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FINANCIAL HIGHLIGHTS

MEBERE

BUSINESS REVIEW
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FINANCIAL HIGHLIGHTS
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FINANCIAL RESULTS
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Operating Performance REXBRE 2007
(restated)
(HK$’000) (F#x) —TTAF
(&%)

Turnover = 709,331
(Loss)/profit from operations e (BR) R 1,226,497
(Loss)/profit attributable DEE=FEA

to equity holders FEfE (B1R) & F 1,117,837
Net cash (used in)/from operating ~ 4&& %> (FrF),/

activities B8R 303,017
(Loss)/earnings per share — basic ~ &Mk (E#E) /B —HAK HK6.547 centsi& 1l
Financial Position (HK$’000) BRI (FERT)
Net borrowing * EEFEm (275,062)
Net current (liabilities)/assets wE(BaE) EEFE 467,673
Shareholders’ equity 1% B8 & 3,531,707
Net assets per share BREEFE HK20.03 centsi& 1l
Capital expenditure BAEARFEX 13,267
Key Ratios and Data FTELERREE
(Loss)/profit margin B (EBR) SR (170.7%)
Current ratio B b 2 2.3xf3
(Loss)/return on Equity B (E518) | ® (31.7%)

# Cash and cash equivalents less interest-bearing bank loan.
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CHAIRMAN’S STATEMENT
FRHEESE

| am pleased to report the results of the Company and its
subsidiaries (the “Group”) for the year ended 31 December
2008 (the “Year”) to the shareholders.

2008 REVIEW

The Group’s turnover for the Year recorded a decrease of
28.9% to approximately HK$504.2 million (2007: HK$709.3
million). 2008 was a very challenging year especially the
second half of the Year in which the financial tsunami was
wide spreading over the world. The Group’s timber business
had full year’s operation in the Year and the Group had
already invested approximately HK$9.0 million on research
and development in the area of standardized electronic
trading and timber circulation. | believe the Group can enjoy
fruitful rewards in the future from the investment it made
during the Year.

At the end of the Year, the Group possesses about 3.5
million (2007: 3.4 million) cubic meter of timber resources
covering forest land of about 316,000 (2007: 329,000)
Chinese mu mainly in Yunnan and Hebei and about 181.4
(2007: 181.4) Chinese mu manufacturing base located in
Beijing, which is capable of maximizing the use and value of
the timber resources and producing a wide range of timber
products to meet customers’ needs. Due to the recognition
of loss of HK$344.9 million (2007: gain of HK$262.9 million)
from change in fair value less estimated point-of-sale costs
of biological assets and provision for all the tangible assets
of floorboard manufacturing business of HK$287.8 million
(2007: Nil) during the Year, the Group’s timber business had
recorded a loss of HK$759.2 million (2007 (restated): profit of
HK$348.8 million). As the timber business acquired in 2007
cannot meet guaranteed profit during the guaranteed period
for the two years ended 31 December 2008, the Company
will exercise its right to recover the total amount of shortfall
from guaranteed profit of HK$725 million by cancelling of the
restricted convertible note of HK$300 million stakeheld by
the Company and claiming the remaining amount from the
Vendor and guarantors.
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CHAIRMAN’S STATEMENT
TREHEES

During the Year, the Group’s electronic products business
had making a loss of HK$86.2 million (2007: profit of
HK$23.5 million) although the Group had implemented
various measures such as aggressive pricing strategy,
reduction of inventories level and controlling of production
cost etc. This was mainly due to the robust business
environment consequential to the economic recession during
the second half of the Year. The Group will continue to
control the production costs and other appropriate measures
to improve the production efficiency.

The board does not recommend a final dividend for the year
ended 31 December 2008 (2007: Nil).

PROSPECT

Although the performance of the Group’s business has room
to improve and the timber business did not help the Group
in achieving a growth in profit in the Year, | still consider
the timber business has vast potential during the period
of expected economic growth in PRC and it will become a
major revenue growth driver of the Group in the future.

We expect the electronic calculators market will still be very
challenging in 2009. The Group will continue to control the
production costs and implement other appropriate measures
to improve the production efficiency and profitability.

APPRECIATIONS

I would like to thank our management team and staff for their
dedication and hard work during the year end 31 December
2008. Moreover, | would also like to take this opportunity
to thank our shareholders and business partners for their
continuous support.

Lee Chi Kong
Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DN

BUSINESS OVERVIEW

The Group is principally engaged in (i) exploitation and
management of timber resources in the PRC; (ii) research
and development, processing, manufacturing, distribution,
marketing and sales of a wide range of timber products and
(i) manufacturing and sales of electronic calculators and
other electronic products and liquid crystal display units.

During the Year, the Group recorded turnover of HK$504.2
million, down 28.9% compared with approximately HK$709.3
million last year. Owing to the overspreading effect of
financial tsunami over the world during the second half of
the Year, the worldwide economy was contracted and the
business of the Group was badly impaired. The cool down of
property market has caused the demand of logs and wooden
products shrunken. The Group had downsized its production
output of electronic products in reaction to consequential
economic contraction. The Group’s net loss attributable to
shareholders for the Year was HK$639.9 million in contrast
to net profit of HK$1,117.8 million (restated) in last year. For
the timber business, the Group had recognized a decrease
in fair value of biological assets of HK$344.9 million (2007:
increase HK$262.9 million) and made provision on certain
plant and machinery amounted to HK$229.5 million (2007:
Nil) and had recorded a segment loss of approximately
HK$759.2 million (2007 (restated): HK$348.8 million) during
the Year. For the Group’s electronic business, due to the
contraction of business during the second half of the Year,
the Group’s electronic business had incurred a segment loss
of approximately HK$86.2 million (2007: HK$23.5 million).

The Group’s gross profit during the Year recorded
approximately HK$5.3 million, representing a decline of
95.8% compared with approximately HK$127.1 million last
year. Gross profit margin had decreased to 1.0% (2007:
17.9%). This is mainly due to the gross loss from timber
business and higher provision for inventory than last year.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWMRDMN

Timber business

The Group has recorded a turnover of HK$65.9 million
(2007: HK$236.5 million) which mainly arose from the timber
logging and trading. Operating loss from timber business
was HK$759.2 million (2007 (restated): profit of HK$348.8
million). This poor performance is due to the unexpected
reduction in demand of the logs caused by retreat of
property market and weakened construction activities and
the decrease in fair value less estimated point-of-sale costs
of biological assets and the full provision of assets in a
subsidiary of floorboard manufacturing business

Since the selling prices of the logs in the PRC were also
dropped in the second half of the Year, the Group has also
recorded a loss of HK$344.9 million arising from the changes
in fair value less estimated point-of-sale costs of biological
assets in contrast to a gain of HK$262.9 million in last year.
In response to the worldwide financial crisis, major economic
countries in the world had promptly implemented large
scale financial stimulus plans to avoid the risk of economic
recession. Although it is difficult to estimate the timing of
recovering, economic situation of PRC is widely regarded as
stable comparing with other countries. To avoid influential
effect of economic recession from the United States and
European countries, PRC had already implemented a
large scale economic stimulus plans on infrastructure and
domestic demand areas. These measures can stablise
the economy development from which the consumer and
property markets can be benefited so that the demand for
logs and floorboard products recouped.

As explained in above, the economic environment of second
half of the Year is extremely challenging. Turnover from sales
of logs and floorboard products were dropped sharply during
the second half of the Year. Significant depreciation and
interest payment add significant pressure to the operating
performance. The management has adopted cost-saving
measures and invested in new electronic timber trading
platform to diversify the product mix of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DN

Electronic products business

During the Year, the Group’s electronic products business
segment recorded turnover of HK$438.2 million, accounted
for approximately 86.9% of the Group’s turnover, down
7.3% compared with the same segment of approximately
HK$472.8 million last year. The Group’s electronic products
business segment’s operating loss was HK$86.2 million in
contrast to same segment’s operating profit of approximately
HK$23.5 million last year.

The gross profit for electronic products business during
the Year recorded approximately HK$19.0 million (2007:
approximately HK$72.2 million), down 73.7% compared with
last year. Gross profit margin had decreased to 4.3% (2007:
15.3%). During the Year, the Group’s total production output
of electronic calculators and other electronic products had
decreased by approximately 17% compared with last year.
The decline in gross profit margin was mainly due to the fact
that the Group had raised the products selling price generally
during the Year and strengthened the control of production
with an aim of improving the product quality. The Group had
reviewed the products profile and more concentrated on high
profit margin products.

Electronic Calculators

During the Year, the sales of electronic calculators remained
the Group’s significant revenue generator, recording
HK$245.5 million or 48.7% of the Group’s total turnover.
(2007: sales of approximately HK$272.6 million and 38.4% of
the Group's total turnover). The decrease is mainly due to the
Group had scaled down its production.

Other Consumer Electronic Products

During the Year, the sales of multifunctional water resistance
watches and household telephones recorded HK$55.2 million
and HK$63.0 million respectively, contributing 10.9% and
12.5% of the Group’s turnover (2007: sales of multifunctional
water resistance watches and household telephones
were approximately HK$62.8 million and HK$53.4 million
respectively, or 8.9% and 7.5% of the Group’s turnover).
The slightly decrease in sales of multifunctional water
resistance watches was mainly due to decline in demand
whereas increase in household telephones was mainly due
to launching of more new models. The management will
continue to develop more new models of household to
capture more market opportunities.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008

BIEREE

NEERN EEZETERMESED PG
i EE438,200,000/8 7T * 1H =B EEEL
86.9% ' B EF A — 5 EP49I472,800,0007%
TTTIE7.3% - EEEFEMEBH B 2L
2 5518 /586,200,000 70 M EF R/ — 9
B 2 48 & i A Bl 49 523,500,000/ 7T ©

AEERN BEFTEREBHESEER
#719,000,000 L (Z 2 F+F . 4
72,200,000/ 7T ) - B EF T HK73.7% °
EMEFRALE43% (ZTE+ F .
15.83% ) - ANFE  EEEFERKREAM
BETEMIBEEREFT NEN1T% -FE
METREERRNEBRAFEANRER
EBLRIES  ANMRHEE 2=
DU EEREE SEEEHERMES
TEE IR SMBEZER-

EFHEH

REEN HEBTTERNARERZ
T BUZEHOR - $:15245,500,000/8 TT 816G
EEBELETEISTY (Z T thEHE
47 /5272,600,000/8 7Tk (b £ B 482 ¥ 58
38.4% ) - HERR D EEHREBBERE
EERE-

Aty EFHEEdm

AEERN ZHNEHKFERTAE
&h 2 HHE % D Rl £55,200,0005% 7T &
63,000,000/ 7T ' fh £E B & £ %810.9% &
12.5% (ZZ2ZLF : ZWREMHKFHERR
AEEZEEED R4 A62,800,000/8 7T
153,400,000/ 7t M A5 5 B & £ 588.9%
K7.5% ) o % I RE B K F 6k 8 & 58 £ AR0R
DEBHRERTNKAE MK A EEH
EREEMBFEZHRE DL Z AR AT
B EREHEERNEETEZLHARIAE
EARET S -



MANAGEMENT DISCUSSION AND ANALYSIS

EEENWMRDMN

Liquid Crystal Display (“L.CD”)

During the Year, the sale of LCD was HK$38.1 million or
7.6% of the Group’s total turnover (2007: sales of HK$42.2
million or 5.9% of the Group’s turnover). Internal requirement
for LCD was dropped due to downsizing of production
of electronic calculators and external sales were declined
resulting from poor market demand during the second half of
the Year, less TN-LCD and STN-LCD were produced.

Corporate Development

The performance of the timber business acquired by the
Group in 2007 was not performed as expected. According
to the terms and condition of the acquisition, the Vendor,
Superview International Limited, together with other
guarantors had given profit guarantee in respect of the
Green & Good Group Limited (the “Green & Good Group”)
and its subsidiaries that the after tax profits for two financial
years ended 31 December 2008 of not less than HK$300
million. However, the Green & Good Group had recorded
a loss of HK$425 million for the two financial years ended
31 December 2008. The Company will exercise its right
to recover the total amount of loss from the shortfall to
guaranteed profit of HK$725 million by cancellation of the
restricted convertible note of HK$300 million stakeheld by
the Company and claiming the remaining amount from the
Vendor and guarantors.

During the Year, the Group’s electronic products business
had incurred a loss although the Group had implemented
measures such as raising selling price, controlling of
production cost and downsizing of production and adjusting
the product mix emphasising on high profit margin products.
The downturn of electronic products business was mainly
attributable to sharp decrease in market demand for
electronic products in the second half of the Year and soaring
of raw material cost and labour cost. The Group will continue
to implement appropriate measures such as keeping low
inventory level, controlling the cost of production and
improving the production efficiency.

Employees and Remuneration Package

As at 31 December 2008, the Group had approximately
3,700 employees (2007: approximately 4,600 employees).
The decrease in employees was attributable to downsizing
of production and outsourcing of certain labour intensive
production procedures such as assembly. The remuneration
package was based on their work performance, experience
and the industry practice. The Group also participated in
retirement benefits schemes for its staff in Hong Kong and
the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWR DN

Capital Expenditures

During the Year, the Group spent approximately HK$19.3
million (2007: HK$13.3 million) on acquisition of new
production machineries, which was financed by internal cash
resources.

Contingent liabilities

The Group did not have any significant contingent liabilities
as at 31 December 2008 (2007: Nil).

FINANCIAL REVIEW
Liquidity and Finance Resources

During the year, the Group generally financed its operations
with internally generated resources and banking facilities
provided by its principal bankers in Hong Kong and the PRC.
As at 31 December 2008, the Group had approximately
HK$406.8 million interest-bearing borrowings (2007:
HK$413.3 million), of which approximately HK$406.8 million
(2007: HK$406 million) was floating-interest bearing and
denominated in Renminbi with maturity within one year.
The Group’s banking facilities were secured by corporate
guarantees given by certain subsidiaries of the Company.

As at 31 December 2008, the Group’s bank borrowings were
denominated in Renminbi. The Group’s sales and purchases
were either denominated in Renminbi, Hong Kong and US
dollars. Accordingly, the Directors consider the Group has
no significant exposure to foreign exchange fluctuations in
view of the stability of the exchange rates of Renminbi, Hong
Kong and US dollars. During the year, the Group did not use
any financial instrument for hedging the foreign exchange
risk nor. However, for hedging of interest rate risk, the Group
used interest rate swap which could effectively convert the
floating interest rate bank loan to fixed interest rate. There
was no interest rate swap outstanding at 31 December 2008
(2007: approximately HK$6.7 million).

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWMRDMN

As at 31 December 2008, the Group had current assets of
approximately HK$659.6 million (2007 (restated): HK$826.7
million) and current liabilities of approximately HK$788.6
million (2007 (restated): 359.0 million). The Group’s
current ratio had decreased from approximately 2.3 times
(restated) as at 31 December 2007 to approximately 0.8
times as at 31 December 2008. The Group had total assets
of approximately HK$4,122.2 million (2007 (restated):
HK$4,806.2 million) and total liabilities of approximately
HK$788.6 million (2007 (restated): HK$1,274.5 million),
representing a gearing ratio (expressed as total liabilities to
total assets) of approximately 19.1% as at 31 December
2008 as compared with approximately 26.5% (restated) as at
31 December 2007.

Prospects

Despite of the unsatisfactory performance of the timber
business during the Year, the Group had continued to invest
in electronic timber trading platform. In view of the huge
stimulus plan implemented by PRC government and other
major economic countries to avoid economic recession
possibly cause by the financial tsunami, there are ample
opportunities in timber and related business in PRC. The
Group’s investment in the electronic timber trading platform
establishes a solid foundation for future development of the
Group’s integrated timber business.

In achieving the long term goal of development in the area of
timber circulation, the Group will strive to attain integration
of its timber stocks, inventories and other resources through
standardized management within the circulation process
of timber products. The Group had obtained satisfactory
results from the study of standardization in the timber trading
activities in China conducted by the Research Institute of
Wood Industry of the Chinese Academy of Forestry, which
aimed at standardizing timber trading activities in China,
thereby facilitating standardization of the timber trading
market in China. In future, the Group will identify and make
investments in or form partnerships with such trading
channels with leading status in the PRC.

For the electronic manufacturing business, the Group will
continue to control the production costs and implement other
appropriate measures to improve the production efficiency
and profitability. Furthermore, the Group will closely monitor
the market condition of electronic consumer products to
explore new market opportunities.
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The directors are pleased to present their report and the
audited financial statements of the Company and the Group
for the year ended 31 December 2008.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of the principal subsidiaries
are set out in note 20 to the financial statements.

There were no significant changes in the nature of the
Group’s principal activities during the year.

RESULTS AND DIVIDEND

The Group’s results for the year ended 31 December 2008
and the state of affairs of the Company and the Group at that
date are set out in the financial statements on pages 39 to
128.

The directors do not recommend the payment of a final
dividend for the year ended 31 December 2008.
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FINANCIAL INFORMATION SUMMARY

The following is a summary of the published combined/
consolidated results and assets and liabilities of the Group
for the five years ended 31 December 2004, 2005, 2006,
2007 and 2008 prepared on the basis set out in the note

MBENRE

AThAEERZ-"TTWNE —ZTH
£ -FEAF —EELEFR-FEN
F+-B=+—BLAFZETBEH
GAXERAERABIEE RREE

below: HR T X K7
Results ¥E
Year ended 31 December
BZ+-A=1-HLEE
2008 2007 2006 2005 2004
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(restated) (restated)
ZEEN\E —TTLF —TTRFE —TTHE —TTNF
TER FTEL TAET TET TET
(Z751) (E31)
TURNOVER e 504,159 709,331 489,325 515,877 486,779
(LOSS)/PROFIT FROM OPERATIONS &% (f518) /%7 (838,830) 1,226,497 (20,879) 46,033 89,965
FINANCE COSTS LIE 3% (40,336) (11,338) (4,419) (2,609) (567)
(LOSS)/PROFIT BEFORE TAX BRBLAT (BE) /%A (879,166) 1,215,159 (25,298) 43,424 89,398
INCOME TAX EXPENSES FrEsmx (2,478) (4,586) (1,069) (3,749) 9,356
(881,644) 1,210,573 (26,367) 39,675 98,754
MINORITY INTERESTS LPYRRER 241,763 (92,736) = - -
(LOSS)/PROFIT FOR THE YEAR DRAEREEA
ATTRIBUTABLE TO EQUITY EELAE (FE)/
HOLDERS OF THE COMPANY Al (639,881) 1,117,837 (26,367) 39,675 98,754
Assets and liabilities BEERERE
At 31 December
R+=B=+-H
2008 2007 2006 2005 2004
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
(restated) (restated)
“EEN\E -—TTLF —TTRF —TTHE —TITNF
TER FTEL TET TEL TEL
(E75) (E5)
NON-CURRENT ASSETS kRBEE 3,462,584 3,979,495 237,428 252,949 209,527
CURRENT ASSETS RBEE 659,567 826,715 346,375 347,070 300,595
TOTAL ASSETS BEE 4,122,151 4,806,210 583,803 600,019 510,122
CURRENT LIABILITIES TBEE 788,596 359,042 163,138 192,077 150,806
NON-CURRENT LIABILITIES kRBAE - 915,461 16,667 50,000 37,500
TOTAL LIABILITIES Bag 788,596 1,274,503 179,805 242,077 188,306
3,333,555 3,531,707 403,998 357,942 321,816
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and
equipment during the year are set out in note 18 to the
financial statements.

SHARE CAPITAL, SHARE OPTIONS AND
WARRANTS

Details of movements in the Company’s share capital,
share options and warrants during the year, together with
the reasons therefor, are set out in notes 29 and 30 to the
financial statements.

CONVERTIBLE NOTE

Details of movements in the Company’s convertible notes
during the year and subsequent thereto are set out in note
32 to the financial statements.

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

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

RESERVES

Details of movements in the reserves of the Company and
the Group during the year are set out in note 31 to the
financial statements and in the consolidated statement of
changes in equity, respectively.
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DISTRIBUTABLE RESERVES

At 31 December 2008, the Company’s reserves
available for distribution, calculated in accordance with
the Companies Law (Revised) of the Cayman Islands,
amounted to HK$1,291,229,000 (2007: HK$894,528,000
as retrospectively restated, HK$924,578,000 (as previously
reported)). This includes the Company’s share premium
account in the amount of HK$1,212,844,000 (2007:
HK$748,927,000) as at 31 December 2008, which may be
distributed, provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall
due in the ordinary course of business. The Company’s share
premium account may also be distributed in the form of fully
paid bonus shares.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, our largest customer accounted for
13% (2007: 34%) of turnover. The five largest customers
comprised 37% (2007: 52%) of the Group's total sales.

For the years 2007 and 2008, purchases from the Group’s

five largest suppliers accounted for less than 30% of the
Group'’s total purchases.

DIRECTORS

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

Executive directors

Mr. Lam Ping Kei (resigned on 17 February 2009)

(Chairman)
Mr. Lee Chi Kong (appointed on 10 February 2009
(Chairman) as Vice-Chairman
and re-designated as Chairman
on 17 February 2009)
Mr. Li Jun (resigned on 10 February 2009)
(Vice-Chairman)
Mr. Jing Bin
(Chief Executive Officer)
Mr. Law Wai Fai

Mr. Cheng Man For

o] 15 7 I i

R-EBEENF+_A=+—H REHA
EHERAE (KB E 2R A
HoOIR 2 A1,291,229,0005 7T (
ZE T L F B E5I894,528,000/8
JC ' 924,578,000/ 7t (M AT 27%1) ) °
ARSEREEEER-_ZEZNF+=
)EJ +_E|/_\771ﬁ/\/)—§ZHXfﬁ/ﬁﬁﬁ
71,212,844,0008 L ( — T L&
748,927,000/ 7T ) + MR EpE#EK AL B B
BHif& RNRIZEBREENENBBEKBES
EIHAFE (S 2 B 75 o 2 B Z B 1935 (B 7R AT LA
BRAKRARXNDIR

TEFEFRHER

ERN EEZRATEREEFEIZ% (=
TBRLFE :34%) - AANBPHEE 2 a5
EHEI7T% ( —TTLF:152%) °

R-ZZLER_TTN\F - RKEEEHE
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30% °
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Independent non-executive directors

Mr. Chan Chi Yuen
Mr. Wong Yun Kuen
Mr. Qiu Ji Zhi (resigned on 19 August 2008)

Mr. Zhu Guang Qian (appointed on 19 August 2008)

In accordance with the Company’s articles of association,
Mr. Wong Yun Kuen will retire by rotation and, being eligible,
offer himself for re-election at the forthcoming annual general
meeting.

In accordance with the Company’s articles of association,
Mr. Lee Chi Kong and Mr. Zhu Guang Qian will retire
and, being eligible, offer themselves for re-election at the
forthcoming annual general meeting.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 31 to
34 of the annual report.

DIRECTORS’ SERVICE CONTRACTS

All executive directors have entered into service contracts
with the Company for a term of two to three years. These
service contracts continue thereafter until terminated by
either party giving not less than three months’ notice in
writing to the other party.

Except for Mr. Zhu Guang Qian who have entered into a
service contract with the Company for a term of one year,
other independent non-executive directors have not been
appointed for a specific term. Save as disclosed above, no
director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company
which is not determinable by the Company within one year
without payment of compensation, other than statutory
compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

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

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS OR SHORT POSITIONS IN
SHARES AND SHARE OPTIONS

As at 31 December 2008, the interests of the directors and
chief executives of the Company in the shares and share
options of the Company or its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”), as recorded in the register kept
by the Company pursuant to section 352 of the SFO or
otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) pursuant to
the Model Code for Securities Transactions by Directors of
Listed Companies were as follows:

Long position

(a) Ordinary shares of HK$0.01 each of the Company

Name of Directors Capacity

EENSR &4

EE2E0RR

I A B EL ] BB 1 B A AR Bl A ]
BRI &R AR ESNERERKER
BEEAERZERGH -

EERFTETHARNKRAD R
BRECEZIAXR

R-BEENE+-_A=+—B AFESE
MEBITHRABERARKEBE AR (1R
BENBEEG ([FBERBEEN])FE
XVEE R ) 2B h RERERER AL A
NERFEH M EKRAIEINRIEMTFE 2
ZRMERE LT AR ERETEER S
ZZEFARARMNEBHERSHAR
ARl ([BRFT)BEHBMZES AR
OIS

"R
(@) R EIEKEEO.01E T BER

Number of issued Percentage of the issued
ordinary shares held
FFERTEERYE

share capital

HEBRTRABDL

Mr. Lam Ping Kei Held by controlled

corporation (Note)

3,5610,000,000 14,97%

PR A AXEHEEEE
(BF&E)
(b) Share options b) HBEERE
Percentage of
Number of Number of the issued
Name of directors Capacity Options held underlying shares share capital
HEBTRA
EEpng g0 FREBREHE HERGHE Aot
Mr. Lam Ping Kei Beneficial owner 20,000,000 20,000,000 0.09%
MPETE ERBBEA
Mr. Li Jun Beneficial owner 95,000,000 95,000,000 0.41%
FIBAELE BERERA
Mr. Jing Bin Beneficial owner 95,000,000 95,000,000 0.41%
SAEARE ERfBEA
Mr. Cheng Man For Beneficial owner 70,000,000 70,000,000 0.30%
BT RFSE & ERERA
Mr. Law Wai Fai Beneficial owner 6,000,000 6,000,000 0.03%
BEELELE ERBBEA
286,000,000 286,000,000 1.24%
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Note:

These ordinary shares are owned by Super Giant Assets
Limited (“Super Giant”), a company incorporated in the British
Virgin Islands (the “BVI”). The entire issued share capital of
Super Giant is beneficially owned by Mr. Lam Ping Kei.

Save as disclosed above, none of the other directors, chief
executives and 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) as at 31 December 2008.

SHARE OPTION SCHEME

Particulars of the Company’s share option scheme are set
out in note 30 to the financial statements.

DIRECTORS’ RIGHT TO ACQUIRE
SHARES OR DEBENTURES

Save as disclosed under the heading “Directors and chief
executive’s interests or short positions in shares and share
options” and “Share option scheme” above, at no time
during the year were rights to acquire benefits by means of
the acquisition of shares in or debentures of the Company
granted to any director or their respective spouse or minor
children, or were any such rights exercised by them; or
was the Company or any of its subsidiaries a party to any
arrangement to enable the directors to acquire such rights in
any other body corporate.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2008, 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
executive, the following shareholders had notified the
Company of the relevant interests in the issued share capital
of the Company.
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Long positions

Ordinary shares of HK$0.01 each of the Company

wr

AR ZREEO0.01E T

BB

Number of Percentage of
Number of Underlying shares the issued
issued ordinary (convertible share capital of
Name of shareholders Capacity shares held notes) held the Company
Fr 5 18 BA AR 45 HATE#T
REAR 56 FEERRHE (THERER)HE BREAZBED L
Super Giant Assets Beneficial owner 3,510,000,000 - 14.97%
Limited (Note 1)
(HfEE1) EmEA A
Superview International Beneficial owner 10,000,000 CRSCERSCERe e 14.26%
Limited (Note 2)
ER B AR AR EmEA A
(HfE2)
Mr. Yiu Yat On (Note 3) Interest of controlled 10,000,000 3,333,333,333 14.26%

ki e (KIRES)

Note:

corporation
REHEEE R

These ordinary shares are owned by Super Giant Assets
Limited (“Super Giant”), a company incorporated in the British
Virgin Islands (the “BVI”). The entire issued share capital of
Super Giant is beneficially owned by Mr. Lam Ping Kei.

