(g) Foreign currency translation (continued)

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are translated into Hong Kong dollars
using exchange rates prevailing at the end of each
reporting period. Income and expense items are translated
at the average rates for the period, unless exchange rates
fluctuate significantly during that period, in which case
the exchange rates at the dates of the transactions are
used. Exchange differences arising if any, are recognised in
other comprehensive income and accumulated separately
in equity (attributable to non-controlling interests as
appropriate).

(h) Taxation
Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax payable is based on taxable profit for the year.

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

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised to the extent that it
is probable that taxable profits will be available against
which deductible temporary differences can be utilised.
Such deferred tax assets and liabilities are not recognised
if the temporary difference arises from goodwill or
from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting
profit.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(h) Taxation (continued)

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

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

Deferred tax liabilities and assets are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset 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 are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for the business combination, the
tax effect is included in the accounting for the business
combination.
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(i) Property, plant and equipment
Land and buildings held for use in the production or
supply of goods or services, or for administrative purposes
and other plant and equipment, are stated in the
consolidated statement of financial position at cost, less
accumulated depreciation and accumulated impairment
losses.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its useful life. The
principal annual rates used for this purpose are as follow:

Buildings Over the shorter of the term of
the lease or 20 years

Leasehold improvements Over the shorter of the term of
the lease and 5% to 20%

Plant and machinery 10% to 20%
Furniture and fixtures 10% to 33%
Motor vehicles 20%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each
part is depreciated separately. Residual values, useful lives
and the depreciation method are reviewed, and adjusted
if appropriate, at least at each financial year end.

Assets held under finance leases are depreciated over
their expected useful lives on the basis as owned assets.
However, when there is no reasonable certainty that
ownership will be obtained by the end of the lease terms,
assets are depreciated over the shorter of the lease term
and their useful lives.

If there is an indication that there has been a significant
change in the depreciation rate or useful life of an asset,
the depreciation of that asset is revised prospectively to
reflect the new expectations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 December 2012 #% —

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

0]

()

(k)

Property, plant and equipment (continued)

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Gain or loss on disposal or retirement of an item of
property, plant and equipment is the difference between
the net disposal proceeds and the carrying amount of the
relevant item, and is recognised in profit or loss.

Construction in progress

Properties in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Cost includes 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.

Impairment of assets

(i)  Impairment of receivables
Receivables that are stated at cost or amortised cost
are reviewed at each reporting date to determine
whether there is objective evidence of impairment.
Objective evidence of impairment includes
observable data that comes to the attention of the
Group about one or more of the following loss
events.

- significant financial difficulty of the debtor; or
- breach of contract, such as default or
delinquency in interest or principal payments;

or

- it becoming probable that the borrower will
enter bankruptcy or financial re-organisation.
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(k) Impairment of assets (continued)
(i)  Impairment of receivables (continued)

For trade and other receivables and other financial
assets carried at amortised cost, the impairment loss
is measured as the difference between the asset’s
carrying amount and the present value of estimated
future cash flows, discounted at the financial asset’s
original effective interest rate (i.e. the effective
interest rate computed at initial recognition of these
assets), where the effect of discounting is material.
This assessment is made collectively where financial
assets carried at amortised cost share similar risk
characteristics, such as similar past due status, and
have not been individually assessed as impaired.
Future cash flows for financial assets which are
assessed for impairment collectively are based on
historical loss experience for assets with credit risk
characteristics similar to the collective group.

If in the 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 and 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(k)
(i)

(ii)

Impairment of assets (continued)

Impairment of receivables (continued)
Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors
included within trade and other receivables, whose
recovery is considered doubtful but not remote. In
this case, the impairment losses for doubtful debts
are recorded using an allowance account. When
the Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off
against trade debtors directly and any amounts
held in allowance account relating to that debt
are reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off directly
are recognised in profit or loss.

Impairment of property, plant and equipment
and construction in progress

At each reporting date, the Group reviews the
carrying amounts of the items of property, plant
and equipment and construction in progress to
determine whether there is any indication that
those assets have suffered an impairment loss. If the
recoverable amount of an asset is estimated to be
less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount.
An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, such 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
in prior years. A reversal of an impairment loss is
recognised as income immediately.
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

() Inventories
Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. Net realisable value is the estimated
selling price for inventories less all estimated costs of
completion and the costs necessary to make the sale.

(m) Biological assets

Biological assets are the growing crops of the Group on
the cultivation bases. Biological assets are measured at fair
value less costs to sell at initial recognition and at the end
of each reporting period. The fair value of biological assets
is determined based on the current market price with
reference to the species, growing condition, costs incurred
and expected yield of the crops.

The agricultural produce is initially measured at fair value
less costs to sell at the time of harvest. The fair value of
agricultural produce is determined based on market prices
in the local market. The fair value less costs to sell at
the time of harvest is deemed as the cost of agricultural
produce for further processing.

The gain or loss arising on initial recognition of biological
asset at fair value less costs to sell and from a change in
fair value less costs to sell is dealt with in profit or loss.

(n) Trade and other receivables

Trade and other receivables are initially recognised at
fair value and thereafter stated at amortised cost less
allowance for impairment of doubtful debts, except
where the receivables are interest free loans made to
related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less allowance for
impairment of doubtful debts.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(o)

(p)

(a)

Trade and other payables

Trade and other payables are initially recognised at fair
value and subsequently stated at amortised cost except
where the payables are interest free loans made by related
parties without any fixed repayment terms or the effect of
discounting would be immaterial.

Interest-bearing borrowings

Interest-bearing borrowings are initially recognised at
fair value less attributable transaction costs. Subsequent
to initial recognition, interest-bearing borrowings are
stated at amortised cost with any difference between
the amount initially recognised and redemption value
being recognised in profit or loss over the period of the
borrowings, together with any interest and fees payable,
using the effective interest method. Interest-bearing
borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liabilities for at least 12 months after the end of the
reporting period.

Preference share capital
Preference share capital is classified as equity if it is non-
redeemable, or redeemable only at the Company’s
option, and any dividends are discretionary. Dividends on
preference share capital classified as equity are recognised
as distributions within equity.

Preference share capital is classified as a liability if it
is redeemable on a specific date or at the option of
the shareholders, or if dividend payments are not
discretionary. The liability is recognised in accordance
with the Group’s policy for interest-bearing borrowings
set out in note 1 and accordingly dividends thereon are
recognised on an accrual basis in profit or loss as part of
finance costs.

2.

AT ERR2EERTES
HBCR (@)

(o)

(p)

(a)

B 5 R EMENRXK

5 MEMENERARIRAF
ERER - H &R #HK AT
fR - MBI R BB R
KEEAEEERBNREEK
SRR EALTEAERBEHIIN -

FFEEE

A EERNBR A FEREER
HXATER - MAHERIEK - 58
{EERE AT - 046
REeBANBRERNBEEEZ
BEMRZR - ERERAE R
NER  ERERNIERER
HINFE BT R - BRIFASKE
BEGHEENSRENEREELT
EREMRRD12EA - FRIF
BEENEARBAL -

BERA

BREBRAMTEER - SHIERE
RRARERER - RE[MBKRES
RIS A - S0 B aEs -
DERRED ZBRRAZ IR B
RERA R DIRERD ©

EREBRARANIEERHED
KA R RGEEZER - HERE
W IERIE IR B - & ST AR D
BRAE AEDREAKEZ
SR RBUR (FRHTE) RIR R
AAEERBEREZAREARERE
FER R TR o

REREERERAR | —F——FFH 77

S



' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

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

Government grants are recognised in profit or loss on
a systematic basis over the periods in which the Group
recognises as expenses or the related costs for which
the grants are intended to compensate. Specifically,
government grants whose primary condition is that the
Group should purchase, construct or otherwise acquire
non-current assets are recognised as deferred revenue
in the consolidated statements of financial position and
transferred to profit or loss over the useful lives of the
related assets. 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.

(s) Cash and cash equivalents
Cash and cash equivalents include bank balance and cash
on hand, demand deposits and other short-term highly
liquid investments with original maturities of three months
or less.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(t

(u)

Provisions

Provisions are recognised for liabilities of uncertain timing
or amount when the Group has a legal or constructive
obligation arising as a result of a past event, it is probable
that an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be made.
Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to
settle the obligation.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or
non-occurrence of one or more future events, are also
disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.

Leases

Assets held under finance leases are initially recognised as
assets of the Group at their fair value at the inception of
the lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the consolidated statement of financial
position as a finance lease obligation.

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s general policy
on borrowing costs. Contingent rentals are recognised as
expenses in the periods in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

2.

80

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(u) Leases (continued)

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed. Contingent rentals arising under operating
leases are recognised as an expense in the period in which
they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.

(v) Related parties
(1) A person, or a close member of that person’s family,
is related to the Group if that person:

() has control or joint control over the Group;

(i) has significant influence over the Group; or

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

Cypress Jade Agricultural Holdings Limited | Annual Report 2012
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2.

Year ended 31 December 2012 #% —

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(v) Related parties (continued)
(2) An entity is related to the Group if any of the
following conditions applies:

(i)  the entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
others);

(i) one entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member);

(i) both entities are joint ventures of the same
third party;

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

party;

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

(vi)  the entity is controlled or jointly controlled by
a person identified in (1);

(vii) a person identified in (1)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or
of a parent of the entity).

Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #% —

2.

—ZFTZA=1—HIFE

BASIS OF PREPARATION OF FINANCIAL
STATEMENTS AND PRINCIPAL ACCOUNTING
POLICIES (continued)

(w) Segment reporting

Operating segments, and the amounts of each segment
time reported in the financial statements, are identified
from the financial information provided regularly to
the Group’s senior management for the purposes of
allocating resources to, and assessing the performance
of, the Group's various lines of business and geographical
locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products
or provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a
majority of these criteria.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 2, the directors 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

CRITICAL ACCOUNTING JUDGEMENTS

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Going concern

The Group and the Company incurred profit attributable
to equity shareholders of the Company of approximately
HK$31,399,000 (2011: loss of HK$12,132,000) and
HK$27,366,000 (2011: loss of HK$11,058,000) for the year
ended 31 December 2012 respectively. At 31 December
2012, the Group had net current liabilities of approximately
HK$86,813,000 (2011: HK$255,082,000) and the Company
had net current liabilities of approximately HK$29,000 (2011:
HK$68,625,000). Total equity of the Group and the Company
were HK$118,232,000 (2011: Deficiency in shareholders’ funds
of HK$83,691,000) and HK$115,604,000 (2011: Deficiency in
shareholders’ funds of HK$80,921,000) respectively. There are
approximately HK$107,250,000 other payables arising from the
acquisition in last financial year of which will be settled by the
issuance of preference shares. Therefore, the mentioned liability
will not generate cash outflow from the Group. Excluding
the mentioned liability, the Group has a net current asset of
HK$87,156,000 as at 31 December 2012. In conclusion, the
Group and the Company remained to continue the business
operations as a going concern these consolidated financial
statements have been prepared on a going concern basis.

Impairment of properties, plant and equipment

The Group’s management determines the estimated useful lives,
residual value and related depreciation charges for its properties,
plant and equipment. This estimate is based on the historical
experience of the actual useful lives of the properties, plant
and equipment of similar nature and functions. Management
will increase the depreciation charge where useful lives are
expected to be shorter than previously estimated, or will write-
off or write-down obsolete or non-strategic assets that have
been abandoned or sold. Change in these estimations may have
a material impact on the results of the Group. The Group tests
whether properties, plant and equipment have suffered any
impairment in accordance with its accounting policy whenever
there is any indication that the assets may have been impaired.
If the management’s expectation is different, it will impact on
the carrying value and write downs of properties, plant and
equipment in the periods in which such estimate is changed.
At as 31 December 2012 and 31 December 2011, the carrying
amounts of properties, plant and equipment are approximately
HK$187,749,000 and HK$131,838,000, respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

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

Impairment of goodwiill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generation units to which
goodwill has been allocated. The value in use calculation
requires the directors to estimate the future cash flows expected
to arise from the cash-generating unit and a suitable discount
rate in order to calculate present value.

Deferred tax assets

Deferred tax assets are recognised for all unused tax losses to
the extent that it is probable that taxable profit will be available
against which the tax losses can be utilised. Recognition of
deferred tax assets primarily involves management judgement
and estimations regarding the taxable profits of the entities in
which the losses arose. Significant management judgement
is required to determine the amount of deferred tax assets
that can be recognised, based upon the likely timing and level
of future taxable profits together with future tax planning
strategies.

Impairment of receivables

The Group makes allowance for impairment losses on
trade and other receivables based on assessments of the
recoverability of the trade and other receivables, including
the current creditworthiness and the past collection history of
each debtor. Impairment arises where events or changes in
circumstances indicate that the balances may not be collectible.
The identification of impairment losses on trade and other
receivables requires the use of judgement and estimates.

Where the actual result is different from the original estimate,
such difference will impact the carrying value of the trade and
other receivables and doubtful debt expense in the year in which
such estimate has been changed. If the financial conditions of
the debtors were to deteriorate, resulting in an impairment of
their ability to make payments, additional allowances may be
required.

Valuation of biological assets

The Group carries its biological assets at fair value less costs to
sell. The quantities of the Group’s biological assets are measured
with reference to the cultivation area.

Management uses prices of recent market transactions, market
prices for similar assets and sector benchmarks as a basis
for measuring fair value. These prices are adjusted to reflect
differences in characteristics and/or stages of growth of the
assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

TURNOVER AND OTHER INCOME

Turnover represents revenue arising from the growing,
processing and trading of agricultural produce. An analysis of
turnover and other income for the year is as follows:

ERERHEABRA
BRI NI REERERES
ZWN - FEEEEREMMAZ AT
mT

2012 2011
—E——fF —T——%F
HK$'000 HK$'000
T FHT

Turnover from sales of agricultural HEEEMZ
produce -] 267,919 15,810
Other income E At A
Bank interest income IRITH EHA 32 =
Commission received BYRE 1,955 —
Gain arising from debt restructuring BT EARFTE - 2 Was 40,524 =
Government subsidy IEgSR i) 11,020 =
Rental income AW A 1,896 —
Sundry income LN 4,040 895
59,467 895
Total revenue U A 4a%a 327,386 16,705
FINANCE COSTS & R AN
An analysis of finance costs is as follows: ISR A DT

2012 2011
=F—=F —
HK$'000 HK$'000
Tz THT

Interest on bank loans wholly payable AR EREH L2

within five years RITEFF S
Interest on other loans EMERZFE
Others Hih
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r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

6. PROFIT/(LOSS) BEFORE TAX BRBLATEF (E518)
Profit/(loss) before tax is arrived at after charging/(crediting): BRELATE A (E518) Ty (T A)
TR FIEESE -

o

2012 2011
=F—=F —T——F
HK$'000 HK$'000
Tz TAT

Employee benefits expense (excluding B TfaAIFA :

directors’ remuneration): (TBREESEHE)
— Salaries, wages and other benefits —¥&  TENEMER 1,165
— Contributions to defined contribution —:RIRt@F5T3]
retirement plan K 38
1,203
Auditors’ remuneration Gl e
— Audit fee —EZEHR 1,382
— Other services — H A AR 61 3,080
Cost of inventories recognised as an WRARZZ
expense TFERKAN 158,540 12,292
Depreciation of property, plant and ME - HE K
equipment FAETE 16,352 8
Allowance for impairment of trade E SR FORE
receivables B 144 17
Reversal of impairment of trade B Z RWERTORE
receivables [l (591) =
Loss on disposal of property, plant and H&E¥ZE - BEREE 2
equipment E5i8 5
Minimum lease payments under rsEe dpisk
operating leases RERESMHR 144
Impairment of biological assets EEERE =
Foreign exchange differences, net N ZRRE -
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DIRECTORS’ EMOLUMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

The emoluments paid or payable to each of the 12 (2011: 15)

directors were as follows:

2012

e
HK$'000
TiEx

Executive directors

Dr. HUI Ho Ming, Herbert, J.P.
(Note 5)

Mr. CHU Yuet Chung

Mr. YANG Jianzun

Mr. SHI Lanjiang

Ms. YAU Fai San (Note 2)

Non-executive directors

Mr. JI Kewei (Note 1)

Mr. JI Xiang (Note 2)

Mr. WU Wai Chung, Michael
(Note 6)

Independent non-executive
directors

Mr. WU Wai Chung, Michagl
(Note 6)

The Hon. CHEUNG Yu Yan, Tommy,
SBS., LP.

Ms. NG Yi Kum, Estella

Professor Japhet Sebastian LAW

HiTES

SRR - P
(HizEs)

Nk

BRERA

FRIEE

R £ (Bist2)

FHTES

T A ()

EMFEE (M)

REREE
(Mizke)

BUFATES
RERLE
(Hf3ze)
RFANEEB " SBS A TFHL

il Ry -
B ey

HFaERRERAR | T —FFH 87 (&

allowances and

EEME
EfRgRENT—2(ZE——F: + 1
BIEEMEWT :
—E—-=F
Salaries,  Contributions
to retirement
benefits scheme Total
e 28 BRatE
KA % CH
HK$'000 HK$'000 HK$'000
FiEx TER TET




REMBHERME

Year ended 31 December 2012 #Z2 —ZF——

7.

DIRECTORS’ EMOLUMENTS (continued)

2011

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ft_A=1—HItFZE

7. EEMew@m

Salaries,
allowances and

Contributions
to retirement

Fees benefits scheme Total
¥4 2B RIREHE
e Rl R Bt
HK$'000 HK$'000 HK$'000 HK$'000
FHL TR FHT TR
Executive directors HITES
Mr. DING Jiangyong (Note 3) TIBEE(HS) 79 - - 9
Mr. Jl Kewei (Note 3) S AKE3) - 80 4 84
Mr. ZHOU Wenjun (Note 3) FIXE 4 (Hi3E3) 79 - - 79
Mr. SUN Kejun (Note 3) VLA RE) = 80 84
Mr. DAI Jun (Note 3) Eﬁiﬂ(ﬁﬁ%) - 80 84
Dr. HUI Ho Ming, Herbert, J.P. AOERET - AFA T
(Note 5) (FizE5) - - - -
Mr. CHU Yuet Chung (Note 4) RiRAEE(FFE4) - - - -
Mr. YANG Jianzun (Note 4) GRB % (f5T) - - - -
Mr. SHI Lanjiang (Note 4) £ ETIEE(E4) = - - -
Non-executive director FHTES
Mr. JI Kewei (Note 4) EAREE(HEE) - - - -
Independent non-executive BUERTES
directors
Mr. SO Hoi Pan (Note 3) BENS ST A (MFE3) 50 - - 0
Mr. ZHAO Wen (Note 3) HSUSE A (HF3E3) 50 - - 50
The Hon. CHEUNG Yu Yan, Tommy, RFAZE ' SBS. - A F#+
S.B.S, J.P. (Note 4) (PizE4) - - - -
Ms. NG Yi Kum, Estella (Note 4)  R&E &£ (Fi554) - - - -
Professor Law Japhet Sebastian BEXFHE
(Note 4) GED) - - - -
258 240 12 510
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

DIRECTORS’ EMOLUMENTS (continued)

Notes:

1) Resigned on 1 April 2012.

2) Appointed on 1 April 2012.

3) Resigned on 29 December 2011.
4) Appointed on 29 December 2011.

5) Resigned on 21 February 2012 and reappointed on 7 August 2012.

6) Appointed as non-executive director on 28 February 2012 and re-
designated to independent non-executive director on 13 November
2012.

7) The Company did not grant any share options during the current and
prior years. At the end of each reporting period, no share options
were held by the directors of the Company. The details of the share
options scheme are set out in note 24 to the financial statements.

FIVE HIGHEST-PAID EMPLOYEES

Of the five individuals with the highest emoluments in the
Group, 5 were directors of the Company in year 2012 (2011:
3), emoluments are included in the above disclosures. The
emolument of the remaining individual is disclosed below:

EEME @)
G

N RIE-_FNA-HEHE-

2) RIE-—_FMA-HEZEE-

3) RIE——F+-A-t+NBEE-
49 RIE——FTZA-ThBEEZRE-

5 RIZE——F-_A-+—HAFT AR
—E—F)\BtAEEHET -

6) R-Z——E A -+ ) \BEZTAK
HiTEE YW -_E——F+—A+=
HAATAB Y IENTES -

7) RAFERBEFE  ARRITERTH
ERERME - RREER  ARAES
WEFHERE - BREFEZFEEH
PR B T sRaR fieE24 o

hEREHFAL
AEBAERSFALTHRAL (-
——F ZR)BAATEE  HB
M EXHRRE - HBRSHEALTHHE
m

Salaries, allowances and benefits in kind %4 - F8E R EWA|Z
Contributions to retirement benefit RSN T2 TR
schemes

2012 2011
—2--F —
HK$°000 HK$°000
TEx TAL
1,009

33

1,042

REREEREBRAR | —T——FFH 89
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FaMBHEME
Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZE

90

FIVE HIGHEST-PAID EMPLOYEES (continued)
The number of non-director and non-chief executive highest
paid employees whose remuneration fell within the following
bands is as follow:

8.

hEREHFALT@
BEAETIMeEENIEERITHAE
MBEFEE AR :

No. of employees
EEAR
2011
—F——F

Nil to HK$ 1,000,000
HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000

Z£%1,000,0007% 7T

1,000,001;87T % 1,500,000/ 7T
1,500,001;8 7T % 2,000,000/ 7T

During the year, no emoluments or incentive payments were
paid to the directors and the five highest paid individuals
as an inducement to join or upon joining the Group, or as
compensation for loss of office (2011: nil).

INCOME TAX CREDIT

Hong Kong profits tax has been provided at the rate of 16.5%
(2011: 16.5%) on the estimated assessable profits arising in
Hong Kong during the year.

According to the PRC tax law and its interpretation rules (the
“PRC tax law"), enterprises that engage in qualifying agricultural
business are eligible for certain tax benefits, including full
enterprise income tax exemption or half reduction of enterprise
income tax on profits derived from such business. The Group’s
PRC subsidiaries engaged in qualifying agricultural business,
which include growing, processing and selling of vegetables, are
entitled to full exemption of enterprise income tax.

AEBFATEAEERAMNESHTA
TS RES - tEAMBEAREE K
MBEAEERNRESNIEAMBMHE
ZE——F )

RiEHIER
EBNEHEBEFARESBELEN
HFTERBUET] - EHE16.5% (=T
——5 1 16.5% ) 1EH B -

REFEPERERE(HEBE]) -
REAERBREEBNOEXAZTAEET
MHEER - BREILASEBAES SN
STEMRMMERMAEN - Spt bidts
B2 ERPTSTH A DARE - A%E
NEAERREXRK(BEREE ML
BEMHERIWTEMNBAR B2
EHEERPBATFAEH

2012 2011
—E——fF —ET—%F
HK$000 HK$'000
FHET FHTT

Hong Kong and mainland China taxes: &8 kA BIAMIIE
Current year provision NG
Over-provision in prior years B RS
Tax credit for the year FEFRIBERE
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9.

10. PROFIT/(LOSS) ATTRIBUTABLE TO OWNERS 10.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 December 2012 # % —

INCOME TAX CREDIT (continued) 9.

A reconciliation between taxation and profit/(loss) before tax at

applicable tax rates is as follows:

FAMBGERME
F——FFA=F—HUFE

T8 = (5)
BB E R R E T BRBATRF
(F518) 2 HWeEL T

Profit/(loss) before tax

BREiATaH, (B1R)

Notional tax on profit/(loss) before
income tax, calculated at the rate
applicable to profits in the tax
jurisdictions concerned

Net tax effect of expense and income
that are not deductible
and taxable in determining taxable
profit and tax allowance

Tax effect of unrecognised tax losses

Tax effect of profit exempted from
income tax as a result
of tax benefits

BRSBTS, (B18) 2
FENER - WERNEH
PTG RlAHE R PUE ) 2
BEHE

PRINF S R BB R A L

/?F_J—E E%%R/ﬁﬁ%lj
BHRE RIS & F R

AERRBEBBRBTE
AR B EEM RSN
wHZ BRI E

2012 2011
=F—=F —T—F
HK$'000 HK$'000
Tz TAT
28,975 (12,132)
(2,001)

(146)

2,147

Adjustments in respect of current tax in &5 E B REENHATHIER
previous year R
Tax credit for the year AREFFHIBER

OF THE COMPANY

The profit/(loss) for the year attributable to owners of the

Company for the year ended 31 December 2012 includes a
profit of HK$27,366,000 (2011: loss of HK$11,058,000), which
has been dealt with in the financial statements of the Company.