Superview International Limited is a company incorporated in
the British Virgin Islands. It is 56% owned by Mr. Yiu Yat On.

Mr. Yiu Yat On owns 56% of Superview International Limited.
Accordingly, Mr. Yiu Yat On was deemed to be interested in
10,000,000 shares and 3,333,333,333 underlying shares held

by Superview International Limited.

Other than as disclosed above, the Company has not been
notified of any other interests or short position in the issued
share capital of the Company as at 31 December 2008.

1. WESETERTTHABEZHES ([REBE
ZES]) ML 2 A FlSuper Giant
Assets Limited ([Super Giant ) # & °
Super GiantZ 2 282 1T A Jh PR &

TEBRER-

2. BREBRARAAANRBEZESTE
M AR AF -k R L EEHWE

56% °

3. RLELEMBHBEREEERAAS6% -
At kit =AW B EHREBEHR
BB R A B FT#10,000,0000% & 7 &
3,333,333,333/% 18 B A% 15 K hE 5 o

B EXATIRBEE N R

—PENFF=A

=t—R BEEMEATRARSETR
ARBEAEAERIORR
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DIRECTORS’ INTERESTS IN A
COMPETING BUSINESS

No director had interests in a business which competes
or is likely to compete, either directly or indirectly, with the
businesses of the Group, as defined in the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), during the year and up to
the date of this report.

PURCHASE, SALE OR REDEMPTION OF
LISTED SECURITIES OF THE COMPANY

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

PUBLIC FLOAT

Based on the information that is publicity available to the
Company and within the knowledge of the Directors, as at
the date of this report, there is sufficient public float of not
less than 25% of the Company’s issued shares as required
by the Listing Rules.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent
non-executive directors an annual confirmation of
independence pursuant to Rule 3.13 of Listing Rule and
considers all the independent non-executive directors to be
independent.

INDEPENDENT AUDITOR

The consolidated financial statements for the year ended
31 December 2008 have been audited by Lo and Kwong
C.P.A. Company Limited who retire and, being eligible, offer
themselves for re-appointment. A resolution to this effect will
be proposed at the forthcoming annual general meeting.

On behalf of the Board

Lee Chi Kong
Chairman

Hong Kong
27 April 2009
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BOARD OF DIRECTORS

Executive Directors

LEE Chi Kong (Chairman)

JING Bin (Chief Executive Officer)
LAW Wai Fai

CHENG Man For

Independent Non-executive Directors

CHAN Chi Yuen
WONG Yun Kuen
ZHU Guang Qian

MEMBERS OF AUDIT COMMITTEE

CHAN Chi Yuen
WONG Yun Kuen
ZHU Guang Qian

MEMBERS OF REMUNERATION
COMMITTEE

CHAN Chi Yuen
WONG Yun Kuen
ZHU Guang Qian

MEMBERS OF NOMINATION
COMMITTEE

CHAN Chi Yuen
WONG Yun Kuen
ZHU Guang Qian

REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands
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HEAD OFFICE AND PRINCIPAL PLACE
OF BUSINESS

Units 2804-2806, 28th Floor
China Merchants Tower,

Shun Tak Centre,

168-200 Connaught Road Central
Hong Kong

COMPANY SECRETARY

CHENG Man For

PRINCIPAL BANKERS

Hong Kong

Bank of China (Hong Kong) Limited
The Hongkong and Shanghai Banking Corporation Limited
Chiyu Banking Corporation Limited

The PRC

Industrial and Commercial Bank of China
China Construction Bank

Agricultural Bank of China

Beijing Rural Commercial Bank

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Bank of Bermuda (Cayman) Limited
P.O. Box 513 GT

Strathvale House

North Church Street

George Town

Grand Cayman

Cayman Islands

British West Indies
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HONG KONG BRANCH SHARE
REGISTRAR AND TRANSFER OFFICE

Tricor Tengis Limited
26/F Tesbury Centre
28 Queen’s Road East
Hong Kong

AUDITORS

Lo and Kwong C.P.A. Company Limited
Suite 1304, 13/F,,

Shanghai Industrial Investment Building,

60 Hennessy Road, Wanchai
Hong Kong
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CORPORATE GOVERNANCE REPORT

CEEARE

The board of directors (“Board”) is committed to maintaining
statutory and regulatory standards and adherence to
the principles of corporate governance with emphasis
on transparency, independence, accountability and
responsibility. The Board reviews its corporate governance
practices from time to time in order to meet the rising
expectations of shareholders and comply with increasingly
stringent regulatory requirements, and to fulfill its
commitment to excellence in corporate governance.

The Code on Corporate Governance Practices (“CGP Code”)
issued by The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) in its Rules Governing the Listing of Securities
on the Stock Exchange (“Listing Rules”) sets out two levels
of corporate governance practices, namely, mandatory code
provisions that a listed company must comply with or explain
its non-compliance, and recommended best practices that
listed companies are encouraged to comply with but need
not disclose in the case of non-compliance. The Company
is in compliance with the mandatory code provisions of the
CGP Code, save for the deviations discussed below.

BOARD OF DIRECTORS

The Board is charged with providing effective and
responsible leadership for the Company. The directors,
individually and collectively, must act in good faith in the best
interests of the Company and its shareholders. The Board
comprises four Executive Directors and three Independent
Non-executive Directors. The Board has appointed served
Board Committees to oversee different areas of the
Company’s affairs. The composition of the Board and the
Board Committees are given below and their respective
responsibilities are discussed in this report. The number
of full Board Meetings and Committee Meetings attended
by each Director during the year under review is set out in
the following table. Figure in brackets indicates maximum
number of meetings in the period in which the individual was
a Board Member or Committee Member (as the case may
be).
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Full Audit Remuneration Nomination
Board Committee Committee Committee
Name of Directors Note Meetings Meetings Meetings Meetings
28 B = B =&
Exg ZE® Z88 Z88
EEHR k=2 =E =f =f =f
Executive Directors
HITEE
LEE Chi Kong (Chairman) 1 N/A N/A N/A N/A
AR (FE) i F A N iE A i
LAM Ping Kei 2 0/15 N/A N/A N/A
MR E T iE A i A TEA
LI Jun & 11/15 N/A N/A N/A
15 T iEMA T iE A TEA
JING Bin (CEO) 13/15 N/A N/A N/A
5B (TTHAAZR) T iE M TiEA TEA
LAW Wai Fai 15/15 2/2 N/A N/A
ERE TiE A T iE A
CHENG Man For 4 15/15 2/2 N/A N/A
B3t A i
Independent
Non-executive Directors
BIUFHTES
CHAN Chi Yuen 5/15 2/2 1/1 1/1
PR R
WONG Yun Kuen 5/15 2/2 1/1 1/1
=ERE
QUI Ji Zhi 5 2/15 1/2 0/1 0/1
B4R
ZHU Guang Qian 6 2/15 1/2 0/1 0/1
KILEI
Notes: B &E
1. Appointed on 10 February 2009 as Vice-Chairman and 1. RIZZEZENF_AT+HEZEARIEER
re-designated as Chairman on 17 February 2009. RZZFZAF-_A+EAATEERE-
2. Resigned on 17 February 2009. 2. RZZEThF-A+EBET-
3. Resigned on 10 February 2009. 3. RIZZEZhF_A+HBE-
4. Attended as secretary of committee, except in Board meetings 4. FNEZZEGREZESGWE ERES
he played the dual roles as Director and Secretary. gLAIRKETEERWE-
5. Resigned on 19 August 2008. 5. RZZEZENFNATLBET-
6.  Appointed on 19 August 2008. 6. RZZTETZNFNATIBEZE-
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The Board members have no financial, business, family or
other material/relevant relationships with each other. Each of
the Independent Non-executive Directors have confirmed in
writing their independence from the Company in accordance
with the guidelines on director independence of the Listing
Rules. On this basis, the Company considers all such
Directors to be independent.

Biographical details of the Directors of the Company as at
the date of this report are set out on pages 31 to 34 of this
annual report. Given the composition of the Board and the
skills, knowledge and expertise of the Director, the Board
believes that it is appropriately structured to provide sufficient
checks and balances to protect the interests of the Group
and the shareholders. The Board will review its composition
regularly to ensure that it has the appropriate balance of
expertise, skills and experience to continue to effectively
oversee the business of the Company.

The Directors are remunerated with reference to their
respective duties and responsibility with the Company,
the Company’s performance and current market situation.
Details of emoluments of the Directors from the Group for the
year are disclosed in Note 10 to the financial statements.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

The appointment of new Directors is recommended by
the Nomination Committee. The Board will then take into
account criteria such as expertise, experience, integrity and
commitment when considering a new appointment.

In accordance with the Articles of Association of the
Company (“Articles”), all Directors (except the Chairman,
Deputy Chairman, Managing Director or Joint Managing
Director) are subject to retirement by rotation and re-election
at annual general meetings of the Company. New Directors
appointed by the Board during the year are required to retire
and submit themselves for re-election at the first annual
general meeting immediately following their appointments.
Further, at each annual general meeting, one-third of
the Directors (excluding the Chairman Deputy Chairman,
Managing Director or Joint Managing Director), or, if their
number is not a multiple of three, then the number nearest to
but not exceeding one-third are required to retire from office.
Out of the seven directors, six of them (except the Chairman)
are subject to retirement by rotation.
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The existing Articles governing the retirement of Directors
deviate from the CGP Code provisions in the following
aspects: (i) unlike the other Directors, the Chairman, Deputy
Chairman, Managing Director or Joint Managing Director
is not subject to retirement by rotation; (i) new Directors
appointed to fill casual vacancies are subject to election by
shareholders at the first annual general meeting instead of
the first general meeting after their appointments; and (iii)
the Directors who are subject to retirement by rotation are
not explicitly subject to retirement at least once every three
years. The Board will review the above-mentioned practice
from time to time and consider amending the Articles when
necessary.

TERM OF OFFICE OF NON-EXECUTIVE
DIRECTORS

The Company has not complied with code provision A.4.1
that requires non-executive directors should be appointed for
a specific term and subject to re-election. Currently, there are
no service contracts entered into between the Company and
two Independent Non-executive Directors and they have no
fixed term of office with the Company. In accordance with the
Article, all Independent Non-executive Directors are subject
to retirement by rotation. Also, new Independent Non-
executive Directors appointed by the Board during the year
are required to retire and submit themselves for re-election
at the first annual general meeting immediately following
their appointments. As such, the Company considers that
sufficient measures have been taken to serve the purpose of
this code provision.

AUDIT COMMITTEE

The Audit Committee comprises all of the three Independent
Non-executive Directors and is chaired by Mr. Chan Chi
Yuen, who possesses extensive accounting experience
in financial and commercial sectors. It is responsible for
appointment of external auditors, review of the Group’s
financial information and oversight of the Group’s financial
reporting system and internal control procedures. The
Committee is also responsible for reviewing the interim and
final results of the Group prior to recommending them to
the Board for approval. It meets regularly to review financial
reporting and internal control matters and to this end has
unrestricted access to personnel, records and external
auditors and senior management.
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The Committee has specific written terms of reference
which are of no less exacting terms than those stipulated
in code provision. In 2008, the Audit Committee held two
meetings. At the meetings, it reviewed the final results for
the year ended 31st December 2007 and the interim results
for the six months ended 30th June 2008 respectively. It
also reviewed the Company’s progress in implementing the
corporate governance requirements as set out in the CGP
Code.

REMUNERATION COMMITTEE

The Remuneration Committee, composed of all three
Independent Non-executive Directors, is responsible for
reviewing and determining the compensation and benefits
of the Directors and senior management. The committee
members elect one of them to take the chair at the
commencement of each meeting. The Committee has
specific written terms of reference which are of no less
exacting terms than those stipulated in code provision.
In 2008, the Committee has held one meeting with full
attendance.

NOMINATION COMMITTEE

The Nomination Committee, composed of all three
Independent Non-executive Directors, is responsible for
reviewing and making recommendation to the Board on
matters relating to the Board structure and appointment
and re-appointment of Directors. The committee members
elect one of them to take the chair at the commencement
of each meeting. The Committee has specific written terms
of reference which are of no less exacting terms than those
stipulated in code provision. In 2008, the Committee has
held one meeting with full attendance.
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DIRECTORS’ RESPONSIBILITY FOR
THE FINANCIAL STATEMENTS

The Directors are responsible for overseeing the preparation
of financial statements for each financial period with a view
to ensuring such financial statements give a true and fair
view of the state of affairs of the Group and of the results
and cash flow for that period. The Company’s financial
statements are prepared in accordance with all relevant
statutory requirements and applicable accounting standards.
The Directors are responsible for ensuring that appropriate
accounting policies are selected and applied consistently;
and that judgments and estimates made are prudent and
reasonable.

INTERNAL CONTROL

The Board has overall responsibilities for maintaining a
sound and effective internal control system of the Group.
The Group’s system of internal control includes a defined
management structure with limits of authority, safeguard
its assets against unauthorized use or disposition, ensure
the maintenance of proper accounting records for the
provision of reliable financial information for internal use or for
publication, and ensure compliance with relevant laws and
regulations. The system is designed to provide reasonable
assurance against material misstatement or loss, and to
oversee the Group’s operational systems for the achievement
of the Group’s business objectives.

During the year 31 December 2008, the Board had
conducted a review on the effectiveness of the Group's
material internal controls in areas of financial and operational
functions, risk management and regulatory compliance. The
Board considered the Group has effective internal control
system. Nevertheless, the Board continues to improve
the internal control system through periodic review and
recommendation from external auditors identified from their
process of audit.
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AUDITORS’ REMUNERATION

The remuneration to the external auditors in relation to their
audit and non-audit services provided to the Group for
the financial year ended 31 December 2008 amounted to
HK$1,100,000 (2007: HK$1,600,000) and HK$Nil (2007:
HK$NIl) respectively. The responsibilities of the auditors with
respect to financial reporting are set out in the section of
“Independent Auditor’s Report” on pages 35 to 38.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Companies (“Model
Code”) as set out in Appendix 10 to the Listing Rules. The
Company has made specific enquiry to all Directors regarding
any non-compliance with the Model Code during the year
and they all confirmed that they have fully complied with the
required standard set out in the Model Code. The Company
is considering adopting a code of conduct governing
securities transactions with terms no less exacting than
that required by the Listing Rules by employees who may
possess or have access to price sensitive information.

COMMUNICATION WITH
SHAREHOLDERS

The Company attaches great priority to establishing effective
communications with its shareholders and investors. In
an effort to enhance such communications, the Company
provides information relating to the Company and its
business in its interim and annual reports. The Company
regards its Annual General Meeting as an opportunity
for direct communications between the Board and its
shareholders. All Directors, senior management and external
auditors make an effort to attend the Annual General
Meeting to address shareholders’ queries. The Company
also responds to requests for information and queries from
the shareholders and investors and welcomes the views of
shareholders on matters affecting the Group and encourages
them to attend shareholders’ meetings to communicate any
concerns they might have with the Board or management
direct.
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DIRECTORS

Executive Director

Mr. LEE Chi Kong, aged 60, is the chairman of the
Company and an executive director. Mr. Lee has over 25
years of experience in sales, marketing and management
of U.S. high technology companies operating in Greater
China and Asia. He was the founder and managing director
of the Greater China Headquarters of Apollo Computer Inc
and Silicon Graphics Inc, both were U.S. listed companies,
instrumental in upgrading the design and manufacturing
knowhow of various industries in China, including that of
electronics, machinery, power and energy, construction
and light industry. Mr. Lee has devoted 10 years in advising
Chinese and global corporations in creative marketing,
business development and strategic alliance. He was
the president of Hong Kong Toastmasters Club, founder
and president of New Experience Toastmasters Club, a
communications and leadership programme to train young
people, and co-founder of China Windmill Foundation,
a charity programme to provide clean water to poor
farming villages and the temporary shelters at the Sichuan
Earthquake Zone.

Mr. JING Bin, aged 40, is an executive Director and Chief
Executive Officer of the Company. Mr. Jing has over 10
years of experience in finance, investment and corporate
management. He has worked in large-scale corporations
such as Bank of China before, and has extensive experience
in strategic development, business development, reform
management. Mr. Jing was invited to become a member of
the topic “Assessment and Transaction of Forest Resources
and Assets”(ZMEREEFIFELZ 5) in State Forestry
Administration. With his practices and experience in
corporations, his opinion was valuable and directional to
setting up a systematic and scientific assessment system for
forest resources in Asia, an efficient forest assets transaction
market and for the modern forestry corporation.
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Mr. LAW Wai Fai, aged 40, is an executive Director. He is
responsible for the Group’s financial management. Mr. Law
holds a master of Business Administration degree from the
Hong Kong Polytechnic University and a bachelor’s degree
in Accountancy from the City University of Hong Kong. He is
also a member of the Hong Kong Institute of Certified Public
Accountants and a member of the Institute of Chartered
Accountants in England and Wales. Prior to joining the
Group in July 2000, Mr. Law has worked in two multinational
accounting firms. He possesses extensive experience and
knowledge in financial management. Mr. Law is currently
an independent non-executive director of Wonderful World
Holdings Limited a Company listed on The Stock Exchange
of Hong Kong Limited.

Mr. CHENG Man For, aged 44, is an executive Director
and company secretary of the Company. Mr. Cheng is a
fellow member of the Association of Chartered Certified
Accountants, an associate member of the Hong Kong
Institute of Certified Public Accountants, an associate
member of Institute of Chartered Secretaries and
Administrators and an associate member of Hong Kong
Institute of Chartered Secretaries. He has obtained a Master
of Business Administration from Macquarie University of
Sydney, Australia. Mr. Cheng has worked as chief financial
officer, company secretary and financial controller of
companies whose shares are listed on The Stock Exchange
of Hong Kong Limited with extensive experience in finance,
investment, corporate management and company secretarial
practice.

Independent non-executive Directors

Dr. WONG Yun Kuen, aged 51, is an independent
non-executive director of the Company, received his Ph.D.
degree from Harvard University, and was “Distinguished
Visiting Scholar” in finance at the Wharton School of the
University of Pennsylvania and a consultant at AIG Financial
Products Corp. of USA. Dr. Wong has extensive experience
in corporate finance, investment and derivative products.
In addition, Dr. Wong was a consultant to a supercomputer
firm on application software, and has participated in the
development of e-commerce software and platforms. He
is a member of Hong Kong Securities Institute. Dr. Wong
is an executive director of UBA Investments Limited, and
independent non-executive director of Harmony Asset
Limited, Grand Field Group Holdings Limited, Challenger
Group Holdings Limited, Poly Investments Holdings Limited,
Bauhaus International (Holdings) Limited and Golden Resort
Limited. Dr. Wong was also a former independent non-
executive director of Haywood Investment Limited from 8
June 1998 to 7 July 2005.
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Mr. CHAN Chi Yuen, aged 42, is an independent
nonexecutive Director of the Company, holds a bachelor
degree with honours in Business Administration and a master
of science degree in Corporate Governance and Directorship.
He is a fellow member of The Hong Kong Institute of Certified
Public Accountants and The Association of Chartered
Certified Accountants and is an associate member of The
Institute of Chartered Accountants in England and Wales.
Mr. Chan is a practising certified public accountant and has
extensive experience in financial management, corporate
finance and corporate governance. Mr. Chan is currently
an executive director of A-Max Holdings Limited, Kong
Sun Holdings Limited and Prosticks International Holdings
Limited and an independent non-executive director of China
Sciences Conservational Power Limited, Hong Kong Health
Check and Laboratory Holdings Company Limited and
Premium Land Limited. Mr. Chan was an executive director
of New Times Group Holdings Limited since 10 May 2006
and was re-designated as a non-executive director from 25
October 2006 onwards. He was also an independent non-
executive director of Golden Resorts Group Limited from 17
September 2004 to 28 October 2005.

Mr. ZHU Guang Qian, aged 68, is an independent non-
executive director of the Company. Mr. Zhu currently
the chairman of China Timber Distribution Association
and deputy vice-chairman of Chinese Society of Wood
Industry. Mr. Zhu Guang Qian graduated from Beijing
Forestry College in 1965. He has accumulated more than
40 years of experience in the timber industry. Previously,
he acted as chairman and deputy director general of the
competent authorities for important means of production
of China, namely Ministry of Material Supplies, Ministry of
Internal Trade and Internal Trade Bureau, where he was
mainly responsible for the policy formulation, planning and
management of the trade flows for timber and building
materials nationwide; involved in or led the analysis in
respect of the formulation of the mid to long term balanced
development planning for national timber and the then timber
allocation plan, timber related regulations as well as the
national timber market.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EEREREEREGN

SENIOR MANAGEMENT

Mr. XIE Zhan Si, aged 38, is the deputy general manager of
the Group. He is responsible for the production of electronic
products. Mr. Xie graduated from Hunan Urban Construction
College in 1990, specialising in electrical automation.
Prior to joining the Group in 2004, Mr. Xie has over 13
years experience in LCD development, quality control and
administration.

Mr. HUANG Ming Hui, aged 38, is the research and
development manager of the Group. He is responsible for the
research and development of new products and molds. Mr.
Huang joined the Group in July 1992 and has over 18 years
of experience in the field of research and development of
electronic products.

Mr. LIN Yu Hui, aged 46, is the factory manager of flexible
Printed Circuit Board (“PCB”) production of the Group. He is
responsible for conducting researches on flexible PCB and
electric conducting paper. Mr. Lin holds a bachelor’s degree
in Wireless Engineering from the University of Fuzhou. He
joined the Group in August 1992 and has over 16 years of
experience in the research and development of technology
for flexible PCB and electronic conducting paper.

Mr. LIN Guo Fei, aged 39, is the engineer of the LCDs
plant of the Group. He joined the Group in February 1998
is responsible for LCDs quality control. Mr. Lin holds a
bachelor’s degree in Chemistry from the University of Fuzhou
and has over 11 years of experience in LCD technology.
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INDEPENDENT AUDITOR’S REPORT

BYUBRBEMBES

LO AND KWONG C.P.A. COMPANY LIMITED

Ay T S /A

TO THE SHAREHOLDERS OF
SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED
(INCORPORATED IN THE CAYMAN ISLANDS WITH LIMITED LIABILITY)

We have audited the consolidated financial statements of
Superb Summit International Timber Company Limited (the
“Company”) and its subsidiaries (collectively referred to as
the “Group”) set out on pages 39 to 128, which comprise
the consolidated and Company balance sheets as at 31
December, 2008, and the consolidated income statement,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended,
and a summary of significant accounting policies and other
explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the
Hong Kong Institute of Certified Public Accountants and
the disclosure requirements of the Hong Kong Companies
Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of consolidated
financial statements that are free from material misstatement,
whether due to fraud or error, selecting and applying
appropriate accounting policies, and making accounting
estimates that are reasonable in the circumstances.

AUDITOR’S RESPONSIBILITY

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

Except for the limitation in the scope of our work as
explained below, we conducted our audit in accordance with
Hong Kong Standards on Auditing issued by the Hong Kong
Institute of Certified Public Accountants.
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INDEPENDENT AUDITOR’S REPORT

VR HRESE

Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain
reasonable assurance as to 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 Group’s preparation and true and
fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’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.

Basis for disclaimer opinion

Scope limitation — recoverability of amount due from a
shareholder of minority interests

In respect of the amount due from a shareholder of
minority interests with a carrying amount of approximately
HK$325,111,000 as at 31 December 2008, in the absence
of sufficient evidence available for our inspection, we have
not been able to verify its recoverability. There were no
alternative satisfactory audit procedures that we could adopt
to obtain adequate assurance regarding the above issue.
Any adjustment to the figures may have a consequential
significant effect on the result for the period and net assets at
the balance sheet date.
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INDEPENDENT AUDITOR’S REPORT

BYUBRBEMBES

In forming our opinion, we have considered the adequacy of
the disclosures made in the consolidated financial statements
concerning the basis of preparation of the consolidated
financial statements made by the directors. The Group had a
net operating cash outflow of approximately HK$1,713,000
and recorded a loss of approximately HK$881,644,000 for
the year ended 31 December 2008 and, as at that date,
the Group’s current liabilities exceeded its current assets by
approximately HK$129,029,000 and the Group had defaulted
payment of bank loan of approximately HK$40,678,000.

Notwithstanding the above, the consolidated financial
statements have been prepared on a going concern basis,
which depends upon the success of the measures to
improve the Group’s profitability and cash flows, including,
to obtain financing from other resources, to secure the
necessary facilities from its existing bankers, and to assess
the worst impacts arising from the failure of repayment of
certain bank loans. The consolidated financial statements do
not include any adjustments that might be necessary should
the implementation of such measures become unsuccessful.
Details of the circumstances relating to this fundamental
uncertainty are described in note 2 to the consolidated
financial statements.

Although disclosures have been made, we consider that
there exist certain extreme inherent uncertainties, including
but not limited to, the following matters surrounding the
circumstances under which the Group might successfully
continue to adopt the going concern basis.

At the balance sheet date, a subsidiary of the Group,
trz = AHIMEIEEBR A, had bank loans totaling
approximately HK$ 406,780,000 (i.e. RMB 360,000,000)
guaranteed by a third party of which another subsidiary of
the Group, Leeka Wood Company Limited (‘Leeka Wood),
had counter-guaranteed to the third party for the captioned
bank loan, in which the maturity date of the first and second
installment totaling approximately HK$ 40,678,000 (i.e. RMB
36,000,000) had been expired without settlement. Also, the
third installment amounting approximately HK$ 40,678,000
(i.,e. RMB 36,000,000) had been defaulted subsequent to
31 December 2008. Up to the date of this report, the Group
had settled the first and second installment interests but
had defaulted the payment of principal of the bank loan.
There are no other satisfactory audit procedures that we
could adopt to verify the contingent liabilities arising from the
consequences of default of bank loans repayment.
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BYRBEMBES

Due to the uncertainty of contingent liabilities arising from
the consequences of default of bank loans payment and
counter-guarantee to the third party, we are unable to
confirm whether the group can be operated in going concern
basis and the net book value of the assets amounting
approximately HK$3,350,796,000, representing 81% of
the Group’s assets, and liabilities amounting approximately
HK$672,377,000, representing 85% of the Group’s liabilities,
at the balance sheet date and the corresponding results
amounting approximately HK$759,215,000, representing
86% of the Group’s result, for the year ended of the Group
is properly recorded in true and fair basis. Thus, we have
disclaimed our opinion in respect of this issue.