WEREERARAT | —T——44%H 91 GE}

KATEE AEBEER,(F
B)
BE-_Z——H+-A=+—HILEE
ZARDEIHEE AEEEF(BB)8E
5 A1 /27,366,000 L (ZF ——4 -
E54811,058,000%8 L) * EEARFE
TR



REMBHERME

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZE

11. EARNINGS/(LOSS) PER SHARE 1. SRER(&8)
The calculations of basic and diluted earnings/(loss) per share A RIEBERSRRE(E TR EAR R
attributable to ordinary equity shareholders of the Company are SERF](E18) 2 ETHRE -
based on:

2012 2011
—E——fF —ET—%F
HK$'000 HK$'000
FTEx FHT

Profit/(loss) attributable to ordinary

ARRIEBESFEA

equity holders of the Company, used  FE(5& A (fE1E)
in the basic and diluted earnings/(loss) PR s EFIRE AR K&
per share calculation BERR,(FBE) (12,132)
Number of shares
RGEER
2011
—T——%F
(restated)
(ge&E5)
Shares: A& -
Weighted average number of ordinary & N E 217 @ N4
shares in issue during the year used FHE - BREHE
in the basic earnings/(loss) per share BREARRR],
calculation (B518) 1,177,551,218 316,567,885
Effect of Class A preference shares AR BITAEELRZ
issued by the Company 7 1,150,000,000 =
Weighted average number of ordinary R E 217 E BAL HIHE
shares in issue during the year used T8 - BRETE
in the diluted earnings/(loss) per share &S ZF|
calculation (E518) 2,327,551,218 316,567,885
The comparative basic loss per share amount has been adjusted ERARA L REREARSESEARER
to reflect the consolidation of shares during the year, as further FANRNDEH  EZFBERNUBR
detailed in note 25 to the financial statements. =MIFE25 -

-
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Year ended 31 December 2012 # % —

12. SEGMENT REPORTING

Operating segments are identified on the basis of internal
reports which provide information about components of the
Group. The information is reported to and reviewed by the
senior management for the purposes of resource allocation and
performance assessment.

The senior management considers the business from the
business operation nature perspective.

The Group has presented the following two reportable
segments. These segments are managed separately.

a)  Assets holding: Holding of assets

b)  Agricultural produce: Growing, processing and trading of
agricultural produce

For the purposes of assessing segment performance and
allocating resources between segments, the Group's senior
management monitors the results, assets and liabilities
attributable to each reportable segment on the following bases:

Segment loss represents the loss from each segment without
allocation of central administration costs. This is the measure
reported to the senior management for the purposes of
resource allocation and performance assessment.

Revenue and expenses are allocated to the reportable segments
with reference to sales generated by those segments and the
expenses incurred by those segments or which otherwise arise
from the depreciation or amortisation of assets attributable to
those segments.

The revenue from external parties reported to the senior
management is measured in a manner consistent with that in

the consolidated statement of comprehensive income.

All assets and liabilities are allocated to reportable segments.

2. 7

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FAMBGERME
—ZF1TZA=1—HILFE

%ﬂ

HE

RED T RRERAEASBEKRTNE
Bz RERERD - ZEFERTRET
BREERE  WHEETER DR
BREFHERER

EREEEREGEENEIES L
ﬂ"'%o

AREESIRA TRE 2B -
FNBIoRER

BERA  REEE

QU
~

by EBER:EE -NILETEE

o
[a]s]

7%%15“*%2@%&“*52?%’]%)?

B REESREEERRN TR
mEA 2 ﬁ“%ﬁﬁZ%ﬁ BERE
% -

D EEBEER D BT RITHREAAZIE
AT BORZEE - WhRRAER
BRETERDERKRBAMEER 25

b
el

WA BB TSR E R LD WA 8
ERHEELE Y R RRE D BEGEE
ZIFES AR Y A RET
EET R

ERTFIREEE 2INPRAEREES
A RPRTAZEIER A5 -

PIEEENAEEINEER 2RO -
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r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHERME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZE

12. SEGMENT REPORTING (continued)

(@) Segment results, assets and liabilities

12. DEPIRE ()

(a) 2H*E -EEREE

The Group operates in two principal geographical areas REFERER R B AR EE
— Hong Kong and Mainland China. Segment information ERLE c HRARERE?
by geographical segment is presented for the Group's BEERBEEFEREETER
turnover and non-current assets are principally attributable FEIRH - S ERR R S
to Hong Kong and Mainland China. HBE5I)
Assets holding Agricultural produce Total
EERE BER @t

Segment revenue AERA
Sales to external customers  RENFEE 7 HEKA
Inter-segment sales DEEHE

Total revenue (oS

Segment results NEEE
Profit/(loss) before tax BRANET]/ (BR)
Income tax credit FiEbife

Profit/{loss) for the year EERH/(BE)

Other segment information ~ EftiDEp&R: :

Capital expenditure YNGR

Impairment losses recognised in 2 AU R TR Z
the income statement RERE

Year ended 31 December Year ended 31 December Year ended 31 December
BET-AST-HLEFE BET-A=T+-PBLEE BET-R=+-BLEE

2012 2011 2012 2011 2012 2011
ZE-CF ImEiaidll —T-CF bl CT-F ekl
G0N HKS'000 HK$’000 HK$'000 BGTIEHOIN  HK$'000
FHEL

267,919 267,919

267,919 267,919

TET

15,810
20,055 (11,836) 8,920 (296) 28,975
’ = 2,424

; (296)

20,055 (11,836)

31,399

Capital expenditure consists of additions to property, BABEYBEREE BEL

plant and equipment and intangible assets.

-

R ANMEBIVEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

12. SEGMENT REPORTING (continued) 12. 7B E (30
(a) Segment results, assets and liabilities (continued) (a) WPHEE BEEREEBEH)
Assets holding Agricultural produce Total
EERE RER @t
31 December 31 December 31 December
t=A=t1-H t=A=t1-H t=A=t-H

012 EIGN 2012 [EEPOTE 2012 [T

—g-of (et —-—F el -8 [RRm

Hks'000 TR0V His'000 JETCRVN  His000 JETGRUN

Tign TETL TiEn TR TiExn TETL
1

Segment assets PEEE 5,088 31,248
Reconciliation: iR
Corporate and other EEREMRAE

unallocated corporate assets  (MEAE 31,678 -

Total assets BEE 36,766 31,48

278,101 268,630 WWLERELM 299,878

31,678

278,101 268,630 EIURIVAN 299,878

Segment liabilities NEEE 111,035 173,442 85,600 210,127 196,635 383,569
Reconciliation: U
Corporate and other TERELM
unallocated corporate il i
liabilities B8 - - - =
Totallibilites BaR 111,035 85,600 196,635 |ECERIY
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZE

12. SEGMENT REPORTING (continued)

(b) Geographical information
The Group operates in two principal geographical areas
— Hong Kong and Mainland China. Segment information
by geographical segment is presented for the Group's
turnover and non-current assets are principally attributable
to Hong Kong and Mainland China.

12. DEPIRE ()

(b) HEEHR

AEERMEIEHMERELE:
B-BERTEAM - HEER
EiES B2 AKEERRE
TP EAMZ EERNMIER

2012
—E—C=fF
HK$'000
FERT

Turnover ]
— Hong Kong — &k
— Mainland China —

140,636
127,283

267,919

Non-current assets other than B AN IERED
goodwill BE
Property, plant and equipment e =N
— Hong Kong — &%
— Mainland China — &
Construction in progress FETRE
— Mainland China —

2,507
185,242

8,284

196,033

() Information about major customers
Revenues from customers contributing 10% or more of
the total sales of the Group are as follows:

2011
—E——%F
HK$'000
FiBT

15,810

15,810

1,534
130,304

32,310

164,148

() FREXEFFZEH
RAKEBHEEER10%3A
EZEPZBAMT

2012
—E—_4F
HK$'000
FET

Customer A ZEA
Customer B =B
Customer C =FEC
Customer D ZFD
Customer E EPE

-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

13. PROPERTY, PLANT AND EQUIPMENT

13. % - MERRHE

The Group KEER
(Note 1) Plant,
Leasehold (Note2)  machinery
landand  Leasehold Office Motor and  Furniture
Building  buildings improvements equipment  vehicles equipment and fixtures Total
(1)
HE i) GEZINE: 3811 FHR
BFY 1HRET NEEE BLOERE e ke EEkE a5t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
Thr Th ThL Th T Th ThL Th
Cost: A
At 1 January 2011 R-E—%-f-H = = = - - 36 264 300
Acquisitions through EREBAH
business combinations pd) 13,147 10,737 - 778 1928 103,534 1,712 131,836
Disposals il - - - - - (33) (201) (234)
At 31 December 2011 RZE—%+-B=1-H 13,147 10,737 - 778 1,928 103,537 1,775 131,902
Redlassfication Eifap ] (490) - 997 280 - 25 (1,012) -
Additions AE - - 1,384 2,505 2,907 1822 213 14,831
Transferred from BREFRTE
construction in progress 8,528 - - 32 - 48109 - 56,669
Disposals e - - - ) (57) (72) (17) (148)
Exchange realignment B 5% 117 105 6 18 yI 1,089 19 1378
A31December202  WIE-SETSASE-R 0 230 1082 237 3611 480 160710 98 246
Accumulated depreciation: ZFH7E :
At 1 January 2011 RZF——%-f-H - - - - - 2% 261 285
Charge for the year FRiTE - - - - - 6 2 8
Wiitten back on disposals ~ E&T - - - - - (28) (201) (229)
At 31 December 2011 RZE——F+-f=1-H - - - - - 2 62 64
Redlassification EN0E - - - 61 - 2 (59) =
Charge for the year ERfE 1,163 553 261 172 1,412 12323 372 16,856
Written back on disposals & - - - 2 (57) (65) (17 (141)
Exchange realignment R 6 3 - 4 5 75 11 104
A31December 2012 HCF-ZETZASE-R 1969 56 21 85 130 1233 0 1688
Carrying amount; BEFE:
At 31 December 2012 RZE——&+-f=1-H 20,133 10,286 2126 2776 3,442 148,371 609 187,749
A3 December 2011 WZE--FHZA=T-B B 1079 - 78 198 5™ 1713 131838
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZE

13. PROPERTY, PLANT AND EQUIPMENT (continued)

98

The Group (continued)

Note 1: In the opinion of the directors, the lease payments cannot be
allocated reliably between the land and buildings elements.
Accordingly, the entire lease is treated as a finance lease and
classified as property, plant and equipment.

Leasehold land and buildings with a carrying amount of
approximately HK$10,286,000 (2011: HK$10,737,000) are held in
the PRC on medium lease and have been pledged to secure banking
facilities granted to the Group (note 22).

Note 2: The carrying amount of motor vehicle held under a finance lease at

31 December 2012 was HK$349,000 (2011: HK$456,000).

13. Y% - BMERRE @)

REE (&)

MIEET -

MiaE2 -

BEERR - MENRTRELMMET
R SENEL - Bt - BEEEE FR
AMEFAYE - BERRE -

BRE{E#Y/410,286,0008 L (— T ——
4 :10,737,000%8 ) 2 A E L R g
FHURFRAGRBERERE - WEA
REBERRITEE 2HT(HHzE22) -

RIEREHERE L AEN T ——F
+= A =+—HZ A& A349,0007%%
TE(=Z——4F : 456,000/87T) °

The Company AT
Plant,
machinery
Leasehold and  Furniture and
improvements equipment fixtures Total
HE s &R
VS0 SEL EExE #ct
HK$'000 HK$'000 HK$'000 HK$'000
TET TBT TET TET

Cost: B
At 1 January 2011 R-_E——%—A—H = 36 259 295
Disposals HE - (33) (201) (234)
At 31 December 2011 —E—F+-f=1—H - 3 58 61
Additions NE 1,079 - - 1,079
At 31 December 2012 RZE——F+-_A=1—H 1,079 3 58 1,140
Accumulated depreciation: e !
At 1 January 2011 RZE——4—HF—H = 24 259 283
Charge for the year FRHE - 6 - 6
Written back on disposals HERq = (28) (201) (229)
At 31 December 2011 R-E——&+-A=+—H = 2 58 60
Charge for the year ERHE 183 1 - 184
At 31 December 2012 R-E——%+-fF=1—H 183 3 58 244
Carrying amount: BRIEHE
At 31 December 2012 RZE——F+-A=1+—H 896 - - 896

At 31 December 2011

R=B—F+-A=+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

14. CONSTRUCTION IN PROGRESS 14. EEIRE
The Group
rEH
HK$'000
FAT
Cost: AR :
At 1 January 2011 RZE——F—H—H =
Acquisitions through business combinations BIBFETFE HETIE 32,310
At 31 December 2011 NE=E— = H=+—H 32,310
Additions INE 32,521
Transferred to property, plant and equipment RS . R MR (56,669)
Exchange realignment PE H EEE 122
At 31 December 2012 N-E——F+=-_H=+—H 8,284
15. GOODWILL 15. &
The Group
rEE
HK$'000
FAT
Carrying amount: BRTEE :
At 1 January 2011 RZE——F—H—H =
Acquisitions through business combinations FREE Ot Wi
(Note 27) (Ff¥5E27) 31,678
At 31 December 2011 and 2012 N-E——FR T —F+=_B=+—H 31,678
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r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FeaMBBEME
Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

15. GOODWILL (continued)

In accordance with the Group’s accounting policies, the Group
has assessed the recoverable amount of goodwill arising from
acquisition through business combinations as stated in note
27 by reference to the cash-generating units’ value-in-use and
determined that such goodwill has not been impaired. The
recoverable amount for the cash-generating units in relation
to the acquired business was determined based on value-in-
use calculations, which use cash flow projections based on
financial budgets approved by the management covering 5-year
operating period of business with a discount rate of 10%. The
discount rate used reflects specific risks relating to the business.