Any adjustments that might have been found to be necessary
in respect of the matters set out in above may have a
consequential and significant effect on the financial positions
of the Group as at 31 December 2008, the Group’s loss and
cash flows for the year ended 31 December 2008 and the
related disclosures in the consolidated financial statements.

DISCLAIMER OF OPINION: DISCLAIMER
OF VIEW GIVEN BY CONSOLIDATED
FINANCIAL STATEMENTS

Because of the significance of the matters described in
the basis for disclaimer opinion and material fundamental
uncertainty relating to the going concern basis paragraphs,
we do not express an opinion on the consolidated financial
statements as to whether they give a true and fair view of
the state of affairs of the Group at 31 December 2008 and
of the loss and cash flows of the Group for the year then
ended in accordance with Hong Kong Financial Reporting
Standards and as to whether the financial statements have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Lo and Kwong C.P.A. Company Limited
Certified Public Accountants (Practising)
Lo Wah Wai

Practising Certificate Number: P02693

Suite 1304, 13/F,,

Shanghai Industrial Investment Building,
60 Hennessy Road,

Wanchai,

Hong Kong

27 April 2009
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CONSOLIDATED INCOME STATEMENT

mE s R

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

2008 2007
Notes HK$’000 HK$’000
(restated)
—EEBN\E —ETLHF
Bt 5 FET T T
(E=31)
Turnover R 5 504,159 709,331
Cost of sales $HE BCAR (498,892) (582,182)
Gross profit EF 5,267 127,149
Other income = PN 7 13,502 57,264
Other gains and losses Hfh Uz % &5 18 8 (344,895) 1,216,640
Selling and distribution expenses  $§%& & 5§55 =X (23,839) (17,930)
Administrative expenses THFEX (70,826) (46,511)
Other operating expenses B &M% (418,039) (110,115)
(Loss)/profit from operations e (1E) 5 F 9 (838,830) 1,226,497
Finance costs B 75 Bk AN 12 (40,336) (11,338)
(Loss)/profit before tax BRELAT (B8) R F (879,166) 1,215,159
Income tax expenses Fri5 i 13 (2,478) (4,586)
(Loss)/profit for the year REE (BE),awFl (881,644) 1,210,573
Attributable to: PATR A FEAE
Equity holders of the Company NEE=FAA (639,881) 1,117,837
Minority interests D H PR = (241,763) 92,736
(881,644) 1,210,573
Dividend A% 2 14 - =
(Loss)/earnings per share for MEALRERIFEA
result attributable to the equity BEEEZEBR
holders of the Company during (E1) &7
the year
(Loss)/earnings per share gk (BB & 15
Basic: BN
Current year/prior year AEE/ BEEE
as retrospectively restated/ KEMET (3.512) cents# 6.547 centsi Al
as previously reported N ET 2 3R 2.300 centsB Il
Diluted: By
Current year/prior year NEE/BEFE
as retrospectively restated/ LEHET N/ATER 6.045 centsi
as previously reported N Fl 2 R 2.080 centsi# Al
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CONSOLIDATED BALANCE SHEET

HEBEERER
AT 31 DECEMBER 2008
R-FE\F+-A=+—§

2008 2007
Notes HK$’000 HK$’000
(restated)
—EENE T F
B 5 FE T F&T
(E5)
ASSETS BE
NON-CURRENT ASSETS FRBEE
Owner-occupied leasehold ¥R wHEERER
interest in land 16 51,413 49,815
Property, plant and equipment Y% HE R 18 184,154 488,525
Goodwill Bk 17 - 25,715
Biological assets EMBEE 19 3,227,017 3,415,440
Total non-current assets EABEELE 3,462,584 3,979,495
CURRENT ASSETS REEE
Inventories FE 21 96,486 107,085
Owner-occupied leasehold ¥ AL HEERERS
interest in land 16 984 760
Trade receivables EUE 5 ERTE 22 107,863 103,949
Prepayments, deposits and ERNRIE -FJE Rk
other receivables H b fE W SRR 74,541 139,995
Available-for-sales financial assets At H & £ @& & 23 - 11,610
Cash and cash equivalents HekReEMEEB 54,582 138,205
Amount due from minority e D HRE R FRIE
interests 24 325,111 325,111
Total current assets RBEELAE 659,567 826,715
TOTAL ASSETS EE#E 4,122,151 4,806,210
LIABILITIES =i+
CURRENT LIABILITIES REAEE
Trade payables BN E 5 BRTE 25 43,481 59,580
Tax payables & #5818 36,547 35,957
Other payables and accruals H At &~ 5R08 K FE S 5RIE 191,823 196,918
Interest-bearing bank loan FFEIRITER
— due within one year ——F RN E 26 406,780 66,587
Convertible note payable FER A AR R 32 109,965 =
Total current liabilities REEERE 788,596 359,042
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CONSOLIDATED BALANCE SHEET

REBEERER

AT 31 DECEMBER 2008
R-FE\E+-A=+—§

2008 2007
Notes HK$’000 HK$’'000
(restated)
—EENF —EELF
Bt 5 FET FET
(&73)
NON-CURRENT LIABILITIES FRBEE
Convertible note payable FEf ] ] AR R IR 32 - 568,781
Interest-bearing bank loan — FFEERITER
due after one year ——F&EH 26 - 346,680
TOTAL LIABILITIES =Rt b 788,596 1,274,503
TOTAL NET ASSETS FEEHE 3,333,555 3,531,707
CAPITAL AND RESERVES BAR#E
Share capital % 7 29 234,523 176,299
Reserves ke 2,302,058 2,380,830
Total equity attributable to equity A E#EEREA A
holders of the Company FE(G = R R 2,536,581 2,557,129
Minority interests DH R EER 796,974 974,578
TOTAL EQUITY BT 3,333,555 3,531,707

The financial statements on pages 39 to 128 were approved
and authorised for issue by the board of directors on 27 April
2009 and are signed on its behalf by:

Lee Chi Kong
ZE M
Director and Chairman

EFRTE

HNFIOEEF128A 2 HBHEN_-F
ENFOA-TEREEFTSRAERKE
T AR TIALTRRES:

Jing Bin
=&
Director and Chief Executive Officer

BEERITHA
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BALANCE SHEET
EEEER

AT 31 DECEMBER 2008
R-FE\F+-A=+—§

2008 2007
Notes HK$°000 HK$’000
(restated)
—EENF —ETF
B 5 FExT FA&T
(&25)
ASSETS BE
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries BB AR Z&E 20 1,036,423 1,036,423
CURRENT ASSETS RBEE
Amounts due from subsidiaries JE UG BT /B R Rl FRIAE 286,464 355,798
Prepayments, deposits and other  FEffFIE 5] & &
receivables H th & W skIE 1,276 1,273
Available-for-sales financial assets #{EH &8 754 & - 1,215
Cash and cash equivalents BekBRE&EHEER 1,802 1,751
Amount due from a minority U E A E 2
shareholder of subsidiary DGR FRIE 24 325,111 325,111
Total current assets REBEEHLE 614,653 685,148
TOTAL ASSETS EEH#E 1,651,076 1,721,571
LIABILITIES 8@
CURRENT LIABILITIES REAEE
Amounts due to subsidiaries FEAT T B A R FUB 14,692 81,287
Other payables and accruals H b & < 3R IB K FE 5T 5B 667 676
Convertible note payable JEAS AT A IR 4R 32 109,965 =
Total current liabilities REEEAEE 125,324 81,963
NON-CURRENT LIABILITIES FREBEE
Convertible note payable FE A AR R i 32 - 568,781
TOTAL NET ASSETS FEEMAE 1,525,752 1,070,827
CAPITAL AND RESERVES BEARFEE
Share capital & A 29 234,523 176,299
Reserves 1 31 1,291,229 894,528
TOTAL EQUITY ATTRIBUTABLE A2AREZEEFEEA
TO EQUITY HOLDERS OF P EREES 5
THE COMPANY 1,525,752 1,070,827
Lee Chi Kong Jing Bin
Z= 5[ =&

Director and Chairman

EFRLTE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mERZSFH R

AT 31 DECEMBER 2008

R=ZFEENF+=_A=+—H

Attributable to the equity holders of the company

ARREEEAEL
Property  Foreign Share Convertible Statutory
Share Share revaluation exchange  options  Warrant note equity  General reserve  Retained Minority
capital  premium  reserve  reserve  reserve  reserve  reserve  Reserve fund Profits Total Interest Total
HK§'000  HK$'000  HKS'000  HKS'000  HK$000  HKS000  HKS'000  HKS'000  HK$'000  HKS'000  HK$000  HK§'000  HK$'000
(Note 29)  (Note q) (restated) ~ (Note (b))  (Note(c)  (restated)  (restated)  (restated) (restated)
nE BRE  IRE TEREE 58

Bx  ROER EERE HERRS Rk EER  RERER  -RES iEERE: REEH &3 RRER Lo
TET TR ThAn  TEx  TEn  TExr  TEx TEr  TEr T TET TR TER

(Wiro9) (M) (23)) (M&p) (W) (B3)  (&3) (B3) (&%)
At 1 January 2007 RZEELE
-B-R 23,040 76,937 2,326 28,601 2,766 - - - 4186 266,142 403,998 - 403998
Surplus on Revaluation of ~ AELIHREFZ
leasehold land and buildings ~ Ef &% - - 469 - - - - - - - 469 - 469
Transfer to profit or loss HENBATRE
on disposal of subsidiaries  EZEER - - - 108024 - - - - - - 108024 34260 142293
Net income recognized directly B REZTER
n equity WAFE - - 469 108,024 - - - - - - 108493 34260 142,762

Proft for the year RERER - - - - - - - -

302726 392,726 92736 485462

Total recognized income and A& E B EZAUA

expenses for the year REXES - - 469 108,024 - - - - - 302726 501,219 127,005 628,204
Acquisition of subsidiaries ~ REMBAE - - - - - - - - - - - Q4T5T4 WTAT4
Issue of placing shares ERERN 4608 91922 - - - - - - - - 96530 - 965%0
Issue of consideration shares  E1TRERH 5560 545122 - - - - - - - - 550,684 - 550,684
Exercise of share options friEEhE 164 4,459 - - - - - - - - 4623 - 4,623
Placing of listed warrants RE ke - - - - - B8 - - - - 878 - 23728
Exercise of warrants friamEs 1907 90,565 - - - 8,580) - - - - 83882 - 83882
Issues of conversion notes — EfTTAREE = - - - - - 93128 - - - %13 - 93128
Bonus Issues Bk 141,018 (141,018 - - - - - - - - - - -
Transfer of retained profits ~ ERREEF - - - - - - - - 39 (392) - - -
Employee share option EBEREEA

benefits - - - - 104,281 - - - - - 104,281 - 104,281
At 31 December 2007 RZZELE

(as previously stated) +-A=+-8

(wmai23) 176299 667,977 279" 136625" 107,047 15,148 93,128* - 4578 658476" 1,862,068 1,074,579 2,936,647
Effect of cancellaion of AR TRR

restricted convertble notes  2E 2 %2

(Note 3) (Hi3s)

- - - - - - (30,050) - - - (30,00) - (30,00)
Efiect of compensation of ~ HEFERFEEH

shortall from quaranteed HELHE

profit (Note 3) (Hi3s) - - - - - - - - - 7511 725111 (100,000) 625,111
At 1 January 2008 RZEENF

(as restated) -A-R

(Z51) 176200 667,977 2795 186625  107.047° 15148 63,078 - 4578 1383567" 2557129 974579 3,531,708
Deficit on revaluation on EFRELHR

leasehold land and buildings ~ EF A - - (1.441) - - - - - - - (1.441) - (1.441)
Expire of warrants AREZER - (415) - - - (15114 - - - 1559 - - -
Translation differences BIEHREEE

on overseas operations - - - 12248 - - - - - - 12418 64,158 186,576
Net income recognized directly

in equity | - (418) (1,441) 122,418 - (16,114) - - - 15,629 120977 64,158 185,135
Loss for the year TEEER - - - - - - - - - (639881) (630881) (241,763  (881,644)

F#H2008 - HHEBALERAT 43



44

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REEZB B X

AT 31 DECEMBER 2008

RZZEZNF+_A=+—8

Attributable to the equity holders of the company

DERKEEAER

Property  Foreign Share Convertible Statutory
Share Share revaluation exchange  options ~ Warrant noteequity ~ General  reserve  Retained Minority
capital  premium  reserve  reserve  reserve  reserve  reserve  Reserve fund Profits Total Interest Total
HK$000  HK$'000  HKS'000  HK$'000  HK$000  HKS'000  HK$'000  HKS000  HK$'000  HKS'000  HK$'000  HK$'000  HKS'000
(Note29)  (Notea) (restated) ~ (Note (b))  (Note(c)  (restated) (restated)  (restated)  (restated)
nE BRE  2RE TRRRE 2 |
Bx  REEE EfRE HERR B BEE REEF -RER iTEGES REEA B  BRREE a3t
Tt Tér TEr TEr  TEr  TRr  TExr  TEr  TEr  TEr  TEr  TEn  TEn
(Wzr9)  (ira) (230)  (Wakp) (ko) (23D (23)  (&5))  (&5)
Total recognized income and ~ AEEBHAWA
expenses for the year LRy EE - 15 (1441) 122418 - (15119 - - - (624352 (518904  (177.605)  (696,509)
Exercise of share options EERE 442 2,043 - - - - - - - - 2485 - 2485
Exercise of warrants TERmER 39 342 - - - (34 - - - - 347 - 347
Arising upon conversion of BRI RRER
convertible notes BHROMEE
into new shares 57,743 461,947 - - - - (62,055) - - - 467,635 - 467,635
Contrioution by government ~ EfF & - - - - - - - 904 - - 904 - 904
Transfer of retained profits ~~ E&REEF - - - - - - - - 339 (339) - - -
Employee share option EEERERT
benefits - - - - 26,985 - - - - - 26,985 - 26,985
At 31 December 2008 RZZENE
TZA=t-H 234523 1,131,804 1,354 259,043" 134,082 - 11,018 904* 4917 758,896 2,536,581 796,974 3,333,555
* These reserve accounts comprise the consolidated reserves * L EHERREERAEERBERL
of HK$2,302,058,000 (2007: HK$2,380,830,000 as iR A [ 1#82,302,058,0008 0 (=T &
retrospectively restated HK$1,685,769,000 (as previously + 4 :2,380,830,000/% jt 18 W E 5
reported)) in the consolidated balance sheet. 1,685,769,000/ 7T (AART2R) ) °
Notes: M EE -
(@  The share premium of the Group includes the premium arising (a) EEZBRMEEBERBEARBETHRELE
from the new issue of shares of the Company. 2B o
(b) FEMEMEE had contributed amount of RMB800,000 to a b BNEIAERBRER-_ZZNE+_-A
subsidiary of the Group, #k 2= AHMmEIEHBR A A on 26 —t+ANERANEBHBARSG SRS
December 2008, which is statutory required for i [A38 /i B AR $13 A R A 75 & A R ¥800,0007C 0 B
AR AEETEE inrespect of AN EEREESIAR. FNCEBERESBEEANEGEERMOE
NEEHREEERED 2 EEERK-
(c)  The subsidiaries are required to transfer 10% of their profit after () MBARAZSEBEHRSHEHTE

taxation calculated in accordance with the PRC accounting
regulations to the statutory reserve fund until such reserve
reaches 50% of the registered capital of the respective
subsidiaries, upon which any further appropriation will be
at the recommendation of the directors of the subsidiaries.
Such reserve may be used to reduce any losses incurred by
the subsidiaries or be capitalised as paid-up capital of the
subsidiaries.
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CONSOLIDATED CASH FLOW STATEMENT

RERETRER

FOR THE YEAR ENDED 31 DECEMBER 2008

BE-TT\F+-A=Zt-HLFE

2008 2007
HK$’000 HK$’000
(restated)
—EEN\E —TRLF
FET FHET
(&%)
OPERATING ACTIVITIES REXER
(Loss)/profit before tax BRELRT (E5B) 5 F (879,166) 1,215,159
Adjustments for: T
Finance costs BA TS AR 40,336 11,338
Interest income F B U A (802) (5,244)
Depreciation of property, Y BB MERETE
plant and equipment 56,057 24,934
Amortisation of owner-occupied EF (AL EE RS 2 #
leasehold interest in land 984 281
Loss/(gain) arising from changes in N EZEEHEYE R
fair value less estimated point-of-sale st & B E A A
costs of biological assets EfzER/ (Ks) 344,895 (262,924)
Release of negative goodwill RREmE - (956,765)
Write-off of goodwill i SH P 2 25,715 =
Loss/(gain) on disposal of property, LEWE BEX
plant and equipment BEEE (M) 2,163 (1,426)
Write-down of property, plant and WOR ) 2 R 5 K 2R
equipment 239,148 4,359
Loss on disposal of subsidiary HEWB AR ZER
companies - 743
Loss on disposal of At SR E EE
available-for-sales investments 8,787 -
Deficit/(surplus) on revaluation of EHAELREFZ
leasehold land and buildings B (RER) 50,074 (2,603)
Share-based payments expense ARt BEMEN R A 26,985 104,281
Impairment losses of available-for-sales  AJ 4t H & & gh & & B B K5 12
financial assets - 3,049
OPERATING CASH FLOW BEFORE REBESBHA 2
MOVEMENTS IN WORKING REBRSHESRE
CAPITAL (84,824) 135,182
Decrease in inventories FER D 10,599 1,346
Increase in trade receivables FE U E 5 BRIB L 0 (3,914) (5,335)
Decrease/(increase) ERNRE FI2 R
in prepayments, deposits and H i fE W RIB
other receivables w, () 65,454 (102,184)
(Decrease)/increase in trade payables FEE HERIE (Rid) /1N (16,099) 3,384
Increase in other payables and accruals i & < 5/ I8 K J& 5+ 70 8 3 hn 3,724 157,946
Decrease in biological assets EWMEERD 24,433 108,536
CASH (USED IN)/FROM REK (FFR)/ FHERE
OPERATING ACTIVITIES (627) 298,875
Interest received B U A8 802 5,244
Taxes paid BEIHHIE (1,908) (1,370)
Taxes refund R B F I8 20 268
NET CASH (USED IN)/FROM RExBK2 (A
OPERATING ACTIVITIES FTEREFEE (1,713) 303,017

F 352008 - FEEBRAEERDA



CONSOLIDATED CASH FLOW STATEMENT

RERERER

FOR THE YEAR ENDED 31 DECEMBER 2008

BHE_TT N \F+_A=T—HBLEFE

2008 2007
HK$’000 HK$’'000
(restated)
—EEN\F —ETLF
FERT Fi& T
(&E5)
NET CASH (USED IN)/FROM mexi s (FiA) /B
OPERATING ACTIVITIES e RE (1,713) 303,017
INVESTING ACTIVITIES BREEE
Increase in available-for-sales financial BEHNESMEEEN
assets = (14,659)
Proceeds from disposal of LEAHLEESREE
available-for-sales financial assts Fr 1S 2H 2,823 -
Proceeds from disposal of property, HEWE- f%&
plant and equipment R A FTIS B 791 2,202
Acquisition of property, WREME - B KR
plant and equipment (19,297) (13,267)
Proceeds on disposal of subsidiary HEHT B A 8 2 s R
companies - 915
Acquisition of subsidiary U BE B B A7) - (166,486)
NET CASH USED IN REFHFARLERE
INVESTING ACTIVITIES (15,683) (191,295)
FINANCING ACTIVITIES BT B
Proceeds from issue of placing share BITELERID Z PSR - 96,565
Placing shares issue expenses BT EIRGD F X = (39)
Proceeds from exercise of share option fﬂ% B AR #E P 1S FRIE 2,485 4,623
Proceeds from placing of listed warrants ?"ﬁ@ﬂﬁi?ﬁwﬂﬁé?‘
P18 %A - 24,288
Placing listed warrants expenses feE E T RIRERFH ?Z - (560)
Proceeds from exercise of warrants TR T 2 e KT 347 83,882
Contribution by government B E 904 -
Repayment of bank loans EERITER (28,066) (43,333)
Interest paid B F & (40,336) (11,338)
NET CASH (USED IN)/FROM MEERZ (FTA) s
FINANCING ACTIVITIES BEEE (64,666) 154,092
NET (DECREASE)/INCREASE IN ﬁﬁ&iﬂﬁ%ﬁlﬁ Bz
CASH AND CASH EQUIVALENTS W), #EhnEE (82,062) 265,814
CASH AND CASH EQUIVALENTS FOZHEER
AT BEGINNING OF YEAR iﬁﬁ%ﬁlﬁﬁ 138,205 101,253
Effect of foreign exchange rate changes, RPB) o E FE
net (1,561) (228,862)
CASH AND CASH EQUIVALENTS FRzEeRESEZEEE
AT END OF YEAR 54,582 138,205
ANALYSIS OF THE BALANCE OF BeFREEEER
CASH AND CASH EQUIVALENTS EER D AT 54,582 138,205
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR
S

THE YEAR ENDED 31 DECEMBER 2008
“EENFF+ A=+ HLFE

GENERAL

The Company is incorporated in the Cayman lIslands
as an exempted company with limited liability and
its shares are listed on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”). The addresses
of registered office and principal place of business of
the Company is Units 2804-2806, 28th Floor, China
Merchants Tower, 168-200 Connaught Road Central,
Hong Kong.

The consolidated financial statements are presented in
Hong Kong dollars, which is the same as the functional
currency of the Company. The functional currency of
Company’s certain subsidiaries is Renminbi.

The Company acts as an investment holding company.
The principal activities of its principal subsidiaries are
set out in note 20 to the financial statements. There
were no significant changes in the nature of the Group’s
principal activities during the year.

MATERIAL FUNDAMENTAL
UNCERTAINTIES IN RESPECT OF
GOING CONCERN

In preparing the consolidated financial statements,
the directors have given careful consideration to the
future liquidity of the Group in light of its net current
liabilities of HK$129,029,000 as at 31 December
2008 and a net loss attributable to the shareholders
of approximately HK$639,881,000 for the year ended
31 December 2008. The Group financed its capital
intensive operations by short-term bank borrowings
and shareholders equity. It tends to maintain a fair
level of short-term bank borrowings which are renewed
on a regular basis, as the borrowing costs of such
arrangement are relatively lower. The directors are of
the opinions that, after taking into account the presently
available banking facilities and internal financial
resources, the Group has sufficient working capital for
its present requirements and will be able to meet in full
its liabilities as they fall due in the foreseeable future.

Based on following reasons, the consolidated financial
statements have been prepared on a going concern
basis.

—RE#

PEIBERESHE M2 EHRE
BRAR EROREBHERSAT
ERAR([BRAT]) Em-RAZ
M ERREZE XM AT BT
38 168 E 2005% H i B K /52812
2804% 2806 ©

REMBRERITIAB TR AR
RZYeEE -RElETHBRARZ
Mt ERRARKE -

AREA—HRERBAR ETE
B R R 2 £ EEBHR A BREN
$E20 - 4F Y B 7 T A A
EAKRE-

FREEEEZERER
S

&
nr
T B =

RBRERE IS REF - EREER
T NFt+_A=t+—BzRHa
& %58 /5129,029,000/8 7T R N EH =
—ZEENFE+-_F=t+—HItEEZ
[i&% 3 FE 45 /&5 18 )% BB 4V /639,881,000
B EEEREZEREB ZARRITED
BN - SEARERTEERR
RERAHEARATEEBRHES -
HREBELHEZEER T EERIE -
HEZHFHEES 22 BRTEEXK
T ZEBEUTEHEE-EER
B R RBABAHHRTEERA
HTBER SEAGERREEEES
HEBRIRR R RARRE
AENHEIBAEE-

ERATER SEVBRRIRSE
RERERES -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE-TTN\F+-_A=+—BLEFE

=

2. MATERIAL FUNDAMENTAL
UNCERTAINTIES IN RESPECT OF
GOING CONCERN (Continued)

(i)

(i)

(i)

The directors of the Company carefully reviewed
the performance and viability of each of the Group
business segment. The floorboard manufacturing
business, which was operated by %k 2 32 7N &l
milEER AR (‘G & G Wood Products”) , a
subsidiary Green & Good Group Limited, which
is a subsidiary of the Company, had defaulted on
the repayment of part of the bank loan amounted
to RMB36,000,000 as at 31 December 2008 and
the repayment of bank loan of RMB360,000,000 is
falling due within one year from the balance sheet
date. In addition, its business cannot generate
sufficient cash flow to sustain a viable business
and unable to meet the obligation of its bank loan
of RMB360 million outstanding at 31 December
2008. In view of the above, the Group had fully
provided for G & G Wood Products’ assets. This
amount of provision of HK$285 million is included
in the consolidated loss of Green & Good Group
Limited and its subsidiaries (“Green & Good
Group”) for the year ended 31 December 2008
and the Company will exercise its right provided
by the profit guarantee to recover from the Vendor,
Superview International Limited. As the bank
loan of RMB360 million was unsecured and was
guaranteed by a third party of which another
subsidiary of Green & Good Group, Leeka Wood
Company Limited (“Leeka Wood”), had counter-
guaranteed to the third party for the captioned
bank loan, the Group has no further obligation
other than the investment cost of the G & G Wood
Products and Leeka Wood. This bank loan will not
create financial pressure on the Company and its
subsidiaries other than G & G Wood Products and
Leeka Wood and will not cause difficulties on the
Group’s operations as a going concerning.

The directors are planning in negotiation with the
G & G Wood Products’ bank to reschedule the
repayment and possible extension of the bank loan
due by the G & G Wood Products and seek the
ongoing support to the G & G Wood Products from
this bank and other banks.