16. INTERESTS IN SUBSIDIARIES

15. BEE @)

AEERBEASE 2 SRR EEB
EBE Ot WiE (anM s 27 At ) P EE
HErzBEBZAKEERE  K2EHRSE
R FREELEE Z B E L R
B BYBEGHECRSELEUY
AYESBEIIREEREEFEME
T EREERDNRIEEEBIEZTH
BE(BRLFEHEER10% 2
R)ZBEREMET ° AAFTMERRK
ERFER FERR ©

16. RMBE QA 2=

The Company
PN
2012 2011
—E——F =%
HK$°000 HK$'000
THET T8TT

Unlisted shares, at cost JEETRRAD - IRAA

Amounts due from subsidiaries (note)  FEUHTE A ml kB (M%)

1 2
114,767 43,870

114,768 43,872

Note: The amounts due from subsidiaries are non-trade in nature, unsecured
and interest free. The settlement of the amounts is neither planned
nor likely to occur in the foreseeable future. As these amounts are in
substance, a part of the Company’s interest in the subsidiaries, they
are stated at cost.

-
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in the following subsidiaries:

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

16. INTERESTS IN SUBSIDIARIES (continued)
As at 31 December 2012 and 2011, the Company had interests

16. KB DB 2R (&)

HEZZ——F+-_A=+—RHK=Z
—F+-A=1+—H  A2aR T
MEBAREARER

Issue and fully

Place of paid share/ Percentage of
incorporation/ Place of registered equity interest held by Principal
Name of entities establishment operation capital  the Company  asubsidiary  activities
BETR
MR,/ BRRE/ Fristhfl
BERERE R 35 R R rAREE  WEARRE FEER
*¥** - Ever Growth Asia Limited HK HK HK$1 100 - Dormant
&R B 18T OEEx
**Huge Summit Investments Limited BVI HK Us$100 100 - Investment
holding
ABRAES B 100%7T REER
% Profit Dragon Management Limited BVI HK US$100 100 - Investment
holding
EBRNES B 100%7T RERK
**  Chinese Investment Limited HK HK HK$10,000 - 100 Dormant
A B 10,00087¢ gmek
*¥**  China Merchants Investments (H.K.) HK HK HK$10,000 - 100 Dormant
Limited &R &R 10,0007 OEER
First Novel Limited ("First Novel") BVI HK Us$2 100 - Investment
holding
THARAR([7TH)) ABRUES 5 e REBR
Cypress Jade Management Services Limited BVI HK Us$2 - 100 Dormant
(Formerly known as "Trade Front
Limited”) ("Cypress Jade Management”)
HEERREARAR RERAES B E HEE2X
(ZABAIEEEARAA])
(MEEER])
Modern Excellence Limited BVI HK US$1 = 100 Investment
holding
REERERAR EBRAES & 1% RERR
Trade Day Holdings Limited (“Trade Day") BVI HK US$1 - 100 Selling
vegetables
ABERERAR(HE]) EBRNES 6 (B HEHE

ok — Dissolved on 28 September 2012
***  _Dissolved on 3 March 2013

o —RIE-ZFNAZT B
ek AT ——F= AT AR
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r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

16. INTERESTS IN SUBSIDIARIES (continued)

As at 31 December 2012 and 2011, the Company had interests

in the following subsidiaries: (continued)

16. RMBE DB 2R (®)
HE—_2——F+-_A=+—HEK=Z
——F+-A=+—H  XABRRT
WEARMEEER : (B)

Issue and fully

Place of paid share/ Percentage of
incorporation/ Place of registered equity interest held by Principal
Name of entities establishment operation capital  the Company  asubsidiary  activities
BEIR
AL/ BERE/ Frs g Lt Al
B2 R Euky AfRA  ARERE  WERARE FEEE
Trade Soar Limited (“Trade Soar") BVI HK Us§1 - 100 Investment
holding
HREARAR(ER]) RBRUES B 1% REER
Trade Leader Investment Limited HK HK HK$1 - 100  Selling
("Trade Leader") vegetables
BEREERAR(EE]) &R B 12T BRHE
Trade Rise Holdings Limited BVI HK US$1 = 100 Investment
("Trade Rise") holding
ABRAES &R 1% REHR
Hong Kong Congyu Development Co. HK HK HK$1 - 100 Selling
Limited ("HK Congyu”) vegetables
EAUEERARAR(EERE]) &k i AT GRHE
¥ Jiangxi Anyi Congyu Agricultural PRC PRC  RMB30,000,000 - 100 Growing,
Development Company Limited processing
("JX Anyi") and selling
vegetables
TEREREREFERBRAT e i AR% HixER
(TA%E]) 30,000,007 MIRHE
¥ Guangzhou Cypress Jade Vegetation PRC PRC  RMB10,000,000 - 100 Growing,
Development Company Limited (“GZ processing
Congyu”) and selling
vegetables
BN ERERRERAR t i AR% HhREE
(TEMHEED) 10,000,007 MIR#HE
¥ Guangzhou Luyuan Agricultural PRC PRC  RMB10,000,000 - 100 Growing,
Development Company Limited (“GZ processing
New Company”) and selling
vegetables
EMNEREEERERAT i i AR% HhEE
(TEMHARE) 10,000,007 MIRHE
Natural Farm Limited (“NF") HK HK HK$2 - 100  Selling
vegetables
AERmERAR([BERR] &R Bl 2B BRHE

-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

16. INTERESTS IN SUBSIDIARIES (continued) 16. M B QB Z R (&)
As at 31 December 2012 and 2011, the Company had interests HE-_T——HF+-_A=1+—HER=ZE
in the following subsidiaries: (continued) ——F+ZA=+—H  KXRBRN T

MEAREEREE - (8)

Issue and fully

Place of paid share/ Percentage of
incorporation/ Place of registered equity interest held by Principal
Name of entities establishment operation capital  the Company  asubsidiary  activities
BEIR
EaLA BrRE/ Frs gLt Bl
BEZR R E by AfRA  AREARE  WERARE FEERE
¥ Luliang Natural Farm Food Company PRC PRC US$700,000 - 100  Growing,
Limited ("Luliang NF") processing
and selling
vegetables
ERARRmERAR(ERER]) E el 700,000 HRER
MIR#HE
Polygold Food Limited (“PF") HK HK HK$1,000,000 - 100 Selling
vegetables
BNRRRERAR(ENS]) &R F& 1,000,000 BRHE
Polygold (Liaocheng) Food Limited PRC PRC HK$3,000,700 - 100 Processing
("PG Liaocheng") and selling
vegetables
BNE (W) RaERAT e H 3,000,707 HEMT
(rAM=HE]) K&
Trade Reunion Enterprises Limited HK HK HK$1 - 100 Dormant
HALRERAR &R B 18T gEER
* Ningxia Cypress Jade Agricultural PRC PRC  RMB10,000,000 - 100 Growing,
Development Company Limited processing
and selling
vegetables
EENFREREBRAR i i N - 100 HRE-
10,000,007 MIRHE
* Dongguan Xin Feng Vegetable Trading PRC PRC RMB1,000,000 - 100 Processing
Co. Ld and selling
vegetables
REMMEFHEHBRAT t el ARE BEMI
1,000,0007C RHE
In the opinion of the directors of the Company, the recoverable RRAREERR  RIWBEBRAR 2 #EmA
amount of the interests in subsidiaries is not less than the W Bl & BN DR R R 2 BRE
carrying cost reflected in the statement of financial position. PR o
* For identification purpose only * disal]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

17. INVENTORIES 17. 78
The Group The Company
rEH PN

2012
—E—_4F
HK$'000
FEx

Agricultural materials BERMmE
Consumables JHAES
Merchandise for resale BEER

Agricultural materials mainly include seeds, fertilizers, pesticides
and processing materials not yet utilised at the end of the
reporting period.

2,888
1,830
661

5,379 4,451

2011 2012 2011

TE T b — T —
HK$'000 WEGICIIAN  HK$'000
TAT TEx TAT

2,527
1,780
144

ERWETERERT 1t BER
RIRERERFBZ NI

18. BIOLOGICAL ASSETS 18. £YEE
Reconciliation of carrying amount of the biological assets: YA E v BREE Y S
The Group The Company
REE AT

2012
—ZE—_—F
HK$'000
TR

At 1 January R—HA—H

Acquisitions through BREBE 2 UE
business combinations

Increase due to plantation  RIT&E4E f a0

Impairment loss WEEE

Decrease due to harvest R Bk T sk

Gain arising from changes A EEB)EGTHEE
in fair value less estimated gk ZANE4A4 72 Wz

cost to sell
Exchange realignment BB H 2aK
At 31 December W+=—HB=+—8

-
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4,851

46,315
(894)
(46,338)

4,396 4,851

2011 2012 2011
T F Rt — T —F
HK$'000 [EEGLEYEN  HK$'000
TBT TEx TAT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

18. BIOLOGICAL ASSETS (continued) 18. £MEE @)
Biological assets were vegetables and were stated at fair EVEERB - BERSERETIUA
value less costs to sell as at the reporting dates. The fair FEREEKNTER - A FETAERE
BeaEmiseE  BEEE - EH -
ERIRN - PREEKAR RTEFHEMES

conditions, cost incurred and expected yield of crops. MEE °

value was determined by the management with reference to
market-determined prices, cultivation areas, species, growing

19. TRADE AND OTHER RECEIVABLES 19. EF R EMEWERIR

The Group The Company
AEH VAN
2012 2011 2012 2011
e T T et — T —F
HK$'000 HK$'000 HK$'000 HK$'000
THExT FAET FHET FETT

Trade receivables B S EINERFR 35,606
Impairment of trade B Z W AR FOR(E

receivables (360)

35,246

Other receivables H b RIS BRFR 19,120

Deposits and prepayments %4 & T8t 718 4,205

58,571 52,431

The average credit period on sales of goods is 60 days. The aged HEEM o FHIRERA0E - RIS
analysis of trade receivables, presented based on the invoice EARIREZEREEY B S EINEER 2
date at the end of the reporting period, is as follows: BRI T -
The Group
AEE
2012 2011
—E——F =%
HK$'000 HK$'000
THET T
Current BNER 18,274 12,469
61-120 days 612120H 3,262 7,182
Over 120 days 12084 14,070 6,610

35,606 26,261
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r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHERME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

19. TRADE AND OTHER RECEIVABLES (continued)

The aged analysis of the trade receivables that are neither

individually nor collectively considered to be impaired is as

follows:

19. EZ R EMEWERR (&)
B8 BB SRR & 5 R R 2 > BR i
ST -

The Group
FEE
2012 2011
—2-—-F -
HK$'000 HK$'000
THET TETT

Less than 60 days past due
Over 60 days past due

B DR60H
#EI60H A |

3,261 7,079
13,711 6,699

16,972 13,778

Note: The Group does not hold any collateral on these balances.

The movements in provision for impairment of trade receivables

are as follows:

MiGE : AEETERZS AT A EERS

B RYSRR R EREESNT

The Group
A EE
2012 2011
—E——F =%
HK$°000 HK$'000
THET T8TT

Balance at 1 January

Impairment losses recognised (note 6)

Reversal of impairment (note 6)

Amounts written off as uncollectible

Acquisitions through business
combinations

R—HA—BZ&&

MR 2 R E R 1R (F7E6)
REREE (FiFE6)

WO AT AU B2 28
BRBHER B

807 =
144 17

Balance at 31 December

Rt A=+—BZ&R

-
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19.

20.

21.

NOTES

TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

TRADE AND OTHER RECEIVABLES (continued)

Included in the above provision for impairment of trade
receivables for the year are individually impaired trade
receivables with a balance of HK$144,000 (2011: HK$17,000)
which have been considered not recoverable. The impairment
recognised represents the difference between the carrying
amount of these trade receivables and the present value of the
expected liquidation proceeds. The Group does not hold any
collateral over these balances.

19. E5 KR H B AR (40)
RAFEEF ALl E 5 EUERRE
BEZMEBRAEE S ERE RS
144,000 7L (=& ——4F : 17,0008
JL)BEWEETJURE - ERERIEZ
LEGRWRF  REEMEERER
FISRIBRBECETE - NEBWERZ
LEBFEEAERR -

BANK BALANCES AND CASH 20. RITHEBRASE
Bank balances carry interest at market rates based on daily bank RITHEBRIZERE RRITIFEHRFIE 2T
deposit rates. All bank balances are denominated in Hong Kong BRRETE o FTARITESHABITMA
dollars and Renminbi. REETHE -
TRADE AND OTHER PAYABLES 21. ESZRHEMENERR
The Group The Company
rEH PN

—E——fF

2012 2011 2012 2011
T F R — T

GICHV  HK$'000 EEGTEHIEN  HK$'000
TEx TAT TEx AT

Trade payables B S IR
(Note (a) and (b)) (Ff7E(a) K (b)) 1

Other payables and accruals Eft fE{~HBR 7k 2 fE 51 &

(Note (b) and (d)) A (B (b) K2(d)) 12
Amounts due to related FERE R AR IE
companies (Note 33) (Hi3E33)

Amounts due to subsidiaries &1 E A 728

(Note (c)) (B¥7E)
Amounts due to directors  fEEE A
(Note 33) (Fft5E33)
Government subsidy N2l 2

17

5,284 8,580

8,547 158,924 11,187

54,032

6,941

1,152 299,189 3,488

125,940
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

21. TRADE AND OTHER PAYABLES (continued)

21. ESREMESERR @)

The Group The Company
rEE AAF

2012
—E—_F
HK$'000
THET

BIHA
FERNER

Current
Non-current

Trade payables principally comprise amounts outstanding for
trade purchases and have an average term of 1 month. The
aged analysis of trade payables based on the invoiced date at
the end of the reporting period is as follows:

148,554
22,598

171,152 299,189

2011 2012 2011
TTF i — T
HK$'000 JEGLEYLV  HK$'000

AT FERT THETT

274,965
24,224

3,457

BHRNERIZEREHRBAREER
ZEREFHHERA—EA - RFEDH
RIZEZAMET 2 B FRNERK 2R
feDMTEAT

The Group
REHE

2012
—E——F
HK$'000
FET

0-60 days 0£60H
61-120 days 61£120H
Over 120 days 120H A E

Notes:

(a) Trade payables principally comprise amounts outstanding for trade
purchases.

(b) Trade and other payables are non-interest bearing and have an
average term of 1 month.

(0 Amounts due to subsidiaries are unsecured, interest free and non-
repayable within the next twelve months.

(d) The other payables mainly comprise the remaining acquisition
consideration of HK$107,250,000 arising from the very substantial
acquisition in year 2011 which will be settled by the subsequent
issuance of preference shares.

-
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The Company
/N

2011 2012 2011
TE T b — T —
HK$'000 WGICHIAN  HK$'000

TETT THETT

FER

10,007 —
3,691 =
1,586

15,284 8,580

1,927

() EBHENEFTIZEEEZIRERESR
2B

b) BHREMEMERRTF SR TR
HA—EA -

(@ ENMBERARFEAERR 2ENGF
BRARR+_EREE -

d HUENERFEZEFERERERE
107,250,000/ 7T - E@HBRNR=F
——FEITHEFTEAREEE - T
LA TB R4 -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

22. INTEREST-BEARING BANK AND OTHER 22. FFEHBITREMER
BORROWINGS
The Group The Company
rEE AAT

2012 2011 2012 2011
e T F et — T —F
IS HK$'000 EEGTCHIIN  HKS$'000
Tz TAT Tz TET

5-year bank loan of RFHRIRITE R

HK$2,000,000 - fully 2,000,00075 7T

repayable in November — RN T U

2014 (note (a)) T RABREERE

(FfF3E(a))

1-year bank loan of —FHIRITE K

RMB2,000,000 — fully AR#2,000,0007T

repaid in March 2012 — AT —F

(note (b)) = AAEEE (FE()
Revolving bank loan of AE#17,000,0007T 2

RMB 17,000,000 RITRIRER

(2011: RMB12,000,000) =t

(note (c)) AE#12,000,0007T)

(FF7E()) 20,892

Other loans, unsecured Hi B - M

(note (d)) (BF=E(d)) 1,325
Other loans, unsecured HEMER - EIEHE

(note (e)) (FF3EGe)) 2,089
Other loan, secured Hh B - GEE

(note () (BRFEE())

25,120 80,005

Less: current portion Rk BNERER (25,120) (80,005)

Non-current portion FEBNERER = -
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22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 # %

—F— =

—FE A —AIER

INTEREST-BEARING BANK AND OTHER 22. HERITRHEMER )
BORROWINGS (continued)
The borrowings are repayable as follows: RATFREBZER
The Group The Company
rEH PN
2012 2011
—F——F
HK$'000 HK$'000 HK$'000 HK$'000

FERx

On demand or within

More than one year,

More than two years, but

one year

but not exceeding
two years

not exceeding five years

BERIN—FA

—FAL - BETEER
[

MELAL - BETEEER
A

Notes:

(9

-
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The bank loan was guaranteed by a director of the Company and a
third party and is repayable by equal installments. The loan interest
was charged at prime rate minus 1% per annum.

The bank loan was secured by several properties of the Group and
is repayable by equal installments. The loan interest was charged at
prime rate plus 15% of prime rate per annum. This loan was settled
during current reporting period.

The bank loan was secured by several Group's properties. The loan
interest was charged at prime rate plus 15%-40% of prime rate per
annum.

Other loans are unsecured, interest free and have no fixed terms of
repayment.

24,723

25,120 80,005

T

FEx THETT

86

401

413

ZRITERBEARE —LEER—F
B HEHER I%ﬁﬁﬁﬁ/\ﬁﬂfaﬁ
ERF B REFREBRFNERI%ZE
IGER o

ZRAER D AAEEE TYEESE
. DRSEHBEE - BRI SRS
FRERAENI5%BEEHE Y 8%
WRER o B ERE AR IR HAR I -

ZRTER T BAEEE T WEER
- BRFEREFRESEFEIN5%-
40% S BB F) % 2R UE ©

Hﬁﬂ% A REER RO REREE
HHR -



22.

Year ended 31 December 2012 # %

INTEREST-BEARING BANK AND OTHER
BORROWINGS (continued)

Notes: (continued)

(e) Other loans are unsecured, interest charged at 6% per annum and
repayable within 180 days.

f) Other loan is secured by the entire issued share capital of several
subsidiaries. No interest is charged on the outstanding balance.

On 9 January 2009, Cypress Jade Management has entered into a loan
agreement with Right Day Holdings Limited (“Right Day”), an independent
potential investor. Right Day agreed to provide a loan facility of up to
HK$10,000,000 for the working capital of Cypress Jade Management and
Trade Day to reactivate the Group's previously discontinued agricultural
produces trading business. The loan facility was secured by the entire share
capital of each of Cypress Jade Management, Trade Day, Trade Soar, Trade
Leader and First Novel. A supplemental agreement was entered on 28
December 2011 and Right Day agreed to increase and make available to the
Group a loan facility up to HK$72,500,000.

As at 27 February 2012, total amount of HK$63,350,000 (2011:
HK$59,390,000) was drawn down. This loan was settled during current
reporting period.

22.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SEMBERME
—FF A=t —AILFE

FTERIT R E AL ERK ()

BsE - ()

(e EHMBERARER ZEF6% 28R
B ZERN180B MBI -

H HeERDRETHERARZ 2
TTRRAE AR o 3 8 5 oK (58 SR KRR
ME e

RZZETZNF—ANE - #EEEHERIght Day
Holdings Limited ([Right Day] + A% /&%
EE)FIN — D ERIHE © Right DayRIE IR
EE &S 10,000,000 TIEAK EEE M
BrEEBEES  NENKEREBZATDRLE
CEEREEEE ZEEDNUKREER -
B g5 BERIHEQGRZE2HBREIER
BR R-E——F+_A-+/\B:il V%
5%  Right DayRIZ g MIE AAREEREER
372,500,000/ L2 EE »

RZE—ZFZA=Z++tRH BERIAEH
63,350,000 7T ( =& ——4 : 59,390,000 4
7T) o WERBRARE BAEEE -

wEREREERAT | T —EEn 11 (Y



r NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

FeaMBBEME
Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

23. OBLIGATION UNDER A FINANCE LEASE
The future minimum lease payments under a finance lease
together with the present value of the net minimum lease
payments are as follows:

23.

MEHEERE
RERERE B RSERENTHER
SERENFFREMT -

The Group KEH
Minimum lease Present value of
payment minimum lease payment
BEEENR BEEENRZRE
2012 2011 2012 2011
TE-CF mEhamkal — T F
HK$'000 HK$'000 HK$'000 HK$'000
TET TETT FTERT FBT
Amounts payable: FERIFRIA -
Within one year R—FR

In the second to fifth year MRE_ZFHF

Total minimum finance ERERERIBERE
lease payments
Less: Future finance W BERESZH
charges
Total net finance lease MERERNFIEFRR
payables

Less: Portion classified as  J& : ENEAB &5
current liabilities

The Group's obligation under a finance lease is secured by the
charge over the leased asset.

The Group leased one motor vehicle under a finance lease. The
lease term is 3 years (2011: 3 years). Interest rate underlying all
obligations under a finance lease is fixed at respective contract
date at 2.75% (2011: 2.75%) per annum.

-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

24. EQUITY-SETTLED SHARE-BASED

TRANSACTIONS

The Company operates a share option scheme (the “Scheme”)
for the purpose of recognising the contributions of eligible
participants to the growth of the Group and to further motivate
and encourage the eligible participants to contribute and
improve their performance and efficiency. Eligible participants
of the Scheme include the Company’s directors, independent
non-executive directors, other directors/femployees of the Group
or its investees, suppliers of goods or services to the Group or
customers of the Group or its investees, persons/entities that
provide research, development or other technological support,
shareholders of any member of the Group or such other persons
from time to time as determined by the directors. The Scheme
was approved and adopted on 21 June 2002 (the “Adoption
Date”) and, unless otherwise cancelled or amended, will remain
in force for 10 years from that date.

The total number of shares in respect of which options may
be granted under the Scheme (excluding options lapsed) is not
permitted to exceed 10% of the shares of the Company in issue
as at the Adoption Date, without the prior approval from the
Company's shareholders.

The maximum number of shares issuable under share options
granted to each eligible participant in the Scheme within any
12-month period is limited to 1% of the shares of the Company
in issue at any time. Any further grant of share options in excess
of this limit is subject to shareholders’ approval in a general
meeting.

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

24.

REBRREBRERARA | —T——FFH

BRAGE ZUBRD NS

ARAR R —ABBRAES (&%
2 EESEARERZEEFEHNA
SEZARELER @ RE—FHD
KRR ERSEBEFHERMMNER
RIRPAR - LTI 2R ERZEER
BARFZES  BIUFRPTESF K
SEYHEPKREECEMESR EE -
AEE 2 EmeRBHER - AEEK
HpREE2EP  RIUIR - A
Hib R EZ AL B8 - REEK
BRBIZBR B THRREZHM
AL ZFEIR -TE-_FRA -+ —
B([5R& B D EIERRS - BRIESTT
EiHEER]  BRIKEZBERETFRE
0 o

)

REARRABRRESLALME - RIBLFTE
A B (T RRE KB RE)
PSRz IR % - TREBBARFR
RMBEE BTN Z10% °

PMEAR+ — B A BRI B B i A s =
ENEAERBAEREZAETHRS
RIDBE - TSEBA R B EA R
BEITRMDZ21% - EE— TR HE
H R #1 2 B AR RN R A S
FHEE -

RAARRES FBITRABREE
MR S f8 & 2 (B e A T () R
Itk - BER BB AN I ERITESH
o BE W ZE A HE AR
ANEFAEERRIBILIERNITEEL
HBE BB A TR DBREMS &
2 BRAD MR IB A A BT R RFRE B 8
1T 20.1% » L 42{E 85,000,000
BT (RBR D ERES B AR AR
ZWHEE) - BIZASRENRREX
o EEAHE -
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' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

24. EQUITY-SETTLED SHARE-BASED 24, REGEEZURODZARS

-

TRANSACTIONS (continued)

The offer of a grant of share options may be accepted on or
before the close of business on the date specified in the offer
document. The exercise period of the share options granted
is to be determined by the directors, and will commence on
the first business date from the date of the grant of the share
options and end on the close of business on the last day of such
period, but no later than ten years from the date of the grant of
the share options.