The directors are planning in negotiation with
the third party guarantor to restructure the bank
guarantee arrangement in respect of the RMB
360 million bank loan including the possibility
of replacing the counter-guarantee given by the
Leeka Wood with other security or releasing the
counter-guarantee given by the Leeka Wood or
limiting the counter-guarantee to an acceptable
level.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008

N

BFRSEKECEREAR

ZN

—

(i)

(iif)

B B X 3

2
i

&)

ARAESEFAEZEHNEES
EBDBE I REAMGFER -
EE 2K B A R 2 =A@
HliE AR A A ([4 25Kl
Ml ) E R IR B IEETR &
R-ZEZENF+_A=+—H
HREEBDRITERARE
36,000,0007T M IRTTERAR
#360,000,0007T 2 i& Fi& A 45
ERET —FEARN o E
ENELAEERHESREN
BREBLRELBTHER=-F
ENE+ZA=+—H2Z#HT
B A R#360,000,0007T 2 &
F-HERL SBEERgZE
ANz EEZEEE - BED
%6285,000,000/% ST E 5T AL% 2
EEEERAGARENBEAF
([HBzE2%5E8] ) REE-_FF
NE+-_A=+—BIFEZ
REEE MARBITERL R
RBEHRTEZEF LEBHBS
BB AR A AU B 5108 o AR
TEF A R #360,000,0007T A
ERE A —RE=FELE
R-HbZr w585 —HIB
RAZ 2 AREFR AR ([4
ZEAE]R EMBRTERM
FZHEHRER WEBERKRA
Bl Gn R 2 mANE 2B R AR
NI 3 — B AT o WL THIRITE
BT HEH AR RENE A A
(#r 2 2N G R AR 2 S N E
SNBSS T g g
AR B B A i A R B o

BE=tEER 2 RmAH MR
TRANEFRREFESRER AR
] B8 % A% Z F2 /K i 4m BT R Z 4R
TERRBPILER - WAL IRTTR
HMRITS RY K 252 AH M
R B R -

BEGHEF=FERARN
FERTTE R AR 360,000,000
TLEMARITERLTHE  BIEM 4
MRz AEREZ RER
R RIEREAIESZ ZKF o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

2. MATERIAL FUNDAMENTAL

UNCERTAINTIES IN RESPECT OF

GOING CONCERN (Continued)

(iv)

The directors of the Company are considering
various alternatives to strengthen the capital base
of the Company through various funding exercises.

The directors of the Company have continued to
tighten cost controls over factory overheads and
various general and administrative expenses, and
are actively seeking new investment and business
opportunities with an aim to attain profitable and
maintain positive cash flow operations.

In light of the measures taken to date, together with
the expected results of other measures in progress,
the Group will have sufficient working capital for its
current requirements and it is reasonable to expect
the Group to operate as a commercially viable
concern. Accordingly, the directors are satisfied that
it is appropriate to prepare the consolidated financial
statements on a going concern basis, notwithstanding
the Group’s financial position and liquidity position as at
31 December 2008.

RESTATEMENT OF ACQUISITION
CONSIDERATION UPON FAILURE TO
ACHIEVE PROFIT GUARANTEE

(a) Failure to achieve guaranteed profit

On 8 October 2007, the Company had completed
the acquisition of 70% interest in share capital
of share capital of Green & Good Group Limited
(“Green & Good”). According to the acquisition
agreement, the Vendor, Superview International
Limited and the Guarantors, Mr Ho Kam Hung,
Mr Yiu Yat On and Ms Qian Mingjin, had given
profit guarantee in favour of the Company that
the audited consolidated net profit after tax of
Green & Good prepared in accordance with Hong
Kong GAAP for the two financial years ended 31
December 2008 should not be less than HK$300
million. Any shortfall amount from guaranteed
profit would be compensated by canceling
the Restricted Convertible Notes, which were
stakeheld by the Company, with the same amount
of shortfall of guaranteed profit and should this
amount of shortfall be more than HK$300 million,
the exceeded amount would be compensated by
the Vendor in cash on a dollar-for-dollar basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

HE-Z

ENF+ZA=+—BILFE

3. RESTATEMENT OF ACQUISITION
CONSIDERATION UPON FAILURE

RABEEZERRIRBRE
W KE )

TO ACHIEVE PROFIT GUARANTEE
(Continued)
(@) Failure to achieve guaranteed profit (@) REEEHRFBRA (&)
(Continued)
Details of audited results of RRBERERERFHE:
Green & Good: HK$’000
T T
Consolidated profit after tax —ETLFRABRBEREZRT
for the year 2007 277,713
Consolidated loss after tax —=FF bRt 1% B 1R
for the year 2008 (702,824)
(425,111)
Profit guarantee given by Vendor and ERRERAZEL 25 FRE
Guarantors (300,000)
The shortfall from guaranteed profit IR B 4 F = 58 (725,111)
(b) Retrospective statement from (b) THERFTEREER

cancellation of restricted convertible
notes and compensation of shortfall
from guaranteed profit

Under Hong Kong Financial Reporting Standard
3 “Business Combinations” issued by the Hong
Kong Institute of Certified Public Accountants
(“HKICPA”), the Group applied the purchase
method to account for the acquisition of Green &
Good in the consolidated financial statements of
the Group. In the year 2007, the Company had
recognised an amount of negative goodwill of
HK$231,654,000 from acquisition of 70% equity
interests of Green & Good. As the failure to achieve
guaranteed profits results in changes to purchase
consideration of 70% equity interests of Green
& Good and changes in negative goodwill from
acquisition, adjustments to these changes are
applied retrospectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

3. RESTATEMENT OF ACQUISITION 3.
CONSIDERATION UPON FAILURE
TO ACHIEVE PROFIT GUARANTEE
(Continued)

(b) Retrospective statement from
cancellation of restricted convertible
notes and compensation of shortfall
from guaranteed profit (Continued)

The negative goodwill arising from the acquisition

RAREZEIZANRBRE
SIW B AKE ()

[—2
<
TR

(b) EHEARHFTRREER
REAREREMNEZHEZEY
B&(#)

WA 2 RTONEREEZ A

of 70% equity interests in Green & Good is re- HMBEMAENT
calculated as follows:
HK$’000
T T
Total cost of the acquisition previously 45 B 2 51 B9 UK HE 48 K AR
stated (Note) (P 3E) 1,680,373
Cancellation of restricted convertible note T 88 A PR I AT IR R AR (300,000)
Compensation of shortfall exceeding BEEBARE RNz =5
guaranteed profit (425,111)
Total cost of the acquisition restated 5 71| Y B 48 AR 955,262
Net assets of Green & Good acquired RZZEZTLF+ A\ B UL
as at 8 October 2007 ZEZEEFE 2,731,468
Minority interests DEIR R S (819,441)
Fair value of net assets of WEZ s ZEEFECATE
Green & Good acquired 1,912,027
Negative goodwill arising from HIWBEEZBEHE
acquisition restated 956,765
Note: Mt 5

The original consideration for the acquisition is
HK$1,680,373,000 satisfied as to:

(i) HK$200,000,000 in cash;
(i)  HK$929,688,000 by the issue of Convertible Note

upon the completion of the Acquisition; and

(i)  HK$550,685,000 by the issue of consideration
shares upon the completion of the Acquisition
respectively.

Wit 2 R 4a (& /31,680,373,000/%
T AT AT A A

(i) ¥ 4£200,000,000/8 T ;

(i)  PULEETERk B B B BT AR AR
= ¥ 15/929,688,0005% Tt
P54

(i) RWBEEXEBEBEITRER
3 % £4550,685,0005% JT °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE-ET/\G+-_A=+—BLEE

3. RESTATEMENT OF ACQUISITION 3.
CONSIDERATION UPON FAILURE
TO ACHIEVE PROFIT GUARANTEE

(Continued)

(b) Retrospective statement from

cancellation of restricted convertible
notes and compensation of shortfall
from guaranteed profit (Continued)

The effect of changes in cancellation of restricted
convertible notes and compensation of exceeded
amount of shortfall from guaranteed profit on the
income statement for the prior year and current

year are as follows:

5

RAREEZEHRARBRE
WEKE )

(b) EHEARHFTHREER
BEAERNEEZEY

EEAE P

REFRAFETHBRHA

BRERKEER

o i N 2= B

ZEHHRSERZZEWT

2008 2007

HK$’000 HK$’000

—EENE —ZETLF

FERT FAT

Profit for the year previously reported 81 2 3 &) F A )i 7l - 392,726
Increase in negative goodwill WEEEZBHE

arising from acquisition bl - 725,111

Profit for the year restated 5 F N F - 1,117,837

Analysis of increase in profit for the prior year and
current year by line items presented according to

their function:

EFERAFER ML DHT
BIRBEINEZS 2HB D

2008 2007
HK$’000 HK$’000
—EEN\FE —TTLF
THET T T
Negative goodwill arising on B2 REBREEL
acquisition previously reported = - 231,654
Increase in negative goodwill arising WHEEAZAFE
from acquisition 0 - 725,111
Negative goodwill arising on B WEREE 2
acquisition restated BE - 956,765
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

3. RESTATEMENT OF ACQUISITION
CONSIDERATION UPON FAILURE
TO ACHIEVE PROFIT GUARANTEE
(Continued)

(b) Retrospective statement from
cancellation of restricted convertible
notes and compensation of shortfall
from guaranteed profit (Continued)

The effect of changes in cancellation of restricted
convertible notes and compensation of shortfall

3. RARBEEB SR IJﬁ': ]
¢ (&

5

[—2
<
TR

(AE

(b) EHEARHFTRREER
REARERMNEZHEZEY

B]&R (4)

REF  FHEERF AT RERE
MEEREGBNER B

from guaranteed profit on the balance sheet for the BEARKRZITZENT :
prior year are as follows:
As at
31/12/2007 As at
(previously 31/12/2007
reported) Adjustment (restated)
HK$'000 HK$'000 HK$’000
R-BZLHE R-BZLHF
+=-A=+-8 t+=A=+-H
(BEEH) AR (E5)
FAET BT FHET
Amount due from FE U R R FRIR
minority interests - 325,111 325,111
Total effect on Assets HEEZHBTE - 325,111 325,111
Convertible Note Payable [ER AR EE 836,566 (269,950) 566,616
Total effect on Liabilities HEB BYE 836,566 (269,950) 566,616
Conversion notes equity reserve MR ERR ARG 93,123 (30,050) 63,073
Minority interests DYR R 1,074,579 (100,000) 974,579
Retained profits RE & A 392,726 725,111 1,117,837
Total effect on Equity Higm e By g 1,560,428 595,061 2,155,489

F #2008 - FEREBRAXERDA

53



54

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

=

E-—2F
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PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASSs”) and Interpretations (hereinafter collectively
referred to as “HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”). The
consolidated financial statements have been prepared
under the historical cost basis except for leasehold land
and buildings and certain financial instruments, which
are measured at revalued amount or fair values as
explained in the accounting policies set out below.

In addition, the consolidated financial statements
include applicable disclosures required by the
Rules Governing the Listing of Securities on the
Stock Exchange and by the Hong Kong Companies
Ordinances.

The preparation of financial statements in conformity
with HKFRSs requires management to make
judgements, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical
experience and various other factors that are believed to
be reasonable under the circumstances, the results of
which form the basis of making the judgements about
carrying values of assets and liabilities that are not
readily apparent from other sources. 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.

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and estimates with a significant risk of
material adjustment in the next period are discussed in
note 37.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impact of new and revised HKFRSs and
HKASs

In the current year, the Group has applied a number of
new standards, amendments and interpretations (“new
HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), which are or have
become effective.

HKAS 39 & Reclassification of Financial
HKFRS 7 Assets
(Amendments)

HK(IFRIC) — Int 11 HKFRS 2 — Group and Treasury

Share Transaction

Service Concession
Arrangements

HK(FRIC) - Int 12

HKAR 19 — The Limit on a
Defined Benefit Asset,
Minimum Funding
Requirements and their
interaction

HK(IFRIC) - Int 14

The application of the new HKFRSs has no material
effect on how the results and financial position for the
current or prior accounting periods have been prepared
and presented. Accordingly, no prior period adjustment
has been required.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

4. PRINCIPAL ACCOUNTING POLICIES

(Continued)

Impact of new and revised HKFRSs and

HKASSs (Continued)

The Group has not early applied the following new and
revised standards, amendments or interpretations that
have been issued but are not yet effective.

HKFRSs
(Amendments)
HKAS 1 (Revised)
HKAS 23 (Revised)
HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKAS 39
(Amendment)
HKFRS 1 &
HKAS 27
(Amendments)
HKFRS 2
(Amendment)
HKFRS 3 (Revised)
HKFRS 8

HK(IFRIC) - Int 13

HK(IFRIC) - Int 15

HK(FRIC) - Int 16

HK(IFRIC) - Int 17

HK(IFRIC) - Int 18

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008

Improvements to HKFRSs!

Presentation of Financial
Statements?
Borrowing Costs?

Consolidated and Separate
Financial Statements®

Puttable Financial Instruments
and Obligations Arising on
Liquidation?

Eligible hedged items?®

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

Vesting Conditions and
Cancellations?

Business Combinations®

Operating Segments?

Customer Loyalty Programmes*

Agreements for the Construction
of Real Estate?

Hedges of a Net Investment in a
Foreign Operation®

Distribution of Non-cash
Assets to Owners®

Transfer of Assets from
Customers®
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR
S

THE YEAR ENDED 31 DECEMBER 2008
“EENFF+ A=+ HLFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Impact of new and revised HKFRSs and
HKASSs (Continued)

U Effective for annual periods beginning on or after 1
January 2009 except for the amendments to HKFRS 5,
effective for annual periods beginning on or after 1 July

2009

2 Effective for annual periods beginning on or after 1
January 2009

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

& Effective for annual periods beginning on or after 1 July
2008

2 Effective for annual periods beginning on or after 1
October 2008

® Effective for transfer of assets from customers received

on or after 1 July 2009
Basis of consolidation

Where the Company has the power, either directly or
indirectly, to govern the financial and operating policies
of another entity or business so as to obtain benefits
from its activities, it is classified as a subsidiary. The
consolidated financial statements incorporate the
financial statement of the Company and its subsidiaries.
All Intra-group transactions, balances income and
expenses are eliminated on consolidation.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated income
statement from the effective dates of acquisition or up
to the effective dates of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other members of
the Group.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Business combinations

The acquisition of subsidiaries is accounted for using
the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs
directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent
liabilities that meet the conditions for recognition under
HKFRS 3 Business Combinations are recognised
at their fair values at the acquisition date, except
for noncurrent assets (or disposal groups) that are
classified as held for sale in accordance with HKFRS
5 Non-current Assets Held for Sale and Discontinued
Operations, which are recognised and measured at fair
value less costs to sell.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the excess of
the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognised. If, after
reassessment, the Group’s interest in the net fair value
of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business
combination, the excess is recognised immediately in
profit or loss.

The interest of minority shareholders in the acquiree
is initially measured at the minority’s proportion of the
net fair value of the assets, liabilities and contingent
liabilities recognised.

Subsidiaries and minority interests

Subsidiaries are entities 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 activities. In assessing control,
potential voting rights that presently are exercisable are
taken into account.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the date
that control commences until the date that control
ceases. Intra-group balances and transactions and any
unrealised profits arising from intra-group transactions
are eliminated in full in preparing the consolidated
financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same way
as unrealised gains but only to the extent that there is
no evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR
S

THE YEAR ENDED 31 DECEMBER 2008
“EENFF+ A=+ HLFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Subsidiaries and minority interests (Continued)

Minority interests represent the portion of the net
assets of subsidiaries attributable to interests that
are not owned by the Company, whether directly or
indirectly through subsidiaries, and in respect of which
the Group has not agreed any additional terms with
the holders of those interests which would result in the
Group as a whole having a contractual obligation in
respect of those interests that meets the definition of a
financial liability. Minority interests are presented in the
consolidated balance sheet within equity, separately
from equity attributable to the equity holders of the
Company. Minority interests in the results of the Group
are presented on the face of the consolidated income
statement as an allocation of the total income statement
for the year between minority interests and the equity
holders of the Company.

Where losses applicable to the minority exceed the
minority’s interest in the equity of a subsidiary, the
excess, and any further losses applicable to the
minority, are charged against the Group’s interest
except to the extent that the minority has a binding
obligation to, and is able to, make additional investment
to cover the losses. If the subsidiary subsequently
reports profits, the Group’s interest is allocated all such
profits until the minority’s share of losses previously
absorbed by the Group has been recovered. Loans
from holders of minority interests and other contractual
obligations towards these holders are presented
as financial liabilities in the consolidated balance
sheet depending on the nature of the liability. In the
Company’s balance sheet, an investment in a subsidiary
is stated at cost less impairment losses, unless the
investment is classified as held for sale (or include in a
disposal group that is classified as held for sale).

Investments in subsidiaries

The Company’s investments in subsidiaries are stated
at cost less impairment loss, if any.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill represents the excess of the cost of a
business combination or an investment in an associate
over the Group’s interest in the net fair value of the
acquiree’s identifiable assets, liabilities and contingent
liabilities.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill is allocated to cash-generating units
and is tested annually for impairment (see note 1(h)). In
respect of associates, the carrying amount of goodwill
is included in the carrying amount of the interest in the
associate.

Any excess of the Group’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities
and contingent liabilities over the cost of a business
combination or an investment in an associate is
recognized immediately in income statement.

On disposal of a cash-generating unit or an associate
during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or
loss on disposal.

Biological assets
Biological assets comprise forest crop in PRC.

Biological assets are living plants involved in the
agricultural activities of the transformation of biological
assets into agricultural produce for sale or into
additional biological assets. Biological assets and
agricultural produce, are measured at fair value less
estimated point-of-sale costs at initial recognition
and at each balance sheet date. The fair value less
estimated point-of-sale costs at the time of harvest is
deemed as the cost of agricultural produce for further
processing, if applicable. If an active market exists for
a biological asset or agricultural produce with reference
to comparable specie, growing condition and expected
yield of the crops, the quote price in that market is
adopted for determining the fair value of that asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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THE YEAR ENDED 31 DECEMBER 2008
“EENFF+ A=+ HLFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Biological assets (Continued)

If an active market does not exist, the Group uses the
most recent market transaction price, provided that
there has not been a significant change in economic
circumstances between the transaction date and the
balance sheet date, or the market prices for similar
assets adjusted to reflect differences to determine fair
values. The gain or loss arising on initial recognition and
subsequent changes in fair values less estimated point-
of-sale costs of biological assets is recognised in the
profit and loss account in the period in which it arise.
Upon the sale of the agricultural produce as forestry
products, the carrying amount is transferred to cost of
sales in the consolidated income statement.

Impairment

Impairment tests on assets are subject to impairment
tests whenever events or changes in circumstances
indicate that their carrying amount may not be
recoverable. Where the carrying value of an asset
exceeds its recoverable amount (ie the higher of value in
use and fair value less costs to sell), the asset is written
down accordingly.

Where it is not possible to estimate the recoverable
amount of an individual asset, the impairment test is
carried out on the asset’s cash-generating unit (ie the
lowest group of assets in which the asset belongs for
which there are separately identifiable cash flows).

Impairment charges are included in the administrative
expenses line item in the consolidated income
statement, except to the extent they reverse income
previously recognised directly in equity.

Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the
revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
(cash-generating unit) in prior years. A reversal of an
impairment loss is recognised as income immediately,
unless the relevant asset is carried at a revalued
amount under another accounting standard, in which
case the reversal of the impairment loss is treated as
a revaluation increase under that other accounting
standard.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Inventories

Inventories are stated at the lower of cost and net
realisable value. Net realisable value is the estimated
selling price in the ordinary course of business, less the
estimated costs of completion and selling expenses.

Cost is calculated using the weighted average costs
formula and comprises all costs of purchase, costs
of conversion and other costs incurred in bringing the
inventories to their present location and condition.
When inventories are sold, the carrying amount of those
inventories is recognized as an expense in the period in
which the related revenue is recognized. The amount of
any write-down of inventories to net realisable value and
all losses of inventories are recognised as an expense in
the period the write-down or loss occurs. The amount
of any reversal of any write-down of inventories, arising
from an increase in net realizable value, is recognised as
a reduction in the amount of inventories recognised as
an expenses in the period in which the reversal occurs.

Property, plant and equipment

The building component of owner-occupied leasehold
properties are stated at valuation less accumulated
depreciation. Fair value is determined by the Directors
based on independent valuations which are performed
periodically. The Directors review the carrying value of
the leasehold buildings and adjustment is made where
they consider that there has been a material change.
Increases in valuation are credited to the property
revaluation reserve. Decreases in valuation are first
offset against increases on earlier valuations in respect
of the same property and are thereafter charged to
the income statement. Any subsequent increases are
credited to the consolidated income statement up to the
amount previously charged and thereafter to property
revaluation reserve.

Other property, plant and equipment are stated at cost
less accumulated depreciation and impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated at rates
sufficient to write off their cost net of expected residual
value over their estimated useful lives on a straight-line
basis. The useful lives and residual value are reviewed,
and adjusted if appropriate, at each balance sheet date.
The principal annual rates are as follows:

Leasehold land and — The shorter of the lease
buildings terms or 50 years
Leasehold improvements, - 5% - 20%

furniture, office
equipment and motor
vehicles
Plant and machinery - 10%

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenances costs are
charged to the income statement during the year in
which they are incurred.

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

All non-qualifying expenditures and expenses incurred
on other non-qualifying development activities are
charged as expenses to the income statement in the
period in which such expenses are incurred.

Upon disposal of leasehold buildings, the relevant
portion of the revaluation reserve realised in respect
of previous valuations is released from the property
revaluation reserve to retained profits.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

The gain or loss on disposal of property, plant and
equipment other than leasehold building is the
difference between the net sale proceeds and the
carrying amount of the relevant asset, and is recognised
in the income statement.

Construction in progress

Construction in progress represents property, plant and
equipment under construction and pending installation
and is stated at cost less accumulated impairment
losses, if any. Cost includes the costs of construction of
buildings, the cost of plant and machinery and interest
charges arising from borrowings used to finance these
assets during the period of construction or installation
and testing, if any. No provision for depreciation is
made on construction in progress until such time as
the relevant assets are completed and are available for
intended use. When the assets concerned are brought
into use, the costs are transferred to property, plant
and equipment and depreciated in accordance with the
policy as stated in the preceding paragraphs.

Convertible note

Convertible note issued by the Company that contain
both the liability and conversion equity components
are classified separately into respective items on initial
recognition. Conversion equity will be settled by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is an equity instrument.

On initial recognition, the fair value of the liability
component is determined using the prevailing market
interest rate of similar non-convertible debts. The
difference between the proceeds of the issue of the
convertible loan notes and the fair value assigned to the
liability component, representing the conversion equity
for the holder to convert the convertible note into equity,
is included in equity (convertible note equity reserve).
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THE YEAR ENDED 31 DECEMBER 2008
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Convertible note (Continued)

In subsequent periods, the liability component of the
convertible notes is carried at amortised cost using
the effective interest method. The equity component,
represented by the option to convert the liability
component into ordinary shares of the Company, will
remain in convertible note equity reserve until the
conversion option is exercised (in which case the
balance stated in convertible notes equity reserve until
the conversion option is exercised (in which case the
balance stated in convertible note equity reserve will
be transferred to share premium). Where the option
remains unexercised at the expiry date, the balance
stated in convertible note equity reserve will be released
to the retained profits. No gain or loss is recognized
in profit or loss upon conversion or expiration of the
option.

Transaction costs that relate to the issue of the
convertible loan notes are allocated to the liability and
equity components in proportion to the allocation of
the proceeds.Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included
in the carrying amount of the liability component and
amortised over the period of the convertible note using
the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Consideration paid to reacquire the Company’s own
equity instruments are deducted from equity. No gain or
loss is recognized in income statement.
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4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial Instruments

()

Financial assets

Financial assets comprise trade receivables,
prepayments, deposits and other receivables,
available-for-sales financial assets and cash and
cash equivalents.

The Group classifies its financial assets into one
of the following categories, depending on the
purpose for which the asset was acquired. The
Group’s accounting policy for each category is as
follows:

Fair value through profit or loss: This category
comprises the financial assets that have been
acquired for the purpose of selling or repurchasing
it in the short-term or if so designated by
management. This category includes derivatives
which are not qualified for hedge accounting.
Debt securities and bank deposits with embedded
derivatives for yield enhancement whose economic
characteristics and risks are not closely related to
the host securities and deposits are designated as
financial assets at fair value through profit or loss.
They are carried in the balance sheet at fair value
with changes in fair value recognised in the income
statement.

Loans and receivables: These assets are
non-derivative financial assets with fixed or
determinable payments that are not quoted in an
active market. They arise principally through the
provision of goods and services to customers
(trade receivables), but also incorporate other
types of contractual monetary asset. At each
balance sheet date subsequent to initial
recognition, they are carried at amortised cost
using the effective interest rate method, less any
identified impairment losses.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008

4, FESHBE (&)

TMIA

(0

TREE

TREEBREWERR AR
B BEe MEM R AIH
HESRMEEARRERRS
FEY-

SEETEREELWERSZ
HMZEEERERATES —
- REB R AR 2 &t BE
T

BAFEARZ  HERER
AZBRREHAREREER
EHEXBO 2 EREE - 1A
BITR BB & $ & 5 R R
ZOTHET A - S AEITEE R
VA% 0 @ 35 4 28 2 (B 75 78 75 )2
RITER (MEBITEER L
ERHRERDETEESR
FRRBEIEEE) BERE
AFEFABRZEREE -©
MEEDRAVTEREERRE
KON MAFEZEFHARK
mRMER

ERMEWRIR  ZEEETIE
TEMEZEREE  WHERE
KA EZ N5 B N EFEE
BT 52 RIE - B KRB IR
TEEBRATFREHER LR
% (EWE ZERB)AES  TF
BREMERNZENEEEE -
RIFHEREEEER - AIRA
BRI 5 R (AT 2 B RRLE
ERAETTH -
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FOR THE YEAR ENDED 31 DECEMBER 2008
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4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial Instruments (Continued)

(1)

Financial assets (Continued)

Held-to-maturity investments: These assets
are non-derivative financial assets with fixed or
determinable payments and fixed maturities that
the Group’s management has the positive intention
and ability to hold to maturity. At each balance
sheet date subsequent to initial recognition, held-
to-maturity investment are measured at amortised
cost using effective interest rate method, less any
identified impairment losses.

Available-for-sale: Non-derivative financial assets
not included in the above categories are classified
as available-for-sale and comprise the Group’s
strategic investments in entities not qualifying
as subsidiaries, associates or jointly controlled
entities. They are carried at fair value with changes
in fair value recognised directly in equity. Where
a decline in the fair value of an available-for-sale
financial asset constitutes objective evidence of
impairment, the amount of the loss is removed
from equity and recognised in the consolidated
income statement. For available-for-sale equity
investments that do not have a quoted market
price in an active market and whose fair value
cannot be reliably measured and derivatives that
are linked to and must be settled by delivery
of such unquoted equity instruments, they are
measured at cost less any identified impairment
losses at each balance sheet date subsequent to
initial recognition.
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4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial Instruments (Continued)

(i)

Financial liabilities

Financial liabilities comprise trade payables, other
payables and accruals, and interest-bearing bank
loans and convertible note payable.