The exercise price of the share options is to be determined by
the directors, but may not be less than the higher of (i) the
closing price of the Company’s shares published on the daily
quotations sheets of the Stock Exchange on the date of the
grant of the share options; and (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 the grant.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

During the years ended 31 December 2012 and 2011, no
option has been granted under the Scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

25. SHARE CAPITAL

Authorised: EE
150,000,000,000 150,000,000,000/%
(2011:160,000,000,000) (=2——%:

160,000,000,000/% )
FHZ0.0178 7T 2 EimA

ordinary shares of $0.01 each

10,000,000,000 preference
shares at HK$0.01 each

10,000,000,0008%
(ZF——F : &)

(2011:Nil) FAR0.01BTT 2 B
Issued and fully paid: ERTRHE :
1,378,927,885 1,378,927,885/%
(2011:2,532,543,083) —E——%F:
ordinary shares of $0.01 2,532,543,0830%)
each FR0.018T 2 LBk

1,380,000,000 Class A
preference shares of —E——F |
HK$0.01 each (2011:Nil) 0.0 BT Z ARE LR

286,632,728 Class B preference 286,632,728/%
shares of HK$0.01 each (ZZ——F : \#)FK
(2011:Nil) 0.0 BT Z BB LMK

1,380,000,000f%

25. BRA&

2012 2011
—E——fF —T——%F
Notes HK$’'000 HK$'000
M TET FHET

(a)
1,500,000 1,600,000

(a)
100,000 -
25,325

(e)
13,800 -

()
25,325

HFaERRERAT | T —FFE 115 (G



' NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

25. SHARE CAPITAL (continued) 25. RS (#)
A Summary of the transactions during the current year with REE  KBERRQBDHETLBRRK
reference to the movements in the Company's issued ordinary REEE o ZXHMENT

share capital is as follows:

No. of shares Amount
RDEE X
Notes HK$'000
BiEE FAET
At 31 December 2011 and R-ZZE—F+=A
1 January 2012 =t+t—HRZE——F
—H—H 2,532,543,083 25,325
Capital reorganisation A& AR E#H (b) = (22,160)
Share consolidation =X (©) (2,215,975,198) -
New issuing shares TR, (d) 1,062,360,000 10,624
At 31 December 2012 RZE——F+_H
=+—H 1,378,927,885 13,789
(@ Pursuant to a special resolution passed on 23 @ WERZZ—F+TZHA=+=
December 2011, the authorised share capital of the HBBENERIAZESR - AREDE
Company was consolidated on the basis of every ERARE N\ SIREE.00125
eight shares of HK$0.00125 each into one share of Bz R &0 R —REEO0.01
HK$0.01. Furthermore, the authorised share capital B2 Z2EES HF - I
of the Company increased to HK$1,600,000,000 was Gy ARBIBIEERAENE
divided into 150,000,000,000 new ordinary shares and 1,600,000,000%8 7T » 7 A& E
10,000,000,000 preference shares of HK$0.01 each. {£0.01/% T2 150,000,000,000 %
$1 3% 38 A% &2 10,000,000,000 fi% 12
Vi
(b)  On 27 February 2012, the Company reduced the issued by RZE—=—FZ—H=++H =&
share capital by reducing the paid up capital to the extent RNAEHR TN 2 8 R
of HK$0.00875 on each share such that the nominal value 0.008758 AR E ZHITHRAS -
of all issued shares was reduced from HK$0.01 each to FrE B 217D EEH & AR0.01
HK$0.00125 each and the share capital of the Company ABITEDRZEERR0.00125%87T - M
was reduced by HK$22,159,752. AR | PR B4 EI R 22,159,752
BT e
The credits arising in the books of accounts of the B HIR B 81T AR AN T A 17 5 (B AR
Company from the reduction in the issued share capital MR AR TR B EE 2 ERFIE
and the share premium account have been transferred to EEBERRNRZHARBRIE -
the contributed surplus account of the Company and an M A%0185,691,9898 L2 FHIAE
amount of HK$185,691,989 has been applied in setting RS A2 RETEE °

off the accumulated losses of the Company.

-

@ 116  Cypress Jade Agricultural Holdings Limited | Annual Report 2012



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

25. SHARE CAPITAL (continued)

()

On 27 February 2012, every eight issued and unissued
share of HK$0.00125 each in the share capital of the
Company were consolidated into one consolidated share
of HK$0.01 each in the share capital of the Company.

On 27 February 2012, the Company issued 1,000,000,000
shares at the price of HK$0.1 each with the proceeds of
HK$100,000,000, of which HK$10,000,000 was credited
to the share capital and the balance of HK$90,000,000
was credited to the share premium.

On 27 February 2012, the Company issued 4,000,000
shares at the price of HK$0.1 each to settle liability
HK$400,000 of which HK$40,000 was credited to the
share capital and the balance of HK$360,000 was credited
to the share premium.

On 11 July 2012, the Company issued 58,360,000 shares
at the price of HK$0.205 each with the proceeds of
HK$11,963,800 to obtain cash consideration of which
HK$583,600 was credit to the share capital and the
balance of HK$11,380,200 was credited to the share
premium.

The Class A preference shares are non-redeemable, with
par value of HK$0.01 each credited as fully paid up, are
issued and allotted to certain creditors in consideration of
each creditor discharging and waiving all of its claims in
full against the Company. According to the terms of the
preference share, one preference share is convertible into
one new ordinary share any date after the resumption
of the trading of the Company’s shares on the Stock
Exchange.

The Class B preference shares are non-redeemable
with par value of HK$0.01 each credited as fully paid
up are issued and allotted to vendors as part of the
considerations for the acquisitions occurred in last
financial year. According to the terms of the preference
share, one preference share is eligible to convert into one
new ordinary share any date no earlier than one year from
the date of issue.

25. R4S (#)

(0)

RERREBRERAA | T —FF#H

RZEBE——F_A=-++8"
RARRAT G\ EREE
0.001258 702 B 31T R A EEI TR
DEFBARRBBRAT —RTR
AE0.0TETLZ A HRRD -

NZE—-——F-_A=-++8"
7K A &) % 77 1,000,000,000 A% A%
D BREGONEBIT  FIEXR
T8 /A 100,000,000 & jT © = &
10,000,000/ 7T 2 5T AR A + i
90,000,000/ JT 2 &5 82 B 5T A M

R-FE——F_A-+tR XK
A AE174,000,0008 % 10 Tk
YEB0.18 7T + LA)5 {8 400,000
L2 BfE - HF40,0008 Tt A
A&7+ T1360,00078 7T 2 &R E AT
AR E o

RZZE——F+A+—H AR
7] % 17 58,360,000 A& f& 19 -
f&E(E0.2058 7T © FTS B A
11,963,800/ 7T + NESR K
& » E 583,600/ L2 AR
T #4%811,380,20078 7T & 51 ABR
iRfE -

BREERCONEBTLZ AAEMD
MABERE  BEIIRAEHE -
BRESBEEAZERELH# R
FESHEARRIRHMER - 3
TTRECETETEEA - REE
FEBZ AR - IR R B B A 70 B
LHMEERREMBE  —
BB A — BB -

BREER0.OVETZTAIER
MBREELMR - EFIRREHE -
BOTRERTES (FRL—H
BEREBBERZBIRE - R
BB R R - — BB R
RETT BB S — FRERAH
B A— g A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRRME

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

26. RESERVES - THE GROUP AND THE COMPANY

The application of the share premium account is governed by
the Company Act 1981 of Bermuda.

Movements of reserves — the Company

26. RE—TEERELQF

MR 1D E

BBz ERAXARE-NN—F

RANEKIR °
RERE-AQT

Share  Contributed  Accumulated
premium surplus losses Total
RIPEE £ ON- 2EER @t
HK$'000 HK$'000 HK$'000 HK$'000
THET TET TET THT
Balance at 1 January 2011 RZZ——F—-A-Az#&H 163,532 153,519 (412,239) (95,188)
Total comprehensive loss for FAZEEBLEE
the year - - (11,058) (11,058)
Balance at 31 December 2011 R-E——F+-A=1—H
a3 163,532 153,519 (423,297) (106,246)
Issue of ordinary shares BATE B 101,740 = = 101,740
Issue of preference shares EIELR 40,128 = = 40,128
Capital reorganisation (note ()~ EAREA(FIzE@)F(b))
& (b)) (163,532) 185,692 - 22,160
Setting off accumulated loss B R EE ()
(note (c)) - (185,692) 185,692 -
Total comprehensive income for ~ FRZEUN 2%
the year - - 27,366 27,366
Balance at 31 December 2012~ RZZE——#+_-F=+—H
2B 141,868 153,519 (210,239) 85,148




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

26. RESERVES - THE GROUP AND THE COMPANY

(continued)

Movements of reserves — the Company (continued)
Pursuant to a special resolution passed on 27 February 2012:

(@) the par value of each issued and unissued share in the
authorised share capital of the Company be reduced
from HK$0.01 to HK$0.00125 such that the authorized
share capital of the Company shall be reduced from
HK$1,600,000,000 divided into 160,000,000,000 shares
of par value HK$0.01 to HK$200,000,000 divided into
160,000,000,000 shares of par value HK$0.00125
each (“Shares”) and the issued share capital of the
Company shall be reduced by HK$22,159,751.98 from
HK$25,325,430.83 to HK$3,165,678.85 (the reduction
in authorised share capital and reduction in issued share
capital collectively herein referred to as the “Capital
Reduction”);

(b) HK$163,532,000, being the entire amount standing to
the credit of the share premium account of the Company
as at 31 December 2010 be reduced in its entirety
("Reduction of Share Premium”);

(c)  the credit arising from the Reduction of Share Premium
of HK$22,160,000 shall be credited to the contributed
surplus account of the Company and the said amount,
together with an amount of HK$163,532,000 standing
to the credit of the contributed surplus account of the
Company as at 31 December 2010, be applied in full to
set off part of the Company’s accumulated losses as at 31
December 2010 of HK$412,239,000;

Distributability of reserves

At the end of each reporting period, the Company has no
reserve available for distribution to equity shareholders of the
Company.

26. RE—FEBERAXQTE (E)

HEE2EH-AQT(E)
BE-_E-——F-A-t++BHBEBZE

RIRHE

@ ARAEEBRAFEREETR
REELTRRD Z F{ER0.017E 7TEIR
Z0.0012587C « BEARRRDEE
A% Z< f1 1,600,000,000/8 7T * 9 A&
160,000,000,000 % & A& T {& 0.01
T2 &t - R 4$200,000,000
& T 0 9 A 160,000,000,000
W& K ® {8 00012578 T 2
BB (T’RH]) - REAQXFE
% 77 % 7N BB 25,325,430.83 7
7T Bl R 22,159,751.98 /& T &
3,165,678.85 B L CEERARE
BATIRANEDR R AR E G Bl R
REIRD)

(b) 163,532,000 T (BIAAR ==
—ZEF+-_A=+—B2z2E0E
BER ZHERRARRR) 2 EHER ([ B3R

Rfniam(El)

© BRBEOHEEEEZER
22,160,000 7T fE 5T A AN &) 41
ABHREREBCHEER - —
TEF-_A=Z+—BZEARTH
AZ#RER 2 #BREE163,532,000/%8
T RHAERERARATRZE
—ZF+-_A=+—H 2B AR
=T/E518412,239,000 7T ¢

Tz ™ 2R
RERERR  ARRLEAIHDIRT
RRREIR Z i -

-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

= Ve,

Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

27. BUSINESS COMBINATIONS 27.

Goodwiill

Last year, the Group acquired Natural Farm Limited at a
consideration of HK$36,828,941. The acquisition had been
accounted for using the acquisition method.

The aggregate net assets and liabilities acquired by the Group
are as follows:

[EES
EF - REFEDL36,828,94178 T Uk B H
BRmBRAR - BEKEBDHEAYE
VEDIER ©

REEWE 2t EERBEFEN
T

Fair value
AFEE
HK$'000
FAT
Net assets acquired: WEEEFE
Property, plant and equipment Y - BB SR 12,304
Inventories FE 486
Biological assets EYEE 1,040
Trade and other receivables B 5 & E At FE AR R 21,898
Cash and cash equivalents HeRES%E 580
Trade and other payables B 5 K E e BRI (18,334)
17,974
Goodwill (Note 15) P2 (I 15) 18,855
36,829
Net cash outflows arising on acquisition: WBEEZHSMHTE
Cash consideration paid BEfRERE (3,079)
Less: cash and cash equivalent acquired B Bz ReE RIREEE 580
(2,499)

Last year, the Group acquired Polygold Food Limited at a
consideration of HK$16,250,000. The acquisition has been
accounted for using the acquisition method.