The Group classifies its financial liabilities into one
of two categories, depending on the purpose for
which the liabilities was incurred. The Group’s
accounting policies for each category is as follows:

Financial liabilities at fair value through profit
or loss has two subcategories, including
financial liabilities held for trading and those
designated at fair value through profit or loss on
initial recognition. At each balance sheet date
subsequent to initial recognition, financial liabilities
at fair value through profit or loss are measured at
fair value, with changes in fair value recognised in
the consolidated income statement in the year in
which they arise.

Other financial liabilities: Other financial liabilities
include the following items:

o Trade payables and other short-term
monetary liabilities, which are recognised at
amortised cost.

° Bank loans are initially recognised at the
amount advanced net of any transaction
costs directly attributable to the issue of the
instrument. Such interest bearing liabilities
are subsequently measured at amortised cost
using the effective interest method, which
ensures that any interest expense over the
period to repayment is at a constant rate
on the balance of the liability carried in the
balance sheet. “Interest expense” in this
context includes initial transaction costs and
premium payable on redemption, as well as
any interest or coupon payable while the
liability is outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2008
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Financial Instruments (Continued)
(iii) - Derecognition

Financial assets are derecognized when the rights
to receive cash flows from the assets expire or
the financial assets are transferred and the Group
has transferred substantially all the risks and
rewards of ownership of the financial assets. On
derecognition of a financial asset, the difference
between the asset’s carry amount and the sum of
the consideration received and receivable and the
cumulative gain or loss that had been recognized
directly in equity is recognized in income
statement.

Financial liabilities are derecognized when the
obligation specified in the relevant contract is
discharged, cancelled or expires. The difference
between the carrying amount of the financial
liability derecognized and the consideration paid is
recognized in income statement.

Owner-occupied leasehold interest in land

Interests in leasehold land held for own use under
operating leases represent up-front payments to acquire
long-term interests in lessee-occupied properties. These
payments are stated at cost and are amortised over the
period of the lease on a straight-line basis to the income
statement.

Leased assets

Where substantially all of the risks and rewards
incidental to ownership of a leased asset have been
transferred to the Group (a “finance lease”), the asset
is treated as if it had been purchased outright. The
amount initially recognised as an asset is the present
value of the minimum lease payments payable over the
term of the lease. The corresponding lease commitment
is shown as a liability. Lease payments are analysed
between capital and interest. The interest element is
charged to the income statement over the period of the
lease and is calculated so that it represents a constant
proportion of the lease liability. The capital element
reduces the balance owed to the lessor.
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4. PRINCIPAL ACCOUNTING POLICIES
(Continued)

Leased assets (Continued)

Where substantially all of the risks and rewards

4, FESHBE (&)

HEEE (&)

HERATIIRE R BRI R

incidental to ownership are retained by the lessor (an
“operating lease”), the total rentals payable under
the lease are charged to the income statement on a
straight-line basis over the lease term.

The land and buildings elements of property leases
are considered separately for the purposes of lease
classification.

Employee benefits

()

Retirement benefits scheme

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

The employees of the Group’s subsidiaries
operating in the People’s Republic of China (the
“PRC") are required to participate in a central
pension scheme (the “Central Scheme”) operated
by the local municipal government in the PRC.
The respective local municipal government in the
PRC, undertakes to assume the retirement benefits
obligations of all existing and future retired staff
of these subsidiaries. The only obligation of these
subsidiaries with respect to the Central Scheme
is to meet the required contributions under the
Central Scheme. The contributions are charged to
the income statement as they become payable in
accordance with the rules of the Central Scheme.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Employee benefits (Continued)
(i) Termination benefits

Termination benefits are recognised when, and
only when, the Group demonstrably commits itself
to terminate employment or to provide benefits
as a result of voluntary redundancy by having a
detailed formal plan which is with out realistic
possibility of withdrawal.

(i)  Employee entitlements

Employee entitlements to annual leave and long
service payment are recognised when they accrue
to the employees. A provision is made for the
estimated liability for annual leave and long service
payment as a result of services rendered by
employees up to the balance sheet date.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

Share-based payments

Where share options are awarded to employees, the
fair value of the options at the date of grant is charged
to the consolidated income statement on a straight-
line basis over the vesting period. Non-market vesting
conditions are taken into account by adjusting the
number of equity instruments expected to vest at each
balance sheet date so that, ultimately, the cumulative
amount recognised over the vesting period is based
on the number of options that eventually vest. Market
vesting conditions are factored into the fair value of the
options granted. As long as all other vesting conditions
are satisfied, a charge is made irrespective of whether
the market vesting conditions are satisfied. The
cumulative expense is not adjusted for failure to achieve
a market vesting condition.

4, TESHHE (2

EBERA (&)
(i) AR EF

REZEHEBIREAGRILRE
REEBRAREREE Z 4
I IE Sz B FEBE B A8 P iR
Z MBS Z R ERE R IT R
HERR o

(i) 1E S #Em

REERZESERERMRBE ST
REFt TRERERER  WHEE
HEBEEBIRERSMmE
EZEFFRERRARBE A
EIEH R -

BEEZHRBRESBHBER
BN STERR AR 10 T HERR -

R RER AR

18 B R B Ak - RIREAcAE 2 A
BIRE G B ERE GEER R E Y
BEalERIE - WEBRFETSE
BiEN AEeERAERREEERR
B TEBRATASAE Btk
BERRAZZFRENIRERKE
BBREHEAE -THEREER
Bt AMBRLBEREATFE - RB
MEREMEBBEREEN B THE
BEHMSRBBEROSELIOR-
MARBEEHTHRBBER  RetHX
TEELAE-

F 32008 - FEREBRAXERAA

71



72

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

=

E-—2F

EFZETZN\F+ZA=+—BLEFE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Share-based payments (Continued)

Where the terms and conditions of options are modified
before they vest, the increase in the fair value of the
options, measured immediately before and after the
modification, is also charged to the consolidated
income statement over the remaining vesting period.

Where equity instruments are granted to persons other
than employees, the consolidated income statement
is charged with the fair value of goods and services
received.

Revenue recognition

Sales of goods are recognised in the income statement
when goods are delivered and title has passed or when
the significant risks and rewards of ownership have
been transferred to the buyer.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rates applicable.

Dividend income is recognised when the shareholders’
rights to receive payment is established.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group or the Company has
a legal or constructive obligation arising as a result of
a past event, which will probably result in an outflow of
economic benefits that can be reasonably estimated.

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,
the existence of which 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.
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FOR THE YEAR ENDED 31 DECEMBER 2008
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Income taxes

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in income statement except to the
extent that they relate to items recognised directly in
equity, in which case they are recognised in equity.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and
any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to
reverse either in the same period as the expected
reversal of the deductible temporary difference or in
periods into which a tax loss arising from the deferred
tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and
credits, that is, those differences are taken into account
if they relate to the same taxation authority and the
same taxable entity, and are expected to reverse in a
period, or periods, in which the tax loss or credit can be
utilised.
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PRINCIPAL ACCOUNTING POLICIES
(Continued)

Income taxes (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they are
not part of a business combination), and temporary
differences relating to investments in subsidiaries to the
extent that, in the case of taxable differences, the Group
controls the timing of the reversal and it is probable that
the differences will not reverse in the foreseeable future,
or in the case of deductible differences, unless it is
probable that they will reverse in the future.

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
settlement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted at the balance sheet date. Deferred tax assets
and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at each balance sheet date and is reduced to the extent
that it is no longer probable that sufficient taxable profits
will be available to allow the related tax benefit to be
utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits
will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

PRINCIPAL ACCOUNTING POLICIES 4. TESHHE #)
(Continued)
Income taxes (Continued) B (&)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Company or the

BIEATR I8 MR T T IR £ *ﬁ?&ﬁ“‘@j
Tbﬁé D 7517 R AR B8 o
71%@&&@&%&%&@%
HEERNHRAREZTEEN R
& THIRIMEM - RIBVEAR IR &

Group has the legally enforceable right to set off current ARG ENERRI T A G RIELEFIES
tax assets against current tax liabilities and the following ERREEEHREAE:

additional conditions are met:

- in the case of current tax assets and liabilities, the — EHRIHNRESEERAE: AF

Company or the Group intends either to settle on
a net basis, or to realise the asset and settle the
liability simultaneously; or

= in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

- the same taxable entity; or

- different taxable entities, which, in each
future period in which significant amounts of

‘}Z‘il FHEILURERISE - ETEl
FSZREEMBERG =X

- EREEHBEERAE:MH
HE—-HRBE BTl E R
ZHEHA R :

- RA—ERHEAL: K

- WMBTRZERBENL
BHRERKES —EBRS

deferred tax liabilities or assets are expected BENBEBEHE 2E
to be settled or recovered, intend to realise EFRIBEEEREE RFTE
the current tax assets and settle the current LSRR E IS E R AT 1E
tax liabilities on a net basis or realise and BEE KB IEA EE

settle simultaneously.

Foreign currency

Transactions entered into by Group entities in a
currency other than the currency of the primary
economic environment in which it operates (the
“functional currency”) are recorded at the rates ruling
when the transactions occur. Foreign currency monetary
assets and liabilities are translated at the rates ruling at
the balance sheet date. Exchange differences arising
on the retranslation of unsettled monetary assets and
liabilities are similarly recognised immediately in the
consolidated income statement, except for foreign
currency borrowings qualifying as a hedge of a net
investment in a foreign operation.

IR IR BT IAE E
FKBERHHIAARE-

S

SEERBUMKECIBRBEREL
B ([The BB ) A2 Hib B’
RN 2R ARETR 5 ZER
k- INEEREBEERABNEER
REXBE REFHBERENEE
BENBEMEEZELEZR RS
BN 4R A W R IER - BRIEINE S
ERIEL MBI EE IR E T
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

=

E_FTTZNF+_A=+—BLEE

PRINCIPAL ACCOUNTING POLICIES
(Continued)

Foreign currency (Continued)

Change in the fair value of monetary securities
denominated in foreign currency classified as available-
for-sale are analysed between translation differences
resulting from changes in the amortised cost of the
security, and other changes in the carrying amount of
the security. Translation differences are recognised in
the income statement, and other changes in carrying
amount are recognised in equity.

Translation differences on non-monetary financial assets
and liabilities are reported as part of the fair value gain
or loss. Translation differences on non-monetary assets
and liabilities such as equities held at fair value through
profit or loss are recognised in the income statement as
part of the fair value gain or loss. Translation differences
on non-monetary financial assets such as equities
classified as available-for-sale are included in the fair
value reserve in equity.

On consolidation, the results of overseas operations
are translated into Hong Kong dollars at rates
approximating to those ruling when the transactions
took place. All assets and liabilities of overseas
operations, including goodwill arising on the acquisition
of those operations, are translated at the rate ruling at
the balance sheet date. Exchange differences arising
on translating the opening net assets at opening rate
and the results of overseas operations at actual rate
are recognised directly in equity (the “foreign exchange
reserve”). Exchange differences recognised in the
income statement of group entities’ separate financial
statements on the translation of long-term monetary
items forming part of the Group’s net investment in the
overseas operation concerned are reclassified to the
foreign exchange reserve if the item is denominated in
the functional currency of the Group or the overseas
operation concerned.

On disposal of a foreign operation, the cumulative
exchange differences recognised in the foreign
exchange reserve relating to that operation up to the
date of disposal are transferred to the consolidated
income statement as part of the profit or loss on
disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR
S

THE YEAR ENDED 31 DECEMBER 2008
—ZETINF+ZA=+—HIEFE
PRINCIPAL ACCOUNTING POLICIES 4, TEGFBUR ()
(Continued)
Borrowing costs EER=2%:
Borrowing costs are included in finance costs in the HREEZRERER EREnTE
consolidated income statement in the period in which S REBEA AR AR E B &
they are incurred, except to the extent that they EZBEZBERARNTIAEREIN
are capitalised as being directly attributable to the BERANGEEE Z BB BERES
acquisition, construction or production of an asset WS R Z RS A A o
which necessarily takes a substantial period of time to
get ready for its intended use or sale.
The capitalisation of borrowing costs as part of the cost EERANDREECHAIES HE
of a qualifying asset commences when expenditure for KRAEEREREBEERERTER
the asset is being incurred, borrowing costs are being BENHETER 2R ETREIE AN
incurred and activities that are necessary to prepare EEBAREEZBMKEA - EFER
the asset for its intended use or sale are in progress. HAEHEAREEEERTREEE
Capitalisation of borrowing costs is suspended or FT e 2 /G B K ER _E A B sk Se Ak B - B
ceases when substantially all the activities necessary to i FakE EE R EERA -
prepare the qualifying asset for its intended use or sale
are interrupted or complete.
TURNOVER 5. E¥X
The Group is principally engaged in the (i) exploitation SEEEZREON P RN EEMN
and management of timber resources in the PRC; (ii) ARER: ()2 T ik 58
research and development, processing, manufacture, 35 B B 8 B2 MR B G K i)
distribution, marketing and sales of a wide range of BENIHEE FEmM-°
timber products and (i) the manufacture and sales of
electronic products.
2008 2007
HK$’000 HK$’000
—EEN\E —ETLF
FHET FABIT
Income from logging and MK R EE AR
trading of timber and 5 B AN HDAR 2 dn 2 A
sales of flooring products 65,940 236,529
Sales of electronic products SHEETEM 438,219 472,802
504,159 709,331
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

6. SEGMENT INFORMATION

Segment information is presented by way of two
segment formats:

()  on a primary segment reporting basis, by business
segment; and

(i)  on a secondary segment reporting basis, by
geographical segment.

The principal activities of the Group are (i) integrated
timber business and (i) the manufacture and sales of
electronic products, which is managed according to the
geographical location of ultimate customers.

Each of the Group’s geographical segments, represents
a strategic business unit that offers products to
customers located in different geographical areas which
are subject to risks and returns that are different from
those of other geographical segments.

The Group’s geographical segments are as follows:

(@) People’s Republic of China;

(b) Hong Kong;

(c) India;

(d) Elsewhere in Asia; and

(e) Africa, Western Europe, the Middle East, North and
South America, and Russia.

In determining the Group’s geographical segments,
revenues, results, assets and liabilities are attributed to
the segments based on the location of the customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

6. SEGMENT INFORMATION (continued) 6. 2HER (@)
(a) Business segments (@) ¥% 28
The following tables present revenue, results and TR EBEG D2 W
certain asset, liability and expenditure information X¥EHETEE BEERASZ
for the Group’s business segments. &Ko
For the year ended 31 December BHE+-_A=+—HBHItFE
Electronic consumer
Timber business products business Consolidated
HWARER ETHEZERER &Re
2008 2007 2008 2007 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(restated) (restated)
—EENE % ZEBEEN\F -TTHE ZBENF -TTtF
TEn THT FERT FHET ThR FAET
(&31) (Z31)
Segment revenue: 2B -
Sales to external customers  AISME R B & 65,940 236,529 438,219 472,802 504,159 709,331
Segment results GEEY (759,215) 348,793 (86,242) 23,450 (845,457) 372,243
Unallocated income ol A N - 956,765
Unallocated expenses Vol A (33,709) (113,849
(Loss)/profit before tax BHa (BR) /&7 (879,166) 1,215,159
Income tax expenses EHRER (2,478) (4,586)
(Loss)/profit for the year FE (BR) /&7 (881,644) 1,210,573
Other segment information: ~ Efi A EE# :
Depreciation and EREHE
amortisation 38,944 7,084 18,097 18,075 57,041 25,159
Unallocated depreciation AAEZHE - - - 56 - 56
38,944 7,084 18,097 18,131 57,041 25,215
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-PT)\F+-A=t+-ALFE

6. SEGMENT INFORMATION (continued) 6. 7EER (»)

(@) ¥BoE (&)

(@) Business segments (Continued)

Timber business

Electronic consumer
products business

Consolidated

MAER ETHELERER "e
2008 2007 2008 2007 2008 2007
HK$'000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000
(restated) (restated)
“EENE _TTHF ZBENE _TTtF —BENE _TTLH
TEL FEL TEL FET THER FHL
(&3) (&51)
Capital expenditure BARY 4,941 3,540 15,850 7,525 20,791 11,065
Write-down/(reversal) R/ (BE)EE
of inventories to net ZAEREE
realisable value - - 18,140 (1,228 18,140 (1,208)
Write-down value of WRME KRR
property, plant and HE(EE
equipment 229,539 - 3,124 4,359 232,663 4,359
Loss/(gain) on disposal of ~ HENE  HEK
property, plant and REzER/
equipment (a) - - 2,163 (1,426) 2,163 (1,426)
Allowance for bad FEWE 5 8R1E
and doubtful trade REREE
receivables 43,339 - 11,175 176 54,514 176
Allowance for bad H o KR
and doubtful other REERE
receivables 12,816 - 560 320 13,376 320
Deficit/(surplus) on BfAETIBR
revaluation of leasehold BFZEH/
land and buidings (B#) - - 50,074 (2,603 50,074 (2,603)
As at 31 December R+=A=+—-H
Segment assets PEEE 3,350,796 3,855,437 444,442 482,556 = 8,795,238 4,337,993
Unallocated assets RAMZEE - - - - 326,913 468,217
Total assets BEE 3,350,796 3,855,437 444,442 482,556 © 4,122,151 4,806,210
Segment liabilities AEERE 672,377 1,113,215 82,192 98,424 754,569 1,211,639
Unallocated liabilities AOBEZEE - - - - 34,027 62,864
Total liabilities wefE 672,377 1,113,215 82,192 98,424 788,596 1,274,503
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
eI Em RN

FOR THE YEAR ENDED 31 DECEMBER 2008
 E-TEN\F+ZA=+—HILEE

6. SEGMENT INFORMATION (continued) 6. D EEHR &)
(b) Geographical segments based on the (b) REFMEMED T2
location of customers ES 8
The following tables present revenue, results and TR EB SR HHE 2K
certain asset, liability and expenditure information moFERETEE BERA
for the Group’s geographical segments. T2 ER
For the year ended 31 December HE+_A=1+—HILFE

Africa, Western Europe,
the Middle East, North

People’s Republic and South America,
of China Hong Kong India Elsewhere in Asia and Russia Consolidated
M ER R
PEARLAE B g THABBE HLENRARE &8
2007 2007 2007 2007 2007 2007
HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000
(restated)
ZI%rE ZI%tE e IERE IETE II%rE
ThL T FhT ThL Th T
(&51)
Segment revenue: AR
Sales to external MINEER HE
customers 326,552 4,882 126,485 53,978 197,434 709,331
Segment results PRER 284,223 9,669 4628 1975 7,742 258,297
Unallocated income AARZBA 968,763
Unallocated expenses ~ KARZER (508)
(Loss)/profit rom 8 (58 /A
operations 1,226,497
Finance costs BBRE (11,33)
(Loss)profit before tax ~~ Er AT (B5%8) /&7 1,215,159
Income tax expenses  FIEHER (4,586)
(Loss)orofit for the year % (&5%8) /it 1210573
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REUHERME

FOR THE YEAR ENDED 31 DECEMBER 2008
(ZE_ZT N \F+-A=+—BLEFE

6. SEGMENT INFORMATION (continued) 6. 7EER @
(b) Geographical segments based on the (b) REFAMEMED T2
location of customers (Continued) Bo¥E (&)

Africa, Western Europe,
the Middle East, North

People’s Republic and South America,
of China Hong Kong India Elsewhere in Asia and Russia Consolidated
i EEHR
HEARRAE EE 9E THEBBE HEENRBES &a
2007 2007 2007 2007 2007 2007
HKS'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Z33t% 3Tk I3%tE 35tE 33t% Z53t%
ThL ThL T T T ThL
Other segment EABER:
information:
Depreciation and HEREH
amortisation 10,284 428 4835 2,064 7,548 25,159
Unallocated depreciation  &AE 27 & - - - - - 5
10,284 428 4835 2,084 7548 25215
Capital expenditure BER% 2,852 2,199 2,018 859 3,142 11,065
Wite-down/freversa) 5,/ (BE)EEE
of inventories to net B SR
realisable value (185) (10) (318) (192) (523) (1,228
Wite-down value of HENE BER
property, plant and B EE
equipment 658 3 1,121 683 1,856 4,359
Loss/(gain) on disposal  HiENE EER
of property, plantand 2B/ (W)
equipment @15 12 369) ) (607) (1,426)
Alowance for bad ERESEAREE
and doubtful trade B
receivables 27 1 45 28 o) 176
Alowange for bad B RNRERER
and doubtful other it
receivables 48 3 8 50 136 320
Deficit/(surplus) on ERBELHREFL
revaluation of B4/ (B%)
leasehold fand and
buidings (399 el 673 (40g) (1,108 2,609
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_TTN\F+-_A=+—HBHLFE

6. SEGMENT INFORMATION (continueq) 6. 7 EER »
(b) Geographical segments based on the (b) BEFFMEMHED 2
location of customers (Continued) ES¥(#&)
As at 31 December R+=—A=+—H

Africa, Western Europe,
the Middle East, North

People’s Republic and South America,
of China Hong Kong India Elsewhere in Asia and Russia Consolidated
FlER AR
HEARLAE B ag EHEBHE ELENRAES &&

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
HKS'000 HKS'000 = HKS'000 HK$'000 = HKS'000 HKS'000 = HK$'000 HK$'000 = HK$'000 HKS'000 = HK$'000  HK$'000
(restated) (restated)

Z2PNE CITCE ZBRNE CTTHE ZBBNE CTTE ZRBN\E CSTHE ZBRNE CTToE ZBRN\E CITME
Tem| Téx| TEm| TEr| TEm Tir | TEx TEr | TEm TEr | TEm| TEn

(E3) (&71)
Segment assets SEEE 3,401,142 2,152,887 5666 1,779,288 = 107,718 124,791 58,537 75,570 | 164,495 205,457 | 3,737,958 4,337,993
Unallocated assets AAMZEE - - - - - - - - - - 384593 468217
Total assets BEE 3,401,142 2,152,887 5666 1,779,288 = 107,718 124,791 58,537 75,570 | 164,495 205,457 4,122,151 4,806,210
Segment liabilties SERE 566,354 562,281 = 118,052 570,691 24,472 26,330 11,897 11,237 33,794 41,100 © 754569 1,211,639
Unallocated iabiites ~ #AE28E - - - - - - - - - -0 686t
Total liabilties A 566,354 562,281 118,052 570,691 24472 26,330 11,807 11,237 33,794 41,100 © 788,59 1,274,503
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

7. OTHER INCOME 7. Hiz A
2008 2007
HK$’000 HK$’000
—EEN\F —ETLF
FERT Fi& T
Gain on disposal of property, HEWE  BEE&ERE
plant and equipment - 1,426
Write-back of net realisable BB T ERE N #3EFE
value provision for inventory - 1,228
Exchange gain, net P& 5 U 25 FEE 4,594 =
Gain on disposal of HEAHEEREF 2 Wa
available-for-sales securities - 42,217
Sundry income HIEWA 8,076 4,546
Surplus on revaluation of EREETHREFZAEH
leasehold land and buildings - 2,603
Dividend income f& S A 30 -
Interest income PSRN 802 5,244
13,502 57,264
8. OTHER GAINS AND LOSSES 8. Hitlhzm REGIE
2008 2007
HK$’000 HK$’000
—EEN\F —TTLF
FHET T T
(restated)
(&=31)
(Loss)/gain arising from changes in A EE &R AN E EHE R
fair value less estimated point-of- EETRAE £ 2 s
sale costs of biological assets EYEE (BR), i (344,895) 262,924
Release of negative goodwill R EgE - 956,765
Impairment loss on available-for- A ERE 2 REEE
sales investment - (8,049)
(344,895) 1,216,640
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

(LOSS)/PROFIT FROM OPERATIONS 9. K&

F(E1R)EF
B2 4 RS (BFR) M FIE A

The Group’s (loss)/profit from operations is arrived at &
after charging: B
2008 2007
HK$’000 HK$’000
—EENE —ETLEF
FET FET
Cost of inventories sold BEERFEZKA 498,892 582,182
Depreciation of property, e =5
plant and equipment on HE2ITE
- owned assets —BEEE 56,057 24,934
Amortisation of owner-occupied XX AT SRR
leasehold interest in land 984 281
Minimum lease payments under ERLY 2 HE TR
operating leases for leasehold BFHEEAS MR
land and buildings 7,019 3,258
Auditors’ remuneration % 25 6 B <& 1,148 1,597
Staff costs (excluding directors’ BIAA (TR E
emoluments — note 10) EEZB e —MHiE10)
Wages and salaries TERF® 90,404 74,008
Retirement benefits scheme R ARAE T FT 8 3K

contributions (excluding (TEEEEHEX

directors’ contributions —PKtsE10)

— note 10) 4,360 12,099
Share-based payments expenses ARt B E®E 2 A 26,985 104,281
Write-down of inventories to MO T &= ] &R FE

net realisable value 18,140 -
Allowance for bad and doubtful FEUE S ARIB R AR

trade receivables 54,514 176
Allowance for bad and doubtful H b R W RIB R R AR

other receivables 13,376 320
Exchange loss, net VE 5 B5 18 - F R - 586
Write-down of property, ORI - HE K&

plant and equipment 232,663 4,359
Loss on disposal of property, HEWE BE R&E2EIE

plant and equipment 2,163 —
Deficit on revaluation of EHEETHREF 2 BA

leasehold land and buildings 50,074 -
Loss on disposal of available-for- HERAHEEREEE

sales investment 8,787 -
Write-off of goodwill Ji 58 7 2 25,715 -
Loss on disposal of subsidiary HEHBARZEIE

companies - 743
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=

E-—2F

EFZETZN\F+ZA=+—BLEFE

10. DIRECTORS’ EMOLUMENTS 10.EEM <
Group
568
2008 2007
HK$’000 HK$ 000
—EEN\F —ETF
FExT FAT
Directors’ fees BEEHE 157 132
Other emoluments for executive WTESZEMME
directors
— Salaries and other benefits — e RHAMmER 4,137 3,524
- Retirement benefits scheme —RIREFIFT B
contributions 60 51
— Share-based payment — AR BERE 25K 5,362 18,090
9,716 21,797

Details of directors’ emoluments for the year ended 31
December 2008 are as follows:

RE-TF/\GE+-A=+—ALF
ErEFHEHERIMT -

Retirement
Salaries benefits Share-
and other scheme based
Fees benefits contributions payment Total
HeR RIKER DY &g
ik Ht g A TR  EEZAR @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$’'000
TR THET TR TR THT
Executive directors: BITES:
Mr. Lam Ping Kei MEETE - 780 12 1,247 2,039
Mr. Li Jun FEEE - 1,000 12 1,247 2,259
Mr. Jing Bin SELE - 400 12 1,247 1,659
Mr. Law Wai Fai EREELSE - 1,077 12 374 1,463
Mr. Cheng Man For B R & = 880 12 1,247 2,139
Independent BYEHTES:
Non-executive
directors:
Mr. Chan Chi Yuen RERLE 60 - - - 60
Mr. Wong Yun Kuen BHEELE 60 - - - 60
Mr. Zhu Quang Qian RAREAE 22 - - = 22
Mr. Qiu Ji Zhi B 4 75 5 A 15 - - - 15
Total #Et 157 4,187 60 5,362 9,716
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
“ETN\F+-A=t-BLEE

— = =

BE

10. DIRECTORS’ EMOLUMENTS (cContinued)

11.

Details of directors’ emoluments for the year ended 31

December 2007 are as follows:

10.EEME (&)

BE-SPLFT-A=t—HLF
ErEFMEHERALMT

Retirement
Salaries benefits Share-
and other scheme based
Fees benefits contributions payment Total
HeR BARER MR B
e HiE#l HTEMR  EEZAR @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAL BT AT BT THL
Executive directors: HTES:
Mr. Lam Ping Kei WEELE - 780 12 - 792
Mr. Li Jun IR E - 239 2 6,784 7,025
Mr. Jing Bin SELE - 82 1 6,784 6,867
Ms. Wong Choi Fung BEB T = 494 10 - 504
Ms. Lam Chu Ying MERE L - 24 1 = 25
Mr. Law Wai Fai BEELE - 981 12 - 993
Mr. Cheng Man For X E - 135 3 4,522 4,660
Mr. Yeung Kwong Lun G EREE - 789 10 = 799
Independent BIYFHITES:
Non-executive
directors:
Mr. Sun Tian Yan BAK K E 16 - - - 16
Mr. Deng Xiao Jun BNEEE 6 - - - 6
Mr. Chan Chi Yuen BREREE 43 - - - 43
Mr. Wong Yun Kuen HEELEE 43 = - - 43
Mr. Qiu Ji Zhi ER 475 5 24 = = = 24
Total Bt 132 3,524 51 18,090 21,797
FIVE HIGHEST PAID INDIVIDUALS MNENESHFMAL

The five highest paid individuals during the year
included five (2007: four) directors, details of whose
emoluments are set out in note 10 to the financial

statements above.

During the year, no emoluments were paid to the five
highest paid individuals (Including directors and other
employees) as inducement to join or upon joining the
Group or as compensation for loss to office (2007: Nil).

During the year 2007, the emoluments of remaining
one non director, highest paid individual amounting

approximately HK$6,783,000.

FR AUREFMALEELNLE
E(CZTLF W)  REZME
FHIEE RN B WK FEI0

RAFERN BEHALESHMA
T (BREEREMER) XMNEM
MEERIMASE 2 Re BB E
(ZTTLF E)-

R-EZLFE BT UIFEER
= A+ 2 Bl € 4 56,783,000/5
on
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-ZEN\E+t-A=+—RBHILEE

12. FINANCE COSTS 12. B # B AR
Group
58
2008 2007
HK$’000 HK$ 000
—EEN\F —TT L
FHERT FAT
Interest on: LATIER 2 F B
Bank loans wholly repayable ERAFAEEEEY
within 5 years RITE K 31,519 9,173
Convertible notes AR R & 8,817 2,165
40,336 11,338
13.INCOME TAX EXPENSES 13. FiB BB X
Group
£5
2008 2007
HK$’000 HK$’000
2B \F —TTLF
FHERT FAT
Current taxation: NEFEHIA:
Hong Kong BB 33 149
Other jurisdictions Hfh 5 A# = 830 4,410
Under/(over)-provision in prior years & BEE TR~ (BEREE)
Hong Kong B 1,615 (14)
Other jurisdictions Hib R AR - 41
2,478 4,586
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR
S

13.

THE YEAR ENDED 31 DECEMBER 2008
“EENFF+ A=+ HLFE

INCOME TAX EXPENSES (continuea)

Hong Kong Profits Tax is calculated at 16.5% (2007:
17.5%) of the estimated assessable profits arising in
Hong Kong for the year.

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

Pursuant to the laws and regulations in the PRC, certain
Group’s PRC subsidiaries are entitled to exemption
from PRC Foreign Enterprise Income Tax for two years
commencing from their first profit-making year, followed
by a 50% relief for the three years thereafter.

Under Decree-Law no. 58/99/M, a Macau company
incorporated under that Law (called “58/99/M
Company”) is exempted from Macau complementary tax
(Macau income tax) as long as the 58/99/M Company
does not sell its products to a Macau resident company.
Currently, Tak Shun (Lam’s) Macao Commercial
Offshore Limited is qualified as 58/99/M Companies.

No provision for deferred tax had been made as the
Group did not have any significant unprovided deferred
tax assets and liabilities in respect of the year (2007:
Nil).

13. P8R X (2

BERNESRIRBEAFEETERR
2 fh et R B im R IZ B R 16.5% (=
TELF 17.5%) T EBEE-

FEHM R AR ELE 2 RIATRIES
BEER ZBRITREE

RBFBEDERIER BETEE 2P
BB AR AR RTBEINEDEAR
B0 BB EERNFEREFME - H
BR=FRIRF -

RIERFES58/99/MIE RS @ &
Bz EASEMK Y Z2BMHRQ A
([58/99/MATR]|) + Al EEA T B 418
Pif 7ot CRPIFTISHE) » tE58/99/M
NA A EBAARLE N AIHEHRE
m e BATEE (MK ) BPIBEFEER
AR QA a K A58/99/MA Gl E K o

HREBRAFELEEMERR
BREETHRAEERAGE (ZFTL
F ) - A I I F R AE 75 7R B
e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

HE-Z

ENF+ZA=+—BILFE

13.INCOME TAX EXPENSES (continueq) 13.

14.

The tax expenses for the year can be reconciled to the

FEBEX e
REF RS LE (BE), %

(loss)/profit per the consolidated income statement is as ZHEM T e lmKkA
follows:
2008 2007
HK$’000 HK$’000
—EENE ZTTLF
FHERT T T
(restated)
(&%)
(Loss)/profit before taxation BRFiAT (ER) R F (879,166) 1,215,159
Tax at domestic income tax rate RAMEHRRETE 2B (145,062) 212,653
Tax effect of expenses that are not  #t 5+ & fE 2R 7 3% 7l
deductible in determining AR R 2 B E
taxable profit 53,991 164
Tax effect of income that is not ?Jﬁiﬂ‘?ifﬁi%ﬁ)ﬁiﬂ
taxable in determining BARTWA 2 RIEHE
taxable profit (5,299) (177,796)
Tax effect of tax losses not AERVBEE BB &
recognized 10,277 16,982
Under-provision in prior years TFEBRETR 1,615 27
Utilization of previously FRBTARERTEEE
unrecognized tax losses (37) =
Effect of different tax rates of EEMAEEREE 2
subsidiaries operating in iSiEEN ﬂZTH
other jurisdictions ME 2 86,993 (47,434)
Tax expenses for the year REFZHIE 2,478 4,586
DIVIDEND 14. R E

No dividend has paid or proposed during 2008 and no
dividend has been proposed since the balance sheet

date. (2007: Nil).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

15. (LOSS)/EARNINGS PER SHARE 15. 81 (FE) BF

(@) BREXR (FHE) BF

(a) Basic (loss)/earnings per share

The calculation of basic (loss)/earning per
share is based on the Group’s loss for the year
attributable to equity holders of the Company of
approximately HK$639,881,000 (2007: profit of
HK$1,117,837,000 (as retrospectively restated),
HK$392,726,000 as previously reported) and
the weighted average of 18,222,409,085 (2007:
17,073,024,570) ordinary shares in issue during

EREAN(EFEE)  &F
DREAFESEEZ A A
EamiFBEAREBMGEEY
639,881,000 L (Z T ZT £
3% F1,117,837,000% 7T
(¥ =%) 392,726,000
BT (MAM2®R) ) RFR
18,222,409,0850% ( — =TT+

the year. F:17,073,024,5708% B 1T E
AR 2 TS -
2008 2007
—EEN\E —ETLF
Weighted average number of ZERMEFHEH
ordinary shares
Issued ordinary shares R—H—RBZ
at 1 January BEITE B 17,629,928,600 2,304,006,720

Effect of issuance of
placing shares
Effect of issuance of

consideration shares
Effect of issuance of
bonus shares
Effect of issuance of
share options
Effect of exercise of
listed warrants
Effect of issuance of
conversion shares

Weighted average number of
ordinary shares at
31 December

BOURERNDZEE
REBNBETZHE
BITARZEE
BTRREZZE
T2 EHRAEE

By 488
&

BUORBBROZEE

R+=—A=+—H2
EEgliok: okt

= 450,700,274

- 128,013,008

= 14,101,782,880

41,147,260 11,798,674
2,520,822 76,723,014
548,812,403 =

18,222,409,085

17,073,024,570
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_ZTT)/\F+ZA=1+—"RHLEFE

15. (LOSS)/EARNINGS PER SHARE
(Continued)

(b) Diluted (loss)/earnings per share

No diluted loss per share have been presented
for year ended 31 December 2008 as the share
options and convertible note outstanding during
the year had an anti-dilutive effect on the basic
loss per share for year ended 31 December 2008.

The calculation of diluted earnings per share for
the year ended 31 December 2007 is based on
the Group’s profit for the year 2007 attributable to
equity holders of the Company of approximately
HK$1,117,837,000 as retrospectively restated
(HK$392,726,000 as previously reported) and the
adjusted weighted average of 18,490,847,826
as retrospectively restated (18,883,646,858 as
previously reported) ordinary shares in issue during

the year 2007. Calculated as follows:

Weighted average number of ordinary
shares (diluted)

15.8R (B#8) B #)

(b) SREE (F5E) BA

BE_ZZN\F+=ZA=+—
HiEFEIWEZY| G E TS
BT EFARTEERER
AMREBRBBSBE_ZTT/NF
+ZA=+—RLtFEZER
EREBBEAERESHE-

B2 _ZTZT Lt &+ - A
:+—H¢¢ﬁ21h%é
BRI RE-_ZZE+E£E
AR EERFE AEG R
#91,117,837,00078 7T & 8
&% (392,726,000 7T (1
ME®R) R -_ZETLEE
18,490,847,8260% i& ¥ &= 5|
(18,883,646,8580% (&0 Al 2
] B BT LB ZLFHEM
I EIE TS E

2007
s

SERMETHSE (#8E) (restated)

(&%)

Weighted average number of ordinary
shares at 31 December 2007

Effect of exercise of share options

Effect of issuance of conversion shares
(net of tax)

Effect of exercise of listed warrants

Weighted average number of ordinary
shares at 31 December 2007

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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TEBREZZE
AT AR R AR 1

17,073,024,570
62,132,176

824,470,568
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R-BELXFE+-_A=+—H
B R Nt 15 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

16. OWNER-OCCUPIED LEASEHOLD 16. ¥F WALt EERES

INTEREST IN LAND

The Group’s owner-occupied leasehold interest in land

SERBKEHERIFEAEEL

comprises: ZERBE:
2008 2007
HK$’000 HK$’000
ZEEBNF —ETLF
FHET F&T
Medium-term leasehold land R Bz R EA TR & £
in PRC 52,397 50,575
Analysed for reporting purpose as:  AREZEBNOTA:
— current assets —MEBEE 984 760
— non-current assets —JERBEE 51,413 49,815
52,397 50,575
17. GOODWILL 17. 88
2008 2007
HK$’000 HK$’000
—EENF ZETLF
FExT T T
Cost 2%
At 1 January n—HA—H 25,715 =
Arising on acquisition A i B T = AR - 25,715
At 31 December Rt+t—_A=+—H 25,715 25,715
Accumulated Impairment losses iR EEE
At 1 January R—H—H - =
Provided for the year FARE (25,715) =
At 31 December R+t-—A=+—H (25,715)
Carrying Amount REE
At 31 December R+=—A=+—H - 25,715

In the year 2008, the Group has provided fully for
goodwill that are determined be the zero value.

R-ZZTNF SECHEESEE

BEXEEDEERME-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

=

E-—2F

EFZETZN\F+ZA=+—BLEFE

17. GOODWILL (Continued)

Impairment test for cash-generating unit
containing goodwill

The recoverable amount of the cash-generating unit
is determined based on value-in-use calculations.
These calculations use cash flow projections based on
financial budgets approved by management covering a
five-year period. Cash flows beyond the five-year period
are extrapolated using the estimated rates stated below.

The growth rate does not exceed the long-term
average growth rate for the business in which the cash-

generating unit operates.

Key assumptions used for value-in-use calculations:

17. 88 (&)

HRSELEN (BEFE) 2
AR

ReELEM A RS RETIIRIEE
REBEZFEMEE -ZFHETIR
BREBBIEc AFRETBRE R
RReRETRN - BEAFHRE R
EREBDRE TG L RESR -

BRETHBRGELBLIGE 2%
B2 REFHERER-

SAEEREEMERZEZERK:

2007

“TTLF

%

Gross margin = F| 33
Growth rate BRE 30
Discount rate I = 6.5

Management determined the budgeted gross margin
based on past performance and its expectation for
market development. The discount rates used are pre-
tax and reflect specific risks relating to the relevant
segments. The directors concluded that it is appropriate
not provide for impairment for the year ended 31
December 2007.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE-TT\F+-A=Zt-HLFE

18. PROPERTY, PLANT AND
EQUIPMENT

18.MEF -BERZHE

Leasehold
improvements,
Medium furniture,
term office
leasehold  Construction equipment
Land and in Plant and and motor
Group KB Buildings progress machinery vehicles Total
HEM=
%5 &
HHEE BAERME
THREF EBRIR HERME kRE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT ThRT TAT TAT FHET
Cost or valuation BASfEE
At 1 January 2007 RZETLF
—A—-A 88,760 21,154 154,087 12,693 276,694
Acquired on acquisition of  FAUREE KB
subsidiaries RRER 40,760 - 221,581 3,124 265,465
Additions NE - 5,884 2,394 4,989 13,267
Transfer ok 296 (296) = = =
Surplus on revaluation EFAH 3,453 - - - 3,453
Write-down of property N RIS
plant and equipment e - - (5,798) (80) (5,878)
Disposals HE = = (3,405) (23) (3,428)
Exchange realignment RS 7,011 1,659 17,403 877 26,950
At 31 December 2007 and R =ZE+F
1 January 2008 +=-A=+-H
RZZTN\F
—A—-AH 140,280 28,401 386,262 21,580 576,523
Additions NE - 9,091 3,601 6,606 19,298
Transfer o 19,311 (19,311) - - -
Deficit on revaluation EhEM (51,603) - - - (51,603)
Write-down of property WRDE BE K
plant and equipment By (39,876) - (243,285) (832) (283,993)
Disposals L& - - (6,405) (1,324) (7,729)
Exchange realignment e 8,638 766 22,142 1,103 32,649
At 31 December 2008 RZZENE
+=-A=1+—H 76,750 18,947 162,315 27,133 285,145
Analysis of cost KA EE DT
or valuation
At cost BRA - 18,947 162,315 27,183 208,395
At valuation &itE 76,750 - - - 76,750
76,750 18,947 162,315 27,133 285,145

372008 - FEEBRAELERAT 95



96

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

18. PROPERTY, PLANT AND 18. W% BERRE 2
EQUIPMENT (Continued)
Leasehold
improvements,
Medium furniture,
term office
leasehold ~ Construction equipment
Land and in Plant and and motor
Group 58 Buildings progress machinery vehicles Total
HENE
AL
hHEE BAERHE
THREF ERIR BERKS RAE st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL THET FHEL FEL THET
Depreciation e
At 1 January 2007 RZZETLF
—fA—R - - 53,487 8,611 62,098
Provided for the year FREE 2,420 - 22,314 2,620 27,354
Write-back on revaluation ~ EfiE & E (2,420) - - - (2,420)
Write-down of property HommE
plant and equipment R Rt - - (1,439) (80) (1,519)
Disposals HE - - (2,641) (10) (2,651)
Exchange realignment Rk - - 4,627 509 5,136
At 31 December 2007 and R =ZTTLE
1 January 2008 +=R=+-H
RZZT)N\F
—R-H - - 76,348 11,650 87,998
Provided for the year ENEE 5,427 - 48,508 4,229 58,164
Write-back on revaluation ~ EffE &R (2,107) - - - (2,107)
Write-down of property VR IER
plant and equipment S (3,322) - (41,252) (183) (44,757)
Disposals tE - - (3,534) (1,241) (4,775)
Exchange realignment B 5% 92 - 5,784 592 6,468
At 31 December 2008 RZZTN\E
+=A=+-H 90 - 85,854 15,047 100,991
Net book values REFE
At 31 December 2008 RZEENEF
+=ZA=+—H 76,660 18,947 76,461 12,086 184,154
At 31 December 2007 RZZEZ+E
+=-A=1+—H 140,280 28,401 309,914 9,930 488,525
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

18. PROPERTY, PLANT AND
EQUIPMENT (Continued)

The Group’s leasehold land and buildings included
above are held under the following lease terms:

18.ME -BERRE 2

EXm#EzEEEE T MEF IR
BATHEFHES:

2008 2007

HK$’000 HK$’000

—EENE —ETF

FET FET

Medium-term leases in Hong Kong R &S < FF #7H # 4,900 5,400
Medium-term leases in the PRC AR B 2 R B 4 71,760 134,880
76,660 140,280

At 31 December 2008, the Group’s leasehold land
and buildings in Hong Kong were revalued on an
open market value, existing use basis, by Malcolm
& Associate Appraisal Limited, an independent firm
of professional valuers, at HK$4,900,000 (2007:
HK$5,400,000). The resulting revaluation deficit
of approximately HK$500,000 had been debited
to the property revaluation reserve (2007: credited
HK$388,000).

At 31 December 2008, the Group’s leasehold land
and buildings in the PRC except Hong Kong were
revalued on a depreciated replacement costs basis by
Malcolm & Associate Appraisal Limited and LCH (Asia
Pacific) Surveyors Limited, at HK$67,500,000 and
HK$40,813,000, respectively (2007: HK$93,000,000
and HK$41,880,000 respectively). The resulting
revaluation deficit of approximately HK$941,364
(2007: surplus HK$469,000) had been charged to the
property revaluation reserve and revaluation deficit of
approximately HK$50,074,000 had been charged to the
income statement (2007: HK$2,603,000). A subsidiary
of the Group, #& 2 /K& ElEHBR AR, amount of
approximately HK$36,553,000 (2007: Nil) leasehold
land and buildings in the PRC had been written-off.

Had the Group’s leasehold land and buildings in
Hong Kong and elsewhere in the PRC been carried
at historical cost or valuation less accumulated
depreciation, their carrying amounts would have been
approximately HK$2,596,000 (2007: HK$2,652,000)
and HK$147,858,000 (2007: HK$125,956,000),
respectively.

—ETN\F+_A=+—8"
lum%.S,%Zfﬂi%iimm%%mﬁ
VEEGEMTEBRIGEERA
ANREFEREERARAMES
54,900,000 L (=TT L F:
5,400,000 70) - AEMEE 2 EH
&5 4t #7500,00078 TLE B M ¥ E 4
W (ZZTZF L F 5 A388,000%
JC) °

RZEENE+=—_A=+—H &7
URFE(TEEES) 2HELH
FMEFHEBRFHEERARNUITES
ERAEESBIEE A67, 5oo 00078
n&40 813,000 L (Z Tt F:

2 7193,000,0007% 7T 41,880,000
;‘%ﬂ:) o A EhE 4 2 Al #1941,364
BT ( Z T T+ B $469,000/8
B AVEEGHHE EHBA
#4750,074,0005% JT & A Uz & 1B
(ZZEZ+4:2,603,0008 1) ° &
@Pﬁ% ﬁﬁZ?t%ﬂ&%\JLﬁﬁE

N &) B#36,553,000/8 7T (ZEZE+
i-?ﬁ@zqﬂfﬂ S+ REFEM
8 ©

WEBEREBRFRHEME 2
B+ 3 M8 T LA SRR R B B R
2 ESER AE@EHEE L KiE
FZEREESD B4 52,596,000/ T
(ZZEZT £ :2,652,000% 7T ) & 4
147,858,000 0 (2 Z L F:
125,956,000/ 7T, ) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

The analysis of fair value of biological assets by location

19. BIOLOGICAL ASSETS 19. 5 YEE
Group
58
2008 2007
HK$’000 HK$’000
—EEN\F —ETLF
FHERT FAT
At 1 January R—HA—H 3,415,440 =
Acquisition through business BB EE IR
combination - 3,138,375
Direct sales HELE (29,376) (108,536)
Addition NE 4,942 -
(Loss)/gain arising from changes in &£ ¥&E 2 A FER G T
fair value less estimated point-of- HEMKASHELEZ
sale cost of biological assets (E1E) s (344,894) 262,924
Exchange realignment ME 5, 38 & 180,905 122,677
At 31 December R+—-_A=+—8H 3,227,017 3,415,440

EMEEZ N FERMESRNAT

is as follows:
Group
58
2008 2007
HK$’000 HK$’'000
—BRNF  _TTLH
FERT FAT
Hebei Ak 32,588 31,993
Hunan W - 10,112
Yunnan ErE 3,194,429 3,373,335
3,227,017 3,415,440

The Group’s biological assets in PRC were
independently valued by LCH (Asia-Pacific) Surveyors

Limited.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A

BB R KA

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

el

BIOLOGICAL ASSETS (Continued)

In valuing the inventory of standing trees, the valuer
has considered the three approaches to value with
reference to inventory of standing trees as well as the
accounting standard, and found that market approach
i.e. the market-based comparable method is the most
reasonable approach to value. This method uses the
present market value in terms of price per unit volume
of the final product and the total merchantable volume
of timber in the concession as basis for coming up
with the estimated value. The underlying theory of
this approach is existing market price is dependent
parameter since it reflects how much the buyer is willing
to pay and how much the seller is willing to give up his
goods and services.

In using the market approach the valuer has taken the
following into consideration:

° Average diameter and length of round logs being
sold in the locality;

o The diameter at breast height and the
merchantable height of the standing trees;

U Parameters used in classifying young, mid-aged,
near mature and mature trees;

° Species of the standing trees;

o The quantity of timber based on the adjusted
inventory provided to us; and

° Cutting cost, transportation cost, forestry fund,
and other associated costs necessary to process
the standing trees to round logs.

The valuer understands, that it is the intention of the
Company to sell the biological assets as i) round logs
to sawmills in their respective locality, ii) raw material in
its solid and engineered wood factory and iii) process
some of the harvested timber to sawn timber in its
sawmill. Factors considered in selling harvested timber
are location of the forest area, species of timber,
volume of timber and requirement of the Green & Good
Group’s owned factories. The valuer has assumed in
its valuation that the entire inventory will be sold in their
respect locality as round logs since the Green & Good
Group’s intended to use only a small quantity of the
timber for processing in owned factories.

19. 5 EE (&)

REMEFE 2GR GER  GER
Z2ERBFE2BAZFER G
HEAMER=MEETE LEBET
SAEE (AT S REEZ L&
N)RGEEFREEZRAEN A
BRI RBAM N REERNE
BusBgsRITMEREBEMEAR
HEEZAMBEERFAEREE L
HEAMZAREE WEEEZE
AEwmA BITTER/RKKEZZ
g RAERRETBEMN L ZER K
BEOREH REHREY EREMER
WER 2 (B 1% o

FERAMISEEER  HEMSZER
PATS & 3

s HEMBEZEMZFHES
RERE:

e BBFHEZEAZBMESELER
BRAMS

o DYHB - FERAK FEERK
BRERKBZ28:

s BEBFEHAZER:

s REFEMERMHZILHEN
MEEAEZIAMEBE: &

s EERFLEZEHAEREKRASE
MR E A2 BRICKA B &K
N-MEXESREMBERMNK
P

MEMMNE RRABIEENEEE
ok MH'&%ﬁ EBFREME
ﬁ*ﬁnﬁﬂﬁ#%%ﬁ%&@é
ARE R Rii)#B0 E RKAM & T 8-
IR IN A B 32 K A3 AR 87 1) 2 AR A = Bt
HEEREKAMAE B ZEARAMNEG
ZETEME  AMOEE A 1FE
hRERBERZERERNEZHREE M
BRI - fAEMERERSTERR
EAMEFERSERESAZME
wRABMTEALE Az E

EEERAEBERELEARMT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

19. BIOLOGICAL ASSETS (continued) 19. 5 MEE (#)
During the valuer’s on-site inspection, the valuer EEME A - HEMSEDE &
was informed that young and mid-age trees are also R IR R T 45 B - R
marketable but at lower prices compared to near R B R REE ZEAREERA]
mature, mature and over mature trees. For this reason, BERFEE - ERLER HEME A
the valuer has valued the entire timber inventory in the MEXREAZE2HAMEFELETH
Forestry Reports. (=
In valuing the inventory of standing tree using the HEMERAMSEEEHRER
market approach, the valuer has used the average mill EZBAZ GEETHAER  BXA
gate round log prices taking into consideration tree FEARE 2 BN FEHE (Bt ARKE
species, age and location. MBI RAEE )G E -
Reasonable recovery rates to allow for losses before HEMZGEERREFAGEZBE
and during harvesting as well as costs required to L (BB K AT MR 2 B E%E
harvest and transport the timber from the forest to local 1 WA B KA AR SR E )
point of sales were then deducted to arrive at its opinion EHELREZKA) o [HEREM
of value. The other costs that were considered in the BERESER 2 HMKNAD R A BRK
valuer’'s valuation are: harvesting and transportation MiEHE AR HER ZRA B
cost to main road or point of sales, local and national MERREESD  WEZFH AN
taxed fund, forestry road allowance and forest =L N

management cost.