-

@ 120 Cypress Jade Agricultural Holdings Limited | Annual Report 2012

£ - NEELA16,250,0005% 7T U H
MERMAEMRAR - AREKEBERAW
BERTIER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

27. BUSINESS COMBINATIONS (continued) 27. ¥BEH @
The aggregate net assets and liabilities acquired by the Group REBMBEZ R EERBEFREN
are as follows: N
Fair value
AFEE
HK$'000
FET
Net assets acquired: WEEEFE :
Property, plant and equipment b E N 5,539
Cash and cash equivalents ReEkREEE 737
Trade and other receivables B 5 K& H qth FEUAR X 7,113
Trade and other payables B 5 K H A FE TR R (6,298)
Bank borrowings RITIER (1,215)
Obligations under a finance lease B A R AR (351)
5,525
Goodwill (Note 15) P2 (I3 15) 10,725
16,250
Net cash outflows arising on acquisition: WBEEZHSMHTE
Cash consideration paid BERERE (5,000)
Less: cash and cash equivalent acquired B B2 R RIREEE 737
(4,263)
Last year, the Group acquired Modern Excellence Limited at a EF - KEE B 143,000,000 7Ty BE
consideration of HK$143,000,000. The acquisition had been BEREAREAR - EBAWED B
accounted for using the acquisition method. HEETIER -
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Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

27. BUSINESS COMBINATIONS (continued)
The aggregate net assets and liabilities acquired by the Group

27. ¥¥%E86t@)
AEBAEE Y 2HEERE EFEN

are as follows: Nk

Fair value
AFE
HK$'000
FAT
Net assets acquired: WEEEFE
Property, plant and equipment and construction #7% - BE K& &M
in progress TEEZIRR 146,303
Inventories rE 3,965
Biological assets FYEE 3,811
Cash and cash equivalents ReERREEE 39,828
Trade and other receivables B 5 K& H M FEUER R 34,339
Trade and other payables B 5 K H A FERTARER (68,030)
Bank and other borrowings #RIT R EAEK (19,314)
140,902
Goodwill (Note 15) R (ME15) 2,098
143,000
Net cash inflows arising on acquisition: WBEEZRERHFHE
Cash consideration paid ENEERE (35,750)
Less: cash and cash equivalent acquired W Tz R MReEE 39,828
4,078

BEEAREE T ——F+ = A

The acquired business did not contribute any revenue or result

-

to the Group’s for the period from the date of acquisition to 31
December 2011.

If the acquisitions had been completed on 1 January 2011,
total Group's turnover for the year 2011 would have been
approximately HK$245,529,000, and profit for the year 2011
would have been approximately HK$22,900,000.
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Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

28. OPERATING LEASE COMMITMENTS

29.

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:

28. REHERIE
IR - BB TR RS e L -
AEEER B R REREMN KT RE -
SR

The Group
rEH

2012 2011
—E2-—-F —
HK$'000 HK$'000
FEx FAT
Within one year —F R 12,493 8,488
In the second to fifth years inclusive FFEFME(BREERE) 47,480 29,598
Over five years AFLE 97,786 73,679

157,759 111,765

Operating lease payments represent rental payable by the
Group for office premises and farmland. Leases are negotiated
with rental fixed for terms of 2 to 26 years.

CAPITAL COMMITMENTS

At the end of the reporting period, the Group had the following
capital commitments for acquisition of property, plant and
equipment:

REMENREARERANRAE
BFLERAZES - HOKREEHES M
BE - REMEE_ T F -

29. EREIE
RIBE R - AEEBUEDE - R
BB EE U T AAESE -

The Group
A EE
2012 2011
=F—=F —
HK$°000 HK$'000
THExT FET

Capital expenditure contracted for but 2 z] 4B R 2 B ANF

not provided for

9,719
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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Year ended 31 December 2012 #Z —F— —#F+ _-H=+—HIFFZF

30. FINANCIAL INSTRUMENTS BY CATEGORY 30. ZERIzERMIA
The Group The Company
rEH ARFE

2012 2011 2012 2011

= el c T B T fF
GICHV  HK$'000 EEGTEHIIIN  HK$'000
TEx TAT TEx TAL

Financial assets SRIEE
Loans and receivables B e AR R
Amounts due from FEUHT B A B FRIE
subsidiaries 114,767
Trade and other B 5 & B Ath FEUER K
receivables 55,165 300
Bank balances and cash RITHER LIRS 18,810 2,650
Financial liabilities SRIEE
At amortised cost bire: $itIDWIN
— Amounts due to — FEAHT B A R 5IE
subsidiaries
— Trade and other — B 5 RHEMPER
payables BRX 138,877 273,789
— Bank and other —RITREMETK
borrowings 25,120 80,005 86
— Obligation under a — R E SRR
finance lease PAN 351




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBRRME

Year ended 31 December 2012 #Z —F— —F+_-H=+—HIFFZ

31. FINANCIAL RISK MANAGEMENT AND
ESTIMATION OF FAIR VALUES

(a) Financial risk management

The Group’s business activities expose it to a variety of
financial risks, which include credit risk, liquidity risk
and interest rate risk arising in the normal course of its
business and financial instruments. Details of the policies

31. BIRERERERMEFTAFE

(a) MBEBER
AN B 2 F 505 B e T R B 7S
Rk - BERNEBEBBES X
ERMIAELAZEERR  RB
B R R AR E R ESE o (A

on how to mitigate these risks are set out below. The WA ZERE 2 BEFBHNRT

Group manages and monitors these exposures to ensure
appropriate measures are implemented on a timely and

effective manner.

There has not been any change to the Company’s and
Group's risk exposure relating to financial instruments or
the manner in which it manages and measures the risks.

Credit risk

Credit risk is the risk that a counter party will not meet
its obligations under a financial instrument or customer
contract, leading to a financial loss. The Group is exposed
to credit risk from its operating activities (primarily
for trade and other receivables). The Group performs
ongoing credit evaluation of the debtors’ financial
condition and maintains an account for allowance for
doubtful debts based upon the expected collectible of all
trade receivables. The Group has a diversified portfolio
of businesses and as at reporting date, there were no
significant concentration of credit risk with any entity.

The credit risk on bank balances is minimal because the

counterparties are banks with high credit-rating.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter
difficulty in raising funds to meet commitments associated
with financial instruments. Liquidity risk may result from
an inability to sell a financial asset quickly at close to its

fair value.

The Group’s policy is to regularly monitor current and
expected liquidity requirements and its compliance with
lending covenants to ensure that it maintains sufficient
amount of cash and adequate committed lines of funding
to meet its liquidity requirements in the short and longer

term.

X AEEEEMEEZFRAR
VAR (R IE & i 15 A KB B 2
EE -
AABEAREEHEERTAZ
R EEEREERR 2R
EALES -

=Bk
EERBREZXZYHFEERET
TRIBEREFPENAREZR
T MBERXUBER - A5H
EERRBZZFAEARGENRESR
BEENGE MBI KF I
RZPREE - REEAATHE
LERE(EEREHMEMEUER
FEEZEERR - AEEHE
BAZ B BARRETTREEERT
- WIREBABE B RIIRRZ
FEHR AT e Bl 1 B R AR R LB BR
F-laRAKREXHZTIL 8
REEEMMERTAERAE
RNEEEHEAR

HRRSUFREBREEFR
2T WMRITEBRZEERR
HRAE

REEZ/EE

nBETRREELEEREEE
SMmEHEeR T AR AER
HEBNEZ Rk o & RRE
ENE R EZ EREETH—
HeREEXSEHRPETR

LA
oo
ZN

o

REE 2 BR 2T B EIRE &
BHRBECHFE  URHEST
EREZwm2BER - NERERE
MRS RIFTRAFERERE - 1t
mimelBhEHZRBDEESH

E:
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31. FINANCIAL RISK MANAGEMENT AND
ESTIMATION OF FAIR VALUES (continued)

(a) Financial risk management (continued)

Liquidity risk (continued)

The following tables detail the Group’s and the
Company’s contractual maturity for their non-derivative
financial liabilities date. The tables have been drawn based
on the undiscounted cash flows of financial liabilities in
accordance with the earliest date on which the Group and
the Company can be required to pay.

31. BREREREREFTAFE

()

(a)

B R B B ()

MEETEE ()
TRHAINTAEERARE I
TEEBMABAHIHA - TX
DESBABRIANRRAERE
RAEEEARRR AN ER
ENRFRHEE -

The Group ES S
2012
—E-CF
More than
1 year but less
Ondemand ~ WithinTyear  than2years ~ 2to5years Carrying value
-E0E MEE
REX —EHE MENR k3 HEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Thn Thn Thn Thn
Trade and other payables B REMEE 148,554 148,554
Interest-bearing bank and other borrowings &8 BT REMIE 2,13 25,120
Obligation under a finance lease HARERE 148 211
173,425 173,885
2011
-
More than
1year but less
Ondemand  Within 1 year than 2 years 2to5years  Carrying value
—Ft AEE
REX —EHE MEUR i3 HEfE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL ThT Thr Thr Thr
Trade and other payables COVELSERA - 273,789 - - 273,789
Interest-bearing bank and other borrowings &8 BT REMIE - 80,086 442 405 80,005
Obligation under a finance lease BEHERE - 155 155 65 351
- 354,630 597 470 354,145

-
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31. FINANCIAL RISK MANAGEMENT AND 31. B¥EREER AT QFE
ESTIMATION OF FAIR VALUES (continued) (#&)
(a) Financial risk management (continued) (a) MEEBREE(E)
Liquidity risk (continued) Vol kA AC )
The Company ARHE
2012
—E-CF
More than
Within 1 year 1year but
orondemand less than 2 years 2to5years
i -EHE WEE
REX IR ik HEfE
HK$'000 HK$'000 HK$'000 HK$'000
TR TER TER Tén
Amounts due to subsidiaries ERHEAARE
Other payables AR
Other borrowings Efufe3
2011
“F—-f
More than
Within 1 year 1 year but
or on demand less than 2 years 2105 years
REE —FNE MER
e AENR hE HHfE
HK$'000 HK$'000 HK$'000 HK$'000
Fhn T ThL ThTL
Amounts due to subsidaries EfBARIZE - 56,169 - 56,169
Other payables AR 69,771 - - 69,771
Other borrowings Bz 86 - - 86
69,857 56,169 - 126,026
Interest rate risk FUI= 7
The Group’s bank and other borrowings amounted REBE 2 HRITREMEKE
to HK$25,120,000 (2011: HK$80,005,000). Included 25,120,000/ L (= F — —F :
in the above amounts, an amount of HK$21,706,000 80,005,000/ 7T) ° BLHETE Ll fg
(2011:18,288,000) is charged at floating interest rates A HA21,706,00008 (=&
as disclosed in note 22. The Group'’s interest rate risk —— 4% : 18,288,000/ 7T ) Z &
primarily relates to the interest bearing bank balances and FROAE BN 25T BRI PA B 5 22 %
borrowings. The Group currently has not used any interest B AEENMERBREESLR
rate swaps to hedge its exposure to interest rate but may HERITERLEE - A%EEE
enter into interest rate hedging instruments in the future AT 7 A 50 R 4 o] ) 22 42 B LA 0
to hedge any significant interest rate exposure should the HAN KR - BERKATBEEGE L
need arise. MEEFTEUH R EERER

M EREARM AL -
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31. FINANCIAL RISK MANAGEMENT AND 31. BEREERMGTDAFE
ESTIMATION OF FAIR VALUES (continued) ()
(a) Financial risk management (continued) (a) MEKEERE(E)
FIZE S ()

(b)

Interest rate risk (continued)

A 100 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.

If interest rates had been 100 basis points higher/lower
and all other variables were held constant, the Group’s
profit for the year ended 31 December 2012 would
decrease/increase by HK$16,778 (2011: HK$111,000).
This is mainly attributable to the Group’s exposure to
interest rates on its variable rate borrowings.

Estimation of fair values

Fair value estimates are made at a specific point in time
and based on relevant market information and information
about the financial instrument. These estimates are
subjective in nature and involve uncertainties and matters
of significant judgement and therefore cannot be
determined with precision. Changes in assumptions could
significantly affect the estimates.

- The estimate of fair values of biological assets is
disclosed in note 3.

- The directors of the Company consider that the
carrying amounts of financial assets and financial
liabilities recorded at amortised cost in the financial
statements with a maturity of less than one year are
assumed to approximate their fair values.

- The fair value of balances with related parties has
not been determined as the timing of the expected
cash flows of these balances cannot be reasonably
determined because of their close relationship.

(b)

100E2E EFH /R IE A A B IE B R
EFREBEFER TATERE
B REBE S TR o

MF & EF TREI100ES - M
FTEEMmEEgs T8 AR
SEREBEE-_ZT——-F+=H
=S+—BLEFEEMNBRLD
#6778 B L (ZFE——F ¢
111,000/ 7T) o L ThEZHMA
SERARAKZERITERE
HHF R R TR -

DFEET
RFETDRBEEET IS E R M
R BT R 2 BRI E BB
T ER - ZEEADEREE
HE - R EEERSAESE
VBRI - SR E M 5T
B - I RRZE AT H %
EhETEEEATE -

— EWEEZ ATEEHRE
IR -

— ARFEERR  RUBR
RILHE XA BB M B
PR—FZEREENTH
BEZEEEHNENEAF
(8 o

- REEALTZESRZAFE
NARETE - RN ZFHER
ZIEHREREREAEARSE
ZEEMARRESEETE -
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FINANCIAL RISK MANAGEMENT AND
ESTIMATION OF FAIR VALUES (continued)

(c) Business risk
The Group is exposed to financial risks arising from
changes in prices of agricultural produce which are
determined by constantly changing market forces of
supply and demand, and other factors. The other factors
include weather conditions. The Group has little or no
control over these conditions and factors.