20.INVESTMENTS IN SUBSIDIARIES 20 RMfB AR ZRE
Company
AT
2008 2007
HK$’000 HK$’000
—EENF 2T F
FTExT T T
(restated)
(=31)
Unlisted shares, at cost LMD R AE 1,036,423 1,036,423
The balances due from (to) subsidiaries included in the FFARRIZRBEER RSB AEZE
Company’s current assets and current liabilities are e () MBRRZ & AERA &
unsecured, interest-free and repayable on demand. B EREFEEHR - i () S
The carrying amount of these amounts due from (to) RAZMESBE 2 REEEIEQF
subsidiaries approximate to their fair value. 1B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M HmRMHE

FOR THE YEAR ENDED 31 DECEMBER 2008
BHE_ZTTZN\F+_A=+—BLLFE

20.INVESTMENTS IN SUBSIDIARIES 20 AMIB AR 2 ’RE (#)

(Continued)
Particulars of the principal subsidiaries are as follows: FEWBRARZFBAT
Place of Percentage
incorporation/ Nominal value of of equity
establishment paid-up share/ attributable
Name and operations registered capital to the Company Principal activities
EMAL/ BARE/ DR
ARER B R &35 HMEXEE BREBA TEEH
Direct  Indirect
¢ i

Green & Good Group Limited British Virgin Islands Ordinary US$100 70 = Investment holding
(“Green & Good”) HERLHEE E@R100%E T REER
(Note 1)

BZEEERRAA
(Mgzx]) (Fat1)

Leeka Wood Co., Ltd. PRC RMB100,000,000 = 70 Manufacture, distribution and
(Note 2) H AR 100,000,000 sales of timber flooring

BrEREERAA (FE2) products and furniture

g S HEREERMRER
RERA

#2EAHRMNERRRF PRC US$12,800,000 - 4739 Manufacture, distribution and
(Note 3) H 12,800,000 7 sales of flooring product

#ZERFRBERRAA HE D RHERER
(Hi3E3)

E-Today Technology Limited British Virgin Islands Ordinary US$600 100 - Investment holding
(‘E-Today") EBRAHE iR IR600% T REARR

E-Today Technology Limited
(TE-Today | )

Deji Electronic Co., Ltd. PRC HK$10,200,000 - 100 Manufacture and sales of
Putian County, Fujian H 10,200,000/ 7 electronic products
(“Deji Electronic”) (Note 4) HERHEETER

ERABHGELASTAR
AR ([EEET]) (Hiz4)

Putian Dexing Electronic Co., PRC HK$118,136,944 - 100 Manufacture and sales of
Ltd. (“Putian Dexing’) H 118,136,944/ 1C electronic products
(Note 5) HWERHEETER

EMEEETERAR

(IsmEil) (Hs)

F 32008 - FEREBRAXERAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_ZTT)/\F+ZA=1+—"RHLEFE

20.INVESTMENTS IN SUBSIDIARIES 20 RMB AR 2 RE (@)
(Continued)
Place of Percentage
incorporation/ Nominal value of of equity
establishment paid-up share/ attributable
Name and operations registered capital to the Company Principal activities
FRAL/ BARE/ DRI
DRAR MY RE R AMEAEE REBAL TEXR
Direct  Indirect
HE %
Putian Derong Electronic Co., PRC HK$60,601,000 - 100 Manufacture and sales of
Ltd. (Putian Derong’) H 60,601,000/ T electronic products
(Note 6) HERHEEFEM

EAMEREFERAA
([Em@aRl) (Hze)

Zhejiang Yiwu Dexing PRC US$9,950,000 - 100 Inactive
Electronic Co., Ltd. e 9,950,000% ¢ TEex

(“Zhejiang Yiwu") (Note 7)
MIRSEEETERAR
(BmIssl) (MW7)

Tak Shun (Lam’s) Company Hong Kong Ordinary HK$2 - 100 Investment holding and
Limited (“Tak Shun Lam’) B Non-voting deferred distribution of electronic
B (HK)ER HK$10,000 products
(ITak Shun LamJ ) (Note 8) REARRDHEFEM
LaRoAT
ERFRETR
10,000/ 1T
(Hi3E8)
Advance Display Technology Hong Kong HK$10,000 = 100 Sales of Liquid Crystal Display
Limited BB 10,000 7T products
EIRBTREMERA A HERBBBETEM
Tak Shun (Lam’s) Macao Macau MOP500,000 - 100 Distribution of electronic
Commercial Offshore B 500,000} & products
Limited APHETEM
= (K ) RFIEE =
BERBERAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M HmRMHE

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-FF/\F+t-A=t-BLFE

20.INVESTMENTS IN SUBSIDIARIES
(Continued)

Notes:

Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Note 6:

Green & Good is an investment holding company
incorporated in the British Virgin Islands on 2
November 2006 and whose sole asset is the entire
equity interest in Leeka Wood Co., Ltd.

Leeka Wood Co., Ltd. is a wholly foreign owned
enterprise established in the PRC for an operating
period from its date of establishment on 29 March
2006 to 21 January 2027. The registered and paid-
up capital of Leeka Wood Co., Ltd. amounted to
RMB100,000,000.

4k 2 =/l S El A PR A R is a joint venture funded by
Hong Kong, Macau, Taiwan and the PRC ( & 78 L 15
WA & A A]) established in the PRC for an operating
period of 15 years commencing from its date of
establishment on 23 December 2004. The registered
and paid-up capital of %k < 3 /K $l & Fl3E B BR A &
amounted to US$12,800,000.

Deji Electronic is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 20
years commencing from its date of establishment on
27 April 1992. The registered and paid-up capital of
Deji Electronic amounted to HK$10,200,000.

Putian Dexing is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 50
years commencing from its date of establishment
on 18 May 1998. The registered capital of Putian
Dexing amounted to HK$206,480,000, of which
HK$118,136,944 was paid up by the Group as at 31
December 2008.

Putian Derong is a Sole Foreign Investment
Enterprise established in the PRC for an operating
period of 50 years commencing from its date of
establishment on 29 April 2001. The registered of
Putian Derong amounted to HK$63,000,000, of which
HK$60,601,000 was paid up by the Group as at 31
December 2008.

B :

FfEET

B &2

M=

M 54

S

F5E6

20. RHBARIZRE (&)

B EAN_TEAF+—A=
AERBREZESFMAY 2
BERAR MEKE-—BE/RN
Zfzzeﬁiiﬁﬁ&’&ﬁz%%ﬁﬂ%zﬁ
REA o

BZEAEBRAB AR TR
B ZBENERELE H=
EEREFE=ZA-_FTNABKILH
HEE-_T-_+tF—A=+—
HHRLE 2B REARA
Al adMEBREERBARE
100,000,0007T °

4z mAHIREEAR AR BR
¢.Wiz BREAZNEEA

TH-ETENFE+—_A=1+=
Eﬁia%tﬁﬁﬁﬁﬁwio
HrzEAb@REEAERARZ
& 8- & AN B12,800,0003%
=

EEETARBEMKZBEN
BREGE B—NANAL=ZFWA
—trARZBHERLERA
0F EEBE T i kBHEE
X 410,200,0005 7T ©

EHEEARTRKLIZBE
NEREGE B—NLANF
AA+/\BKY BHREE

HASOF -HEHEGZEME
K £206,480,000/% 7T ' &
118,186,944 TE R =TT N\
F+-A=+—HBEEEXff-

BHERXRARPEKIZEBE
Wé&ém% H-ZZTZT—F
MMAZ=+NBM B HREE
FEHAS0FE - A EE 2 M
& X 563,000,000/ T © & &
60,601,000 TER =TT N\F
+-—A=t—HABEEX-

F 32008 - FEREBRAXERAA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUBBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

20.INVESTMENTS IN SUBSIDIARIES
(Continued)

Notes: (Continued)

Note 7: Zhejiang Yiwu is a Sole Foreign Investment Enterprise
established in the PRC for an operating period of 30
years commencing from its date of establishment
on 28 November 2003. The registered and paid up
capital of Zhejiang Yiwu amounted to US$9,950,000
(equivalent to HK$77,610,000).

Note 8: The non-voting deferred shares carry no rights as
to dividends, no rights to attend or vote at general
meetings and no rights to receive any surplus in
a return of capital in a winding-up (other than the
nominal amount paid up or credited as paid-up
of the non-voting deferred shares, after a sum of
HK$1,000,000,000 per ordinary share has been
distributed to the holders of the ordinary shares of Tak
Shun Lam in such winding-up).

None of the subsidiaries had any debt securities
subsisting at the end of the year or at any time during
the year.

The above table lists the subsidiaries of the Company,
which, in the opinion of the directors, principally
affected the results for the year or formed a
substantial portion of the net assets of the Group. To
give details of other subsidiaries would, in the opinion
of the directors, result in particulars of excessive
length.
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20. AMIBRRIZRE (&)

fisE: (&)

M7 IESBRBBERY ZBEIN
BREMCYE H-_EBEE=F+—
B =+ /\BR B HREEFH
ARIOFMIHSZEMRAR
& 7N /59,950,000% 7T (HEE R
77,610,000/ 7T ) °

B FES ¢ 15 22 R X R I A B S R AR
BZER TEELERRAS
ke EREREEEEREE
BAEEPWEEREE (BRIE
£S5 Tak Shun Lamif i@ iR
ZHEBAERETREERS IR
1,000,000,000/%8 7T 2 5138 * Bl
BEEIEY CYN NS i &N
ZERERERER ZEE) o

7 45 Y /8 2 B 0 6 TR 2K AR P (AT B
BEMEHESMBRF -

EERR LERAHIZARMEL
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_TTN\F+-_A=+—HBHLFE

21.INVENTORIES 21. 78
Group
58
2008 2007
HK$’000 HK$’000
—EENF —ETELF
TET TAT
Raw materials R 41,042 42,035
Work in progress =2 11,339 17,158
Finished goods BURK 44,105 47,892
96,486 107,085

Included in above, none of work in progress (2007: Nil)
and finished goods of approximately HK$4,467,000
(2007: HK$6,110,000) are carried at net realisable

NETBEERR (2SS LF &)
N B #E B AK G 494,467,000 7T (=
T T4 :6,110,000/8 7T ) * LA A]

value. B3R FESIR
22. TRADE RECEIVABLES 22. BN E 5 BR1E
Group
58
2008 2007
HK$’000 HK$’000
—EENF —ETLF
THET F&T
Trade receivables JEUE 5 BRI 169,000 105,296
Less: Allowance for bad and B ERE S RIERZEREE

doubtful trade receivables (61,137) (1,347)
107,863 103,949

The Group normally allows credit terms ranging from 30
to 90 days to its customers.

SE K%L TFTRFIVEWHZFE

Hio

F #2008 - FERBEBRAXERLA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

22. TRADE RECEIVABLES (continueq) 2. EWE B IRIE ()

An aging analysis of the trade receivables net of
allowance for bad and doubtful trade receivables

R 35 & W AR A 1

MmElnz#EE AR

B ZRE (R EWE ZRRIARE

as at the balance sheet date, based on the date of BREE) ZERRDMAT !
recognition of the sale, is as follows:
Group
58
2008 2007
HK$’000 HK$’000
—EENE —TTLF
FHET T T
1 - 30 days 1-30H 52,019 46,464
31 - 60 days 31 - 60H 27,577 28,523
61 — 90 days 61 - 90H 17,498 17,873
Over 90 days Q0B KA E 10,769 11,089
107,863 103,949
The fair values of the Group’s trade receivables at 31 EER_ZEENF+_A=+—HZ
December 2008 approximated to the corresponding EREZRE A EZRIEER Y
carrying amounts. BRMEE-
23. AVAILABLE-FOR-SALES FINANCIAL B.AHEEEREE
ASSETS
Group
58
2008 2007
HK$’000 HK$’000
—EENE —FETLF
FERT T T
Listed investments EmiRE
Equity securities listed REB LEMHREZEFH
in Hong Kong - 11,610
Analysed for reporting purpose as: AT E2HR B B A :
Current assets BN & E - 11,610

106 SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

ll‘li\

EMBBERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE

24,

25.

—ERNET A=t -HLEE

AMOUNT DUE FROM MINORITY
INTERESTS/MINORITY
SHAREHOLDER OF SUBSIDIARY

Group

The amount due from minority interests is compensation
of shortfall from guarantee profit. The effect of changes
as described in note 3 to the notes of consolidated
financial statements.

The amount is unsecured, interest-free and is repayable
within 30 days.

Company
The amount due from a minority shareholder of

subsidiary is unsecured, interest-free and is repayable
within 30 days.

TRADE PAYABLES

An aging analysis of the trade payables as at the
balance sheet date, based on the receipt of goods
purchased is as follows:

24, B DERER HELQF
ZLERERARIE

%8

IR W > B s BR R TR VR R A IR R
BOEE B X BENREVBR
R M FE3FF AL ©

%
=

ARAEEM - %2 B NMAN30H
i e

A

ﬁ%vﬂ'
N

T

F 55

B
][

FEY KB 2 Rl 2 DB R FUR R K
B RANSARNEER-

25. B+ E Z BR1\E
BEFES Y Sk ARmE s

BEREMNESREZREK D0
T

Group
%

2008 2007
HK$’000 HK$’000
—EENF —EELF
TR FHT
1 - 30 days 1-30H 17,661 24,028
31 — 60 days 31 -60H 11,360 13,024
61 — 90 days 61 - 90H 4,161 6,856
91 — 180 days 91 - 180H 2,750 7,265
Over 180 days 180H A £ 7,549 8,407
43,481 59,580

The fair values of the Group’s trade payables at 31
December 2008 approximated to the corresponding
carrying amounts.

SER=ZZENF+ZA=+—HZ
[ENESREZ ATEROLEEESZ
BREE-

F 32008 - FEREBRAXERAA
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REUBBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

26.INTEREST-BEARING BANK LOAN

26. st B RITE X

Group
&5
2008 2007
HK$’000 HK$ 000
—EEN\E T
T T Fi& T
Unsecured bank loan EIRFIRITE R 406,780 413,267

The above amount bear interest at prevailing market

FR S RRTHSNERGTR I

rates and are repayable as follows: AR AT EHEE
Group
£8
2008 2007
HK$’000 HK$’000
—EEN\F —ETLF
FERT FAT
Within one year —F R 406,780 66,587
In the second year F4F - 346,680
406,780 413,267
Less: Amount due within one year BREBBEMTR—FA
shown under current liabilities FEfT 2 R IE (406,780) (66,587)
- 346,680

The bank loan is a variable-rate borrowing which carries
interest rate ranging from 5.25% to 7.56% (2007:
4.75% 1o 6.47% per annum).

The Group’s bank loan of HK$406,779,000 (2007:
HK$385,200,000) is guaranteed by a loan service
provider, an independent third party. The Group has
given a corporate guarantee in favor of this loan service
provider in respect of this bank loan.

The directors consider that the carrying amount of bank
borrowing is approximated to its fair values.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_TTN\F+-_A=+—HBHLFE

26. INTEREST-BEARING BANK LOAN
(Continued)

The Group’s borrowing that is denominated in
currencies other than functional currencies of the
relevant group entities are set out below:

26.

SFERITER )

NEBEEERB 2 NEESUINCZE
BilEzKBEEERHIWT

Group
58
2008 2007
RMB’000 RMB’000
—EENF —ETF
AR¥T T ARET T
As at 31 December R+=—_A=+—H 360,000 380,000
27.PLEDGE OF ASSETS 27. EE K

At the balance sheet date, none of property, plant
and equipment (2007: Nil) were pledged to secure the
Group’s banking facilities.

REEBLEBYE BERZRE (=
ZELF B)ERFERERTR
B2EM-

28. DEFERRED TAXATION 28 EEBHIBEE
The following are the major unprovided deferred tax U AEBRERNT B ABEEIL
assets by the Group and movements thereon during the HIELSERESH:
year.
Group
£8
Difference
between
depreciation
and tax Estimated
allowances tax losses Total
HK$’000 HK$’000 HK$’000
MEEE B
BeZEZE GHABBER st
FHET FHET FHET
At 1 January 2007 R=ZFZ+F—H—H (19) 508 489
Movement for the year F N (197) 90 (107)
At 31 December 2007 RZETLF
+=—A=+—8 (216) 598 382
Movement for the year FREE) (195) 37 (158)
At 31 December 2008 RZZTZ)\F
—A=+—H (411) 635 224

No provision for deferred tax had been made as the
Group did not have any significant unprovided deferred
tax assets/(liabilities) in respect of the year (2007: Nil).

SERFALEEAEARBEERELEHE

EE/ (afR)

B(_TTLF ]|)-

- B S AR RE AR IR 4 1

F #2008 - FERBEBRAXERLA
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REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE-ET/\G+-_A=+—BLEE

29. SHARE CAPITAL

29. iR &

Shares i &l Number of shares Share capital
RHEE [
HK$’000
T T
Ordinary shares of HK$0.01 each &R E{E0.01/8 T 2
T m AR
Authorised: JETE
At 1 January 2007 RZZEZTLF
—H—H 4,000,000,000 40,000
Increase in authorised share VA TE IR ZS 38 N
capital 96,000,000,000 960,000
At 31 December 2007 and R-ZEEZLEF
31 December 2008 +—A=+—H
MZZFNF
+=-—B=+—H 100,000,000,000 1,000,000
Issued and fully paid: BEETRHAR:
At 1 January 2007 RZZEZELF
—H—H 2,304,006,720 23,040
Issue of placing shares BITEL SRR D 460,800,000 4,608
Issue of new shares upon RS AR A I 1T (R RS
exercise of options BEITHRR D 16,432,000 164
Issue of new shares upon AR AR B BT T (F By
exercise of warrants BITHRGD 190,660,000 1,907
Issue of consideration shares BITRERD 556,247,000 5,562
Issue of bonus shares BATALIR 14,101,782,880 141,018
At 31 December 2007 RZZEZTLF
+=-—BA=+—H 17,629,928,600 176,299
Issue of new shares upon 7 B A% M 1T R B
exercise of options BEITERR D 44,150,000 442
Issue of new shares upon R IR BT T (E By
exercise of warrants BITHRG
(Note (a)) (FrsE@)) 3,900,000 39
Issue of new shares upon RER AR R B
conversion of convertible BITERR D
notes (Note (b)) (P 5E () ) 5,774,320,550 57,743
At 31 December 2008 RZZEZEN
+=-—A=+—H 23,452,299,150 234,523
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

BE

29.

30.

—ERNET A=t -HLEE

SHARE CAPITAL (Continued)

Notes:

The movements in the ordinary share capital during the year
ended 31 December 2008 are as follows:

(@) During the year ended 31 December 2008, registered
warrant holders exercised their rights to subscribe
for 3,900,000 ordinary shares at a consideration of
HK$347,100 of which HK$39,000 was credited to share
capital and the balance of HK$308,100 was credited
to the share premium account. The subscription rights
attaching to the warrants were expired on 17 October
2008 in accordance with the terms and conditions of the
warrants.

(o) During the year ended 31 December 2008, convertible
note holders had converted their convertible notes into
5,774,320,550 ordinary shares.

SHARE OPTION SCHEME

The Company operates a share option scheme
(the “Option Scheme”) for the purpose of providing
incentives and rewards to eligible participants who
contribute to the success of the Group’s operations.
Eligible participants of the Option Scheme include
the Company’s directors, including independent non-
executive directors, other employees of the Group,
suppliers of goods or services to the Group, customers
of the Group, any person or entity providing research,
development or other technological support to the
Group, and any other person or entity determined by
the directors as having contributed or may contribute to
the development and growth of the Group. The Option
Scheme became effective on 18 September 2001 and,
unless otherwise cancelled or amended, will remain in
force for 10 years from that date.

29.

30.

BA (#)

Bf &
BE—_EENEFE+-_A=+—HIEEZ
ERBASHNT -

(@ REEZEZZEZENF+_A=+—1t
FE IMRAREZHFEATERSE
2 FEF LA R BE3,900,0000% 3 5/ A% »
K& &347,1007% 7T+ H 39,0004
JCEF ABRZ - i 45 #:308,1007% It 8l
T AR 5 R o 1R B R AR B A 1K
TR EEHA 2 RBEEE R
STZN\F+A+EBEH-

b) R=ZTEZENF+ZA=1+—HLHF
B TBBREEEE AR E
BB 55,774,320,5500% X A% -

BT E

RARABRE S ([BARER
FRMEEBIEOEHEERZER
BEEERERCAER2EE Bk
RETEIZEERSEEBREARZE
F(BURTESENEREA)
SEEMES KEZEmARBHE
R SEEF REBEREMHH
PSR MBI SR Z AL E I
NREERRERIEREEBERLK
RERERMZEMEMALRER
BREFIR_ZET-FAA+/N\AH
£ BRIFSEBORHER BAIA
ZBEF0FH—BEAR-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

=1

E-2F

EZETZN\F+ZA=+—BLEFE

30. SHARE OPTION SCHEME (continueq)

The maximum number of unexercised share options
currently permitted to be granted under the Option
Scheme is an amount equivalent, upon their exercise,
to 10% of the shares of the Company in issue at
any time. At 1 January 2008, the number of shares
under the share options issuable under the Option
Scheme was 1,762,992,860, which represented
10% of the Company’s shares in issue as at the date
of extraordinary general meeting of the Company
held on 21 December 2007 at which the existing
Scheme Mandate Limit was refreshed. The Company
had granted 621,000,000 share options during the
year ended 31 December 2008 and the number of
share options issuable at 31 December 2008 was
1,141,992,860. The maximum number of shares
issuable under share options to each eligible participant
in the Option Scheme within any 12-month period is
limited to 1% of the shares of the Company in issue at
any time. Any further grant of share options in excess
of this limit is subject to shareholders’ approval in a
general meeting.

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

The offer of a grant of share options may be accepted
within 21 days from the date of the offer, upon
payment of a nominal consideration of HK$1 in total
by the grantee. The exercise period of the share
options granted is determinable by the directors, and
commences after a certain vesting period and ends on
a date which is not later than 10 years from the date of
the grant of the share options.

The exercise price of the share options is determinable
by the directors, but may not be less than the highest of
(i) the closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheet on the
date of the offer of grant, which must be a trading day;
(ii) the average closing price of the Company’s shares
as stated in the Stock Exchange’s daily quotations
sheet for the five trading days immediately preceding
the date of the offer of the grant; and (i) the nominal
value of the Company’s shares.
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30. BRESE (2)

BRIREE R S AR 2 R1T
FEREZEZSHE BESNER
BITFEEAREMNEBZEEITR
B210% R-_ZEENE—F—H"
RIR AR & P 31T 2 B AR &
B A1,762,992,86010 ' 1§ R AN =
EEFE+ - A -+ —BETREE
FREEH (REe LEEFHRAETE
BELR)BEETRMION -HE=
EENFE+_A=+—HIEFEE &
A 8] & & F621,000,00017 & % #
MmAl T2 EBREZER N
F+—-F=+—H%A1,141,992,860
Do+l A HRBRIEERETE
A ERETERNZ A BRRHEE
TZEEROBEETBBHAREE
TTREAD Z21% o E ) — & H B
ILBREE 2 BERRAE - BIZETER R A S £
BRSPS L o -

BPRAEER THAHSIETERE
NEMFEEZHEALERESAS
S ENSBSL FEINITEE S HEE o AN
REMT+Z@EABEEEFARZE
ERENBLIFERTESHEMNES
ZHBALTZBERERLQREM
BriEl 2 B2 /TR 20.1%sk & H &
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
 E_EZENET+_A=+—RBILFEE

30. SHARE OPTION SCHEME (continueq)

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

The following share options were outstanding under the

30. B IRFESTEl (&)

BRI KT EFEABIREE &
RIRRAE EIRFEZHEH -

FR-REBREFEHRTEZE

Option Scheme during the year: ARET
Number of share options
BREZA
Exercise
At1 Granted Exercised Cancelled At31  Date of price of
Name or category of January during during during December  grant of Exercise period share
participant 2008 the year the year the year 2008  share options'  of share options options®®
i
i =t 2 %
“BENE R TR BRE
SHERZAER -B-8 BRE  FREAR FhEZH =t-B  RUBRERY BREGRER T
HKS
B
Directors B2
Lam Ping Kei HEE - 20,000,000 - 20,000,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
Li Jun 35 75,000,000 = - 75,000,000  13/10/2007 15/10/2007 to 0.194
13/9/2011
- 20,000,000 - 20,000,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
Jing Bin BB 75,000,000 = - 75,000,000  13/10/2007 15/10/2007 to 0.194
13/9/2011
- 20,000,000 - 20,000,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
Cheng Man For Y 50,000,000 = = 50,000,000  13/10/2007 15/10/2007 to 0.194
13/9/2011
- 20.000.000 - 20,000,000  8/3/2008 3/3/2008 to 0.159
13/9/2011
Law Wai Fai EER = 6,000,000 - 6,000,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
Consultants In BRAH 875,000,000 - - 875,000,000  13/10/2007 15/10/2007 to 0.194
aggregate 13/9/2011
- 344,000,000 - 344,000,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
- 6,000,000 - 6,000,000  3/3/2008 3/3/2009 to 0.159
13/9/2011
- 6,000,000 - 6,000,000  3/3/2008 3/3/2010 to 0.159
13/9/2011

F #2008 - FERBEBRAXERLA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BE-SRN\E+_A=+—HIEE

a
30. SHARE OPTION SCHEME (continued) 30. B ST E ()
Number of share options
BREHA
Exercise
At1 Granted Exercised Cancelled At31  Date of price of
Name or category of January during during during December  grant of Exercise period share
participant 2008 the year the year the year 2008  share options'  of share options options?*
IS
R® ZE2ENEF
ZEENE R t=h BRE
SRERZARA -A-H BRE FREFE FrESHEH =t-B BRUBRERY BREGRER TEE
HKS
AT
Employees In EERH 729,300 - (364,650) - 364,660  3/1/2005 24/1/2005 to 0.05628
aggregate 25/1/2010
1,093,950 - (546,975) - 546,975 3/1/2005 24/1/2006 to 0.05628
25/1/2010
1,847,200 - (1,117,900) - 729,300  3/1/2005 24/1/2007 to 0.05628
25/1/2010
43,150,250 - (42,120,475) (3,400) 1,026,375  3/1/2005 24/1/2008 to 0.05628
25/1/2010
51,780,300 - - (1,458,600) 50,321,700  31/1/2005 24/1/2009 to 0.05628
25/1/2010
75,000,000 - - - 75,000,000  13/10/2007 15/10/2007 to 0.194
13/9/2011
- 71,600,000 - - 71,600,000  3/3/2008 3/3/2008 to 0.159
13/9/2011
- 53,700,000 - - 53,700,000  3/3/2008 3/3/2009 to 0.159
13/9/2011
- 53,700,000 - - 53,700,000  3/3/2008 3/3/2010 to 0.159
13/9/2011
1,248,601,000 621,000,000  (44,150,000)  (1,462,000) 1,823,989,000
(1) The vesting period of the share options is from the (1) BREZEBHHAZH A

date of the grant until the commencement of the
exercise period.

(2) The exercise price of the share option is subject 2)
to adjustment in the case of a capitalisation issue,
rights issue, sub-division or consolidation of the
Company’s shares or reduction of the Company’s
share capital.

(8) The number of share options and exercised price (3)

had been adjusted following the completion of
bonus issue.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

30. SHARE OPTION SCHEME (continued) 30. B HERTEl ()

These fair value of the share options granted on 24
January 2005, 13 October 2007 and 3 March 2008
were calculated using the Black-Scholes pricing model.
The inputs into the model were at the respective dates

ZER—_TETAF—A=+WMH- =
TEELE+A+F=HRE T NE=
A=B#TAREL 2 BREZ AT
BENRAMENR -] EEE

XETHE - RNEEERESEH  Z
EBBEN 2@ ABEVHANAT :

of grant of options as follows:

24 January 13 October 3 March

2005 2007 2008

—RVIEF —WVLF —WENF

—A=+mBA +A+=H =A=H

Weighted average share price  Il# F 19 % & $0.31 $0.194 $0.156
Exercise price T1EE $0.342 $0.194 $0.159
Expected volatility TEET R @ 41.94% 91.32% 78.35%
Expected life TEETHARR (£F) 5 4 3.5
Risk-free rate H [ e A1) 2 4% 3.75% 1.17%
Expected dividend yield TEET R B X 0% 0% 0%

Employee exit rate pre-vesting 57 /& 51 & & BB X

Expected volatility was determined by using the
historical volatility of the Company’s share price over
the previous 1 year prior to the date of grant of options.
The expected life used in the model has been adjusted,
based on management’s best estimate, for the
effects of non transferability, exercise restrictions and
behavioral considerations.

The Group recognised the total expense of
approximately HK$26,985,000 for the year ended 31
December 2008 (2007: HK$104,492,000) in relation to
share options granted by the Company.

At 31 December 2008, the Company had
1,823,989,000 share options (2007: 1,248,601,000
share options) outstanding under the Option
Scheme. The exercise in full of the outstanding
share options would, under the present capital
structure of the Company, result in the issue of
1,823,989,000 additional ordinary shares of HK$0.01
each of the Company and additional share capital of
HK$18,239,890 (2007: HK$12,486,010)and share
premium of approximately HK$84,414,210 (2007:
HK$216,163,254) (before share issue expenses).

10% N/AT 3@ A N/AA 3 A

FAFHRIE T9 4k iB A R BB H A
HEBEABE —F N ZESLIRER
HopFEEE TERFRITRE
BiE RIEEEE 2 REMF &
Rz B Z ez Bt ERE(EH

A

BHE-_ZZ)\F+-_A=+—HIt#F
[ SEB AR L BRERER
A5 #41/526,985,000/8 T (—EZ
+ £ : 104,492,0005 7T ) ©

R-ZZEZENF+_A=+—8"
BEEREFE N ARATEZER
# 7£1,823,989,0001) (— T ZT +
£ :1,248,601,00017 ) < 1R B A 7
BRIZEARB WERMKRITEZ
BREEBRITEREREINETT
1,823,989,000/% & i& E {B0.01/% 7T
2 EBAT TR ARETEETTRR D B S Al
Z FINIE AN 4918,239,8908 7T ( =&
T 112,486,010/ T ) & IR 193%
B4984,414 2108 T (T4
216,163,254 70) (R HIBR 17
mEZ) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e M BHmREE

FOR THE YEAR ENDED 31 DECEMBER 2008

31.

BE_ZTZN\E+_A=t+—HLEE
RESERVES 31. it
Company A
Share Convertible
Share options Warrants  note equity Retained
premium reserve reserve reserve profits Total
BRE IRER  TRRE
BAEE i Rt BEzRE RERA &t
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
i3s3 THL TBL FHL THL TBL FHL
(Note)
(FizE)
At 1 January 2007 ZTTLE
_H =] 157,887 2,766 - - 48,378 209,031
Premium on issue of BIRERMDEE
placing share 91,922 = = = = 91,922
Proceed from issue of BIRREE
warrants 53R - - 23,728 - - 23,728
Premium on issue of Hﬁﬂxﬁéﬂ%
share upon exercise of BORND 2 RE
options 4,459 - - - - 4,459
Premium on issue of TERREER
shares upon exercise of BIRH RE
warrant 90,555 - (8,580) - - 81,975
Issue of consideration shares  E{THRER 5 545,122 - = = - 545,122
Employee share option EERRERT
benefits - 104,281 - - 104,281
Issue of convertile note BT AREE - - - 93,123 - 93,128
Bonus issues BATAIR (141,018) - - - - (141,018)
Loss for the year AEEER - - - - (88,045) (88,045)
At 31 December 2007 and S 3
1 January 2008 +_H,+ BR
(as previously stated) “ZZ\¥-A-AH
(MmAIE%) 748927 107,047 15,148 93123 (39,667 924578
Effect of cancellation of FHERHTARZE
restricted convertible
note - - - (30,050) - (30,050)
At 31 December 2007 and ZTTLE
1 January 2008 +: E+
(as restated) “EENE-
(&71) 748,927 107,047 15,148 63,073 (39,667) 894,528
Premium arising from ERBRREER
conversion of TROEEZEE
convertible note into
new shares 461,947 - - (52,055) - 409,892
Expiry of listed warrants FhRREZER (415) - (15,114) - 15,529 -
Premium on issue of share  {T{¢ E T AREEE
upon exercise of listed R 2 &R
warrant 342 - (34) - - 308
Premium on issue of B RER
shares upon exercise of BORDRE
options 2,043 = = = = 2,043
Employee share option EEBRERT
benefits - 26,985 - - - 26,985
Loss for the year REEER - - - - (42,527) (42,527)
At 31 December 2008 RZEZNE
+-A=1+—-H 1,212,844 134,032 - 11,018 (66,665) 1,291,229

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2008

BE

31.

32.

—ERNET A=t -HLEE

RESERVES (Continued)

Note:

The share premium of the Company represents: (i) the excess
of the then combined net assets of the subsidiaries acquired
pursuant to the Group Reorganisation over the nominal value
of the share capital of the Company issued in exchange
therefor; (i) the premium utilised as a result of the capitalisation
issue and bonus issue of shares of the Company; and (iii) the
premium arising from the new issue of shares of the Company.

In accordance with the Companies Law (Revised) of the
Cayman Islands, the share premium is distributable to the
shareholders of the Company provided that immediately
following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its
debts as they fall due in the ordinary course of business. The
share premium may also be distributed in the form of fully paid
bonus shares.

CONVERTIBLE NOTE PAYABLE

On 17 October 2007, pursuant to the acquisition of
70% interest in Green & Good Group Limited (Green &
Good) from Superview International Limited (“Vendor”),
the Company issued convertible notes (the “Convertible
Notes”) as partial settlement of the acquisition
consideration.

The principal terms of the Convertible Notes are as
follows:

Date of issue 8 October 2007
Aggregate principal HK$929.7 million
amount Denomination HK$10,000,000
In multiple of Interest 1.0%, payable
rate per annum semi-annually in
arrears
Conversion price HK$0.09 (Note), subject
applicable to adjustments
Maturity date 2 years from the date of
issue

Note: Conversion price was adjusted from HK$0.45 to
HK$0.09 for bonus issue of share on 17 October 2007.

31. &%\ 2

B

AAZBNEERE  (REREEEAR
BrMBARERZaHEEFEBHA
ARRBMEREEMRITZIRABMEZZ
B (|EEANMCBETRBETARMBAZ
i (B R (i) A3 E AL 2 (E o

REFASHERRE (KEFT) 2HE - Ik
0 B A DK T A AR - M EREE E A

B9

DIRIE - ARIZAREN B EEBBRED

BEAREAS 2 (B 75 - B0 i B AR IR A LA R

A2 A DK

R2.BNARRERE

R-ZZFZLF+ATER REAE

SEBRBRAQ
EEEERA

A([EH])KELL2
A ([#kz3]) 270%

s ARIBITAHERER ([R#Ak
S AN KRBRE-

AR EEZ E2GROT

FE17HE

K 4A%E
EEGE
FE R =

BRI E

2R

~22+5+ANA

929,700,000/ 7T
10,000,000/ 7T
1.0% AFH
EEFB—R

0.097% 7T (Ki&E)
(Al F3A%)
ETHE R MRE

Mzt MREERR —ZZLF T A+
H2ZBTAKRMB046EBTHAES

0.09/ 7t °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REUHBRERME

FOR THE YEAR ENDED 31 DECEMBER 2008

HE-FTE/\F+-A=+-ALFE

=

32. CONVERTIBLE NOTE PAYABLE
(Continued)

The movement on the liability component of the
convertible note as follows:

N2.ERUTBRBRERE &)

AR RERERS 2 EENT

Group/Company £8 AT
HK$’000
FAT
At 1 January 2007 R=ZZEZT+F—H—H -
Issue of convertible notes BT BERER 836,566
Interest expenses BB 2,165
At 31 December 2007 and 1 January 2008 RZZETELF+_A=+—HBRK
(as previously stated) N NF—H—H
(anRI27%1) 838,731
Less: Cancellation of restricted convertible note & : 5% 48 IR &l AT 2 IR 2 4% (269,950)
At 31 December 2007 and 1 January 2008 RZZETZLF+_A=+—HRK
(as restated) —EENF—F—R (&%) 568,781
Conversion of convertible note it A iR (467,634)
Interest expenses FERX 8,818
At 31 December 2008 RZZEZNF+_HA=+—H 109,965
(a) Conversion period (a) #¥RH
Apart from the portion of Restricted Convertible BRERGITBREEER(FRET
Note (as described below), the holders of the X)E DN AT EREE A
Convertible Notes shall have the rights at any time BEARBIREZEIZEITHEEZ
and from time to time, following the date of issue BE B K2 1S B HE 2 B ok (] 5610
of the Convertible Note, to convert the whole or ZEBEMAEEARASEEBRE
any part of the outstanding principal amount into NREFTE R - A KRR T3
new ordinary shares in the Company. The shares TRERZBRNDEBEREAE
to be issued and allotted upon conversion shall ZEENMNERAERE NEITEH
rank pari passu in all respects among themselves RAlZFBEEME EITEBR
and with all other ordinary shares in issue by the ZERSEMA -
Company on the date of such allotment and issue.
(b) Restricted Convertible Note (b) ERGITTRKREE

Part of the Convertible Note in principal amount
of HK$300 million (the “Restricted Convertible
Notes”) was under security to the Company for the
purpose of ensuring that the Profit Guarantee (as
described below) is fulfilled.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

REMBHRERME

FOR THE YEAR ENDED 31 DECEMBER 2008
BHE-_TTN\F+-_A=+—HBHLFE

32. CONVERTIBLE NOTE PAYABLE
(Continued)

(c) Profit Guarantee

The Vendor and the Guarantors, Mr. Ho Kam
Hung, Mr. Yiu Yat On and Ms Qian Mingjin, who
are shareholders of the Vendor, jointly and severally
undertake to the Company that:

(1) the aggregate profits after tax shown in the
audited consolidated accounts of Green
& Good Group in accordance with Hong
Kong GAAP compliance for the financial
year ended 31 December 2007 and the
financial year ending 31 December 2008
shall not be less than HK$300 million and will
compensate the Company for any shortfall
between the guaranteed profits and the
actual aggregate profits after tax shown in
the audited consolidated accounts of Green
& Good Group in accordance with Hong
Kong GAAP compliance for the financial
year ended 31 December 2007 and the
financial year ending 31 December 2008.
The Restricted Convertible Notes will be
stakeheld by the Company for the purpose
of ensuring the Profit Guarantee requirement
is fulfilled according to the Acquisition
Agreement entered into by the Company and
the Vendor on 16 May 2007 while the Vendor
undertakes not to exercise the conversion
rights attaching on the Restricted Convertible
Notes during the Profit Guarantee Period and
up to 31 March 2009. In the event that the
Restricted Convertible Notes under security
to the Company is not sufficient to cover the
compensation amount due to the shortfall
from the Profit Guarantee, the Vendor will
be liable to pay the Company in cash for
any outstanding compensation amount
on a dollar-for-dollar basis after offsetting
the amount represented by the Restricted
Convertible Notes. Based on the Directors’
assessment on the business prospect of
Green & Good Group in meeting the Profit
Guarantee, the Directors are satisfied that
there is reasonable assurance of fulfilling the
Profit Guarantee requirement in view of the
operational scale and business activities of
Green & Good Group with the contractual
provisions put in place to safeguard
compensation to the Company should the
Profit Guarantee cannot be fulfilled by Green
& Good Group; and

2. BNARKRERE

()

i N R 5

BT R AMEBEE ik
THRERE#HSZT (KRERE
7 2 BRER) [ K & Bl A A & A
E

(1) Hz=5EREEBAR
SHEIMBREE_ZT
Z+E+-A=+—8It
PRFERHBHE-_ZZEN
FE+-_A=+—HIEHHK
FEZREBZEAERB AT
TZBREENBEBETS
4> 300,000,000 7T -
0 114 7 B8 2 1R 75 5k A B2 4%
ZEEBRERTEARS
ATEAMGREEBEE T
+HE+=_A=+—HItH
BEERBE-_ZTTN\F
+-A=+—HBItHEBE
B2 REBEZFAERR
BB ER %A AR
BN H 3R T () 42 R AR
BlgmAREL/mE-F
RHAREZEEESH A
AIE 17 DA R i F R &
ZHEEERBEARIEES
R-_ZTZT+HERA+H
Rz WE R ERT
i & 75 N 56 12 )i F AR 75
HAREE-_ZETHE=
A=+—BAILF~&iT{E
BRI ATRRZEATH 2
Ha R% #E o fiw A PR 7] #2 AR
ZR (EEATFAR) TR
LA 58 (8 A i F AR 75 52 /R M
BYwmEzZE TN
BIEREERE 2 EERAQ
7] S -1 55 A BRI AT
BEERZEEREBERATE
R 2 AE R 4/ (8 FREE - IR IE
ESUBCEEBZER
RIS R HEIRFRE 2
A ELZFH ES
ERGZEEB 24 ER
BRERZE MEBY
RUENETEAREQRE
Bz ESEBAREERGF
REZBERTNESHEE:
MRABAAREBERREZE
EESEREFRBZR
TR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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FOR THE YEAR ENDED 31 DECEMBER 2008
HE-_ZTT)/\F+ZA=1+—"RHLEFE

32.

33.

34.

CONVERTIBLE NOTE PAYABLE
(Continued)

(c) Profit Guarantee (Continued)

(2) the fair market value of the net assets of
Green & Good Group, to be assessed by an
independent appraiser and to be confirmed
in a valuation report, shall be not less than
HK$2,500 million or such other value as
may be agreed between the Company and
the Vendor. Where the appraised value of
the assets held by Green & Good Group is
less than HK$2,500 million, the Company
shall be entitled to terminate the Acquisition
Agreement at its sole discretion without
any compensation to the Vendor. Upon
termination, all the deposits stakeheld by the
escrow agent together with interest accrued
thereon shall be refunded to the Company.

During the year, Convertible Note with total amount
of HK$519,688,850 (2007: Nil) were converted into
5,774,320,550 shares in the Capital of the Company
and Restricted Convertible Note of HK$300,000,000
were cancelled in satisfying the Profit Guarantee given
by the Vendor. At 31 December 2008, the aggregate
outstanding principal amount of Convertible Note was
HK$50,000,000 (2007: HK$929,688,850). The fair
value of liability component and equity component of
the Convertible Note are approximately HK$45 million
(2007: HK$836.6 million) and HK$5 million (2007:
HK$93.1 million) respectively. These amounts were
ascertained with reference to the professional appraisal.
The adopted discount rate of 6.522% in calculation of
the liability component, which equals the cost of capital
of the Company, was derived by reference to the total of
risk-free rate and risk premium.

CONTINGENT LIABILITIES

The Group did not have any significant contingent
liabilities at the balance sheet date.

OPERATING LEASE ARRANGEMENTS

The Group leases certain leasehold land and buildings
under operating lease arrangements. The original lease
terms for these leasehold land and buildings ranged
from eighteen to twenty years.

SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED - Annual Report 2008
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FOR THE YEAR ENDED 31 DECEMBER 2008
RE-TRNE+_A=+—HIEE

34. OPERATING LEASE ARRANGEMENTS
(Continued)

At 31 December 2008, the Group had commitment for
future minimum lease payments under non-cancellable
operating leases falling due as follows:

REHENZE 2

RZEENF+_A=+—H &8
T ZI S BRI JE R 2 S P HBH A8 & A8
A2 R R K & - SR HE 48 5 40
T

Group
£8

2008 2007

HK$’000 HK$’000

—EENEF —ETLF

FHET FAT

Within one year —FRN 2,801 4,717
In the second to fifth years, inclusive % — % % A4

(BEERME) 5,561 6,012

Over five years HBARF 14,386 16,330

22,748 27,059

The Company did not have any operating lease
arrangements as at 31 December 2008 (2007: Nil).

R-FFENFE+=-_A=1+—8" 27
WEEMKEROLF (ZFTL
FE) o

35. COMMITMENTS 35.7%13%
(@) The Group had the following commitments in (a) ER&EEBREDE  BE K&
respect of its property, plant and equipment as at 1%27%%‘511117— :
the balance sheet date:
Group
£8
2008 2007
HK$’000 HK$’000
—EEN\E —ETLF
FHET FABIT
Contracted for, but not provided in: & 5] #4918 & 4 :
Leasehold land and buildings HE LM RET 12,155 19,057

(b) At 31 December 2008, the Group had contracted
commitments in respect of capital investments in
the PRC subsidiaries amounting to approximately
HK$90,743,000 (2007: HK$90,743,000). Details
of which were disclosed in note 15 to the financial
statements.

The Company did not have any significant commitment
as at 31 December 2008 (2007: Nil).

by R=ZZEENF+=_A=+—
H £EpFREfEARZER
BREMBEB 2B NERENR
90,743,000 7L (ZEZ 4 :
90,743,000 7T ) ° 5E B # R BF
TEIRFMIEEL5 o

AEIR =TT N\F+_A=+—HI
EAMERNERE (ST LF &) -
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HE-_ZTT)/\F+ZA=1+—"RHLEFE

36. POST BALANCE SHEET EVENTS

The following events occurred subsequent to 31
December 2008 up to the date of approval of these
consolidated financial statements by the Board of
Directors:

(i)  On 21 January 2009, an amount of HK$60 million
Convertible Note was converted into 666,666,666
shares in the capital of the Company at conversion
price of HK$0.09 each.

(i)  On 29 February 2009, the third installment
amounting approximately HK$ 40,678,000 (i.e.
RMB 36,000,000) had been expired. Up to the
date of this report, the Group had settled the
first and second installment interests but had
defaulted the payment of principal of the bank
loan. The bank loan of principal amounting RMB
360,000,000 is still outstanding as at the date of
this report.

(i) On 27 April 2009, the Board of Green & Good
Group Limited approved the audited consolidated
financial statements of Green & Good Group
Limited and its subsidiaries (“Green & Good
Group”) that the audited consolidated net
loss after tax of Green & Good Group for the
financial year ended 31 December 2008 was
approximately HK$702,824,000 together with the
audited net profit after tax of HK$277,713,000
for the year ended 31 December 2007, which
amounted to an overall audited consolidated net
loss after tax of Green & Good Group for the
two financial years ended 31 December 2007
and 2008 was approximately HK$425,111,000.
As such, the Profit Guarantee has not been met
and the Shortfall amounted to approximately
HK$725,111,000.

According to the Acquisition Agreement, the
Vendor and the Guarantors are obliged to
compensate the Group for the Shortfall of
HK$725,111,000. Pursuant to the terms of the
Acquisition Agreement and the confirmation letter
dated 27 April 2009 signed by the Vendor and the
Guarantors, shortfall amount of HK$300,000,000
was compensated by way of set off against
the Restricted Convertible Notes; the shortfall
balance of HK$100,000,000 was compensated
by way of set off against the amount due to the
Vendor by the Group; and the remaining shortfall
amount of approximately HK$325,111,000 shall
be compensated by way of cash or such other
consideration as agreed by the Company.
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POST BALANCE SHEET EVENTS
(Continued)

This event has been classified as an adjusted
post balance sheet event and the impact on
the consolidated financial statements has been
disclosed in note 3 to the notes of consolidated
financial statements.

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the process of applying the Group’s accounting
policies which are described in note 4, management
has made the following judgments that have significant
effect on the amounts recognised in the financial
statements. The key assumptions concerning the future,
and other key sources of estimation uncertainty at
the balance sheet date, that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are
also discussed below.

Allowances for bad and doubtful debts

The policy for allowance of bad and doubtful debts of
the Group is based on the evaluation of collectability
and aging analysis of accounts and on management’s
judgment. A considerable amount of judgment is
required in assessing the ultimate realisation of these
receivables, including the current creditworthiness and
the past collection history of each customer. If the
financial conditions of customers of the Group were
to deteriorate, resulting in impairment of their ability to
make payments, additional allowances may be required.

Write-down of inventories to net realisable
value

The management of the Group reviews an aging
analysis at each balance sheet date, and makes
provision for obsolete and slow-moving inventory items
identified. The management estimates the net realisable
value for such inventories based primarily on the latest
invoice prices and current market conditions. The Group
carries out an inventory review at each balance sheet
date and makes provision for obsolete items.
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38.

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

Estimated impairment of goodwill

Management tests annually whether goodwill has
suffered any impairment, in accordance with the
accounting policy stated in note 4. The recoverable
amounts of cash-generating units have been
determined based on value-in-use calculations. These
calculations require the use of estimates. Management
has not identified any indications that the goodwill has
or would have suffered any impairment in term of its
value to the Group.

Fair values of biological assets

Management estimates the balance sheet date fair
values less estimated point-of-sale costs of biological
assets of paper mulberry trees and pine trees with
reference to market prices and professional valuations.
Management considers that these are presently an
absence of effective financial instruments for hedging
against the pricing risks with the underlying agricultural
produce. Un-anticipated volatile changes in market
prices of the underlying agricultural produce could
significantly affect the fair values of these biological
assets and result in fair value re-measurement losses in
future accounting periods.

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of debt,
which includes borrowings cash and cash equivalents
and equity attributable to equity holders of the
Company, comprising issued share capital, retained
profit and reserves. The directors of the Company
review the capital structure on a regular basis. As a part
of this review, the directors of the Company consider
the cost of capital and the associated risks and take
appropriate actions to adjust the Company’s capital
structure. The overall strategy of the Company remain
unchanged during the two years ended 31 December
2008 and 2007.
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39. FINANCIAL RISK MANAGEMENT N.cHEMEEEERBKE

OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade
receivables and other receivables, cash and bank
balances, trade and other payables, amounts due to
director, other loan and convertible loan notes. Details
of these financial instruments are disclosed in respective
notes. The risks associated with these financial
instruments and the policies on how to mitigate these
risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

(a) Credit risks

The Group’s maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations as at 31 December 2008 in
relation to each class of recognised financial
assets is the carrying amount of those assets as
stated in the consolidated balance sheet. The
Group manages its exposure to credit risk through
continual monitoring of the credit quality of its
customers, taking into account their financial
position, collection history, past experience and
other relevant factors. In addition, the Group
reviews regularly the recoverable amount of
each individual trade receivables to ensure
that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the Group’s credit
risk is significantly reduced.

(b) Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing
assets, the Group’s income and operating cash
flows are substantially independent of changes in
market interest rates.

The Group’s interest-rate risk arises from long-
term borrowings. The Group does not have policy
to maintain a specific level of its borrowings in
fixed rate instruments since the board accepts that
this neither protects the Group entirely from the
risk of paying rates in excess of current market
rates nor eliminates fully cash flow risk associated
with interest payments.
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continuea)

(c) Foreign exchange risk

The Group has transactional currency exposures,
primarily with respect to Renminbi for the year
2008. Such exposures arise from provision of
service income in currencies other than the
Group’s functional currency. All of the Group’s
sales are denominated in Hong Kong Dollar, United
States Dollar and Renminbi for the year 2008 and
2007.

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

The Group conducts its business transactions
principally on Hong Kong Dollar, United States
Dollar and Renminbi. The exchange rate risk of the
Group is not significant.

(d) Natural risk

The Group’s revenue depends significantly on the
ability to harvest wood at adequate levels. The
ability to harvest wood in the concessions and
the growth of the trees in the plantations may be
affected by unfavorable local weather conditions
and natural disasters. Weather conditions such
as floods, droughts, cyclones and windstorms
and natural disasters such as earthquakes, fire,
disease, insect infestation and pests are examples
of such events. The occurrence of severe weather
conditions or natural disasters may diminish the
supply of trees available for harvesting in the
concessions, or otherwise impede the Group’s
logging operations or the growth of the trees in
the plantations, which in turn may have a material
adverse effect on the Group’s ability to produce
the products in sufficient quantities and in a timely
manner.
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39. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continuea)

(d)

(e)

Natural risk (Continued)

Moreover, bad weather may adversely affect
the condition of the Group ‘s transportation
infrastructure, which is critical for the Group to
supply timber from the timber concessions to the
Group’s manufacturing plants and customers.
The Group has developed a strategy for utilizing
different transportation modes and stockpiling, but
its daily operations may be unfavorably affected by
interruption of transportation due to bad weather
or other reasons.

Liquidity risk

Regarding the present policy in the management
of the liquidity risk, the Company monitors and
maintains a level of cash and cash equivalents
deemed adequate by the management to finance
the Company’s operations and mitigate the effects
of fluctuations in cash flows.

The following table details the Company’s
remaining contractual maturity for its financial
liabilities. For non-derivative financial liabilities,
the table has been drawn up based on the
undiscounted cash flows of financial liabilities and
based on the earliest date on which the Company
is required to pay. The table includes both interest
and principal cash flows.

Internally generated cash flow and bank loans
are the general sources of funds to finance the
operations of the Group. The Group liquidity risk
management includes making available standby
banking facilities and diversifying the funding
sources. The Group regularly reviews its major
funding positions to ensure it has adequate
financial resources in meeting its financial
obligations.
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39. FINANCIAL RISK MANAGEMENT V. cEEREEEERBE
OBJECTIVES AND POLICIES (continued) (&)
(e) Liquidity risk (Continued) (e) RBEZRM (#£)

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the available of funding through an
adequate amount of committed credit facilities
and the ability to close our market positions. Due
to the dynamic nature of the underlying business,
the Group aims to maintain flexibility in funding by
keeping committed credit lines available.

EERDECRAREESRKSE
FARRERATHERES B8
EAHEEREZ RATREIR
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Weighted Carrying
average Undiscounted amounts at
effective cash flows 31 December

interest rate  within 1 year 2008
RZBENF
mEFY —FRRFER +t=A=+—H
BRF = REmE ZREE
HK$ HK$
BT BT
2008 —EENE
Non-derivative financial FTESRERE
liabilities
Tax payables FER %18 - 36,547 36,547
Trade payables g S ENFIE - 43,481 43,481
Other payables and accruals H A FE S BRI &
&t & - 191,823 191,823
Interest-bearing loans FERER - 406,780 406,780
Convertible note payable JERT AT R R AR - 109,965 109,965
788,596 788,596
(f) Fair values of financial assets and (H sMEERERMEBEZLD
financial liabilities FE

The fair values of financial assets and financial
liabilities reported in the balance sheet of the

REBRARNEEABRER
ZEMEERERABEZIAF

Group and the Company approximate their BEHEEREBEMRS -
carrying amounts.
40. COMPARATIVE FIGURES 40. L BB F
Certain comparative figures have been reclassified to ETEFEENPEUFTEAFEZ
conform with current year presentation. I
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