CAPITAL RISK MANAGEMENT

The Group and the Company manage its capital to ensure that
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 Group reviews the capital structure on a regular basis. As
a part of this review, the Group monitors capital on the basis
of net debt to adjusted equity ratio, the ratio is calculated as
net debt divided by total capital. Net debt is calculated as total
borrowings less cash and cash equivalents. Total capital is
calculated as “adjusted equity”, as shown in the consolidated
statement of financial position, plus net debt. The Group
considers the cost of capital and the risks associated with
issued share capital and may adjust the ratio through dividend
payments, issuing new shares, raising new debt financing
or selling assets to reduce existing debts upon successful
resumption of trading of shares.

The net debt to equity ratio as at 31 December 2012 is 0.05.
The net debt to equity ratio did not apply as at 31 December
2011 as the Group had total deficit for last year. Neither the
Company nor any of its subsidiaries are subject to externally
imposed capital requirements.

31.

32.

A EER M E AT E
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33. MATERIAL RELATED PARTY TRANSACTION 33. EXBEALRS

(a) Amounts due to related companies (note 21) (a) FENBEERRE(MEE21)

The Group and the Company
AEFRAAT
2012 2011
=F-—=F —T—F
HK$000 HK$'000
FHET T8I

Concord Group (B.V.l.) Limited (Note ii) Concord Group (B.V.I.)

Limited (B i) 10,032
Wonderland Group (HK) Corporation ~ FF/Zgi&EE (&) AR A A
Limited (Note i) (Bt &Eii) 44,000
54,032
The amounts are unsecured, interest free and repayable within i ZERBETDEER - RBREAR
one year. —FREE -
i The above amounts have been settled under the Debt i, A EZEFIBEREEREAE
Restructuring. & o
(b) During the year, the Group has the following significant (b) A AEEE-FHEEATH
related party transactions with a related party: BUTERNBEEALRS :
2012 2011
=F—=F —TF
Notes HK$'000 HK$'000
FaE FER FAT
Purchase of agricultural MEEATHEE (i)
products from a related BEW
party -
Handling charge paid to a MEEATEZNZ (ii)
related party FEE _
Service charge paid to a MEEARZ 2 (iii)
related company i -

-
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33. MATERIAL RELATED PARTY TRANSACTION

(continued)

(b)

(c)

(d)

(continued)

(i) The purchase of agricultural products from a related company
was made at prices and conditions with reference with
reference to those offered by major suppliers of the Group.

(ii) Handling charge paid to a related company as the trading
arrangement service provider in Hong Kong.

(i) Service charge paid to a related company as the legal service
provider in Hong Kong.

The amounts due to directors (note 21) are unsecured,
interest free and have no fixed terms for repayment. The
amount of approximately HK$4,552,000 has been settled
under the Debt Restructuring as stated in Note 25.

Remuneration for key management personnel, including
amounts paid to the Company’s directors as disclosed
in note 7 and certain of the highest paid employees as
disclosed in note 8, is as follows:

33.

REMBRRME

EXRBEALTRS @)

(b)

(9]

(d)

(%)

() MEBATEBERERZIERR
B H2EREER T RHERR
2 BB E

iy M-RAEEARERREEZE
SR HIER) AN FE
o

@iy  A—MEEAR(EARERZE
RRBHRER) N2 REE -

ENEEZRE(HFE21) A&
B B MERTEERS -
4,552,000/ 7T 2 FIEE R IBER
B (I FE25FTI ) (EE -

ZEEABZHM(BREEER
7 2 R DRI FEE R IE
RMESZE TREHEEZHK
)EINT

The Group
KEE
2012 2011
—E-——fF —T—%F
HK$'000 HK$'000
FET BT
Salaries and other short-term employee ;4 & E b 52 HifE B & 71
benefits 1,267
Contribution to defined contribution HIGRIRET B
retirement scheme plan 33
1,300
wFagnRERAT | T —FFE 131 (&
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34. PROFIT GUARANTEE

Reference is made to the announcement of Cypress Jade
Agricultural Holdings Limited (the “Company”) dated 24 July
2012, 21 December 2012, 7 February 2013 and 6 March 2013
and the circular of the company dated 30 November 2011 (the
“Circular”) in relation to, among other matters, the acquisition
of the entire equity interest in Natural Farm Limited, Polygold
Food Limited and Modern Excellence Limited. Capitalized terms
use herein shall have the same meanings as those defined in the
Circular unless otherwise specified.

GUARANTEED PROFIT 1

Pursuant to the Acquisition Agreement 1, the Vendor 1
irrevocably warrants, represents and undertakes that, among
other matters, the average of the net profit after tax of the
financial year ended 31 March 2011 and the financial year
ended 31 March 2012 of Natural Farm shall not be less than
the Guaranteed Profit 1 (i.e. HK$7,500,000) and that the total
consideration payable under the Acquisition Agreement 1
shall be equal to 6.5 times the price-to-earnings ratio of the
Guaranteed Profit 1.

At the time when the Company and the Vendor 1 entered into
the Acquisition Agreement 1, it was not anticipated that there
would be a change in the depreciation policy of Natural Farm
after Completion. The Company and the Vendor 1 clarified that,
for the purpose of determining the net profit of Natural Farm
for the financial year ended on 31 March 2012 under clause
6.1(a) of the Acquisition Agreement 1 (the “2012 Net Profit”),
an aggregate amount of HK$792,160, being the difference
incurred due to the change in depreciation policy of Natural
Farm, shall be added back as part of the 2012 Net Profit (the
“ Adjustment”).

Based on the audited accounts of Natural Farm and the
Adjustment, the average of the net profit after tax for the
financial year ended 31 March 2011 and the financial year
ended 31 March 2012 was HK$7,191,524.50, thus constituting
a slight shortfall of HK$308,475.50 per annum on the
Guaranteed Profit 1, with the said shortfall representing a
modest approximately 4.11% of the Guaranteed Profit 1. Since
the Guaranteed Profit 1 has not been achieved, the second
phase of Class B Preference Shares payable to the Vendor 1 has
been adjusted to 115,047,998 Class B Preference Shares.

34.

AR

ENRAREREERERAB([EAA
ADRZE—=—F+LA=-+MNA - =F
——F+-A=-+-—8 -ZZF—=F—
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34. PROFIT GUARANTEE (continued)

GUARANTEED PROFIT 2

Pursuant to the Acquisition Agreement 2, the Vendors 2 jointly
and severally irrevocably warrant, represent and undertake that,
among other matters, the average of the net profit after tax
of the financial year ended 31 March 2011 and the financial
year ended 31 March 2012 of Polygold Food shall not be less
than the Guaranteed Profit 2 (i.e. HK$2,500,000) and that the
total consideration payable under the Acquisition Agreement
2 shall be equal to 6.5 times the price-to-earnings ratio of the
Guaranteed Profit 2.

Based on the audited accounts of Polygold Food, the average
of the net profit after tax for the financial year ended 31
March 2011 and the financial year ended 31 March 2012 was
HK$2,567,779. Accordingly, the Guaranteed Profit 2 has been
achieved and the second phase of Class B Preference Shares
payable to the Vendors 2 is 67,251,280 Class B Preference
Shares.

GUARANTEED PROFIT 3

Pursuant to the Acquisition Agreement 3 (as supplemented by
the Letter of Confirmation), the Vendor 3 and the Vendor 3's
Guarantor irrevocably warrant, represent and undertake that,
among other matters, the average of the net profit after tax of
the financial year ended 31 December 2011 and the financial
year ended 31 December 2012 of Modern Excellence and its
subsidiaries shall not be less than the Guaranteed Profit 3 (i.e.
HK$20,000,000) and that the 2 total consideration payable
under the Acquisition Agreement 3 shall be equal to 7.15 times
the price-to-earnings ratio of the Guaranteed Profit 3.

Based on the pro forma financial information of Modern
Excellence for the year ended 31 December 2011 reviewed
by an independent external auditor, the net profit after tax of
Modern Excellence and its subsidiaries for the financial year
ended 31 December 2011 was HK$27,058,858. Accordingly,
the Guaranteed Profit 3 has been achieved and the first phase
of Class B Preference Shares payable to the Vendor 3 or his
nominees shall be 357,500,000 Class B Preference Shares.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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35. EVENTS AFTER THE REPORTING DATE

Subsequent to the end of the reporting period, the following
events occurred:

Investment in production base in Zengcheng

To complement the production bases in Ningxia in the north and
Conghua in the south, the Group has expanded its production
bases to Zengcheng by way of the following agreements:

a) Assets transfer agreement

BN EEEREAR 2T (Guangzhou Cypress Jade
Vegetation Development Co. Ltd.*) (“Guangzhou Cypress
Jade”), BINTHHE K 2E AR AR (Guangzhou Ever Rising
Agricultural Development Co. Ltd.*) (“Guangzhou Ever
Rising”) and Ever Rising Limited (“Ever Rising”) entered
into an assets transfer agreement pursuant to which
Guangzhou Ever Rising agreed to sell and Guangzhou
Cypress Jade agreed to purchase the assets (e.g. plant and
machinery, infrastructure, etc.) of Guangzhou Ever Rising
in Zengcheng at the consideration of RMB&,900,000
(equivalent to approximately HK$11,125,000).

b) Cooperation agreement

Guangzhou Cypress Jade, Guangzhou Ever Rising and Ever
Rising entered into a cooperation agreement pursuant
to which Guangzhou Ever Rising agreed to provide
approximately 600 Mu of leased farmland in Zengcheng
to Guangzhou Cypress Jade according to the terms of the
existing leasing agreements between Guangzhou Ever
Rising or its associates and EM & EEMN TR
Z E@ (The Village Committee of Tang Village, Licheng
Street, Zengcheng, Guangzhou, the PRC*) (the “Village
Committee”). The remaining lease term of the farmland is
approximately 7 years.

¢) Lease agreement

Guangzhou Cypress Jade as the lessee and &3 /A
TEY BB S E4 (The Cooperative Association of
Shatou Village, Shitan Town, Zengcheng, Guangzhou,
the PRC*) (the "Cooperative Association”) as the lessor
entered into a lease agreement pursuant to which the
Cooperative Association agreed to lease 2,000 Mu of
farmland in Zengcheng to Guangzhou Cypress Jade for an
initial term of 15 years at the prevailing market rate.

-
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EVENTS AFTER THE REPORTING DATE
Investment in production base in Zengcheng
(continued)

To the best of the Directors’ knowledge, information and belief
having made all reasonable enquiries, Guangzhou Ever Rising,
Ever Rising and Cooperative Association and their ultimate
beneficial owners are third parties independent of the Company
and its connected persons. Cooperative Association and their
ultimate beneficial owner are also third parties independent
of Guangzhou Ever Rising and Ever Rising and their connected
persons.

Issuance of Preference shares

On 20 February 2013, 357,500,000 Class B preference shares
with par value of HK$0.01 credited as fully paid up were issued
and allotted to vendors as part of the considerations for the
acquisitions occurred under Acquisition 3 in last financial year.
According to the terms of the preference share, one preference
share is eligible to convert into one new ordinary share any date
no earlier than one year from the date of issue.

APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved and authorised for
issue by the Company’s Board of Directors on 28 March, 2013.

35.
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= FIVE YEAR SUMMARY
LFHR

Year ended 31 December 2012 # 2 —F— —F+_H=+—HIFFZE

A summary of the published results and assets and liabilities of the
Group for the latest five years, as extracted from the audited financial
statements and reclassified as appropriate, is set out below. This
summary does not form part of the audited financial statements.

TNIRAEBBERFZENNEREREE
HBEHRE  WHRREARERERMH
WL WRAEMWED - AEEIL TEKE

BRI HRER—EFD

2012 2011 2010 2009 2008
mlPaet:l — T ——F —T-2F —TTNF —TT)\F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx T FET FET FET
Turnover e
Continuing operations FEICEETS 267,919 15,810 15,097 36,659 -
Discontinuing operations BRIHEE RS = - - - -
Profit/(loss) for the year NEZ R (EE)
Continuing operations BT (12,132) (9,621) (7,117) (12,855)
Discontinuing operations BRI EET - - = 878
31,399 (12,132) (9,621) (7,117) (11,977)
Attributable to: JEff
Equity shareholders of the /NS £
Company HEA 31,399 (12,132) (9,621) (7,117) (11,977)
Total assets BEE 314,867 299,878 1,391 7,012 4,964
Total liabilities mafE ((EXEDN  (383,569) (72,950) (68,950) (59,785)
Net assets/(liabilities) BE/(aE)F8 118,232 (83,691) (71,559) (61,938) (54,821)

-
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