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FINANCIAL SUMMARY

MBREE

RESULTS E5
12 months 12 months 12 months 12 months 9 months
ended 31 ended 31 ended 31 ended 31 ended 31
December 2009 December 2008 December 2007 December 2006 December 2005
—ZEhE “EINE “E2T LR S S “ZTHE
+ZA=t-B +ZA=+—H TZA=+—-B +ZA=1+—-8 +ZA=+—H
+Zf@A +={@A +=f8A +=1@A NEA
HK$’000 HK$'000 HK$'000 HK$'000 HK$000
FET FETL FET FAT FAT
Revenue Yozx 17,777 16,667 15,936 13,753 11,415
Profit before tax BR %AD& A 4,645 3,645 26,187 11,115 13,943
Income tax expense FERES (420) (29) (221) (1,039) (2,661)
Profit attributable AREHEA
to owners of EiE& R
the Company 4,225 3,616 25,966 10,076 11,282
Profit attributable AREHEA
to owners Bl &R
of the Company (excluding ~ (T& 3
extra-ordinary items) LEEEE) 4,205 3,616 25,966 10,076 11,282
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FINANCIAL SUMMARY
MBRE

ASSETS AND LIABILITIES EEREE
As at As at As at As at As at
31 December 31 December 31 December 31 December 31 December
2009 2008 2007 2006 2005
ZEEAE ZTTN\E 2Rt E “ETRX “EERE
+Zh=+t-B +ZA=+-B +ZA=t—-B +ZA=+—-H TZA=1-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEx FAL FAL FET FET
ASSETS AND LIABILITIES ~ ZEREfHE
Total assets BESE 144,774 141,871 139,410 148,578 144,965
Total liabilities fEBE (18,199) (19,518) (20,261) (55,982) (57,102)
Net assets FEE 126,575 122,353 119,149 92,596 87,863
PER SHARE DATA BREE
As at As at As at As at As at
31 December 31 December 31 December 31 December 31 December
2009 2008 2007 2006 2005
ZEEAE T N\E 2Rt E “EERE “EERE
+=ZB=+-B +ZA=+-H +zZA=+-B +ZA=1+-B +ZA=t-8
HK Cents HK Cents HK Cents HK Cents HK Cents
Bl pqll] A A AL
Earnings per share GREF
(excluding extra-ordinary (T REFEEY
items) HE) 0.79 0.68 4.92 1.94 2.17
Net book valug per share BRERFE 23.76 22.97 22.36 17.81 16.90
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FINANCIAL SUMMARY
MBERE

PROFIT ATTRIBUTABLE

TO OWNERS OF THE COMPANY
KATHEAELRR
(excluding extra-ordinary items)
(TBFEELEHER)

HK$000
THET

30,000

As at 31/12/2005  31/12/2006  31/12/2007 ~ 31/12/2008 31/12/2009
BE

NET BOOK VALUE PER SHARE
FRREFE

HK Cents A1l

25

As at 31/12/2005 31/12/2006  31/12/2007  31/12/2008 31/12/2009
BE
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EARNINGS PER SHARE

BRER

(excluding extra-ordinary items)
(TEEERELEE)

HK Cents 71l

As at 31/12/2005  31/12/2006  31/12/2007  31/12/2008  31/12/2009
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CHAIRMAN'’S STATEMENT

On behalf of the Board of Directors (the “Board” or “Directors”) of
the Company, | am pleased to present the annual report and the
audited financial statements of the Company together with its
subsidiaries (collectively the “Group”) for the financial year ended
31 December 2009 (“2009” or the “current year” or “Reporting
year” or the “year under review”) to the shareholders of the
Company (the “Shareholders”).

BUSINESS REVIEW

For the year ended 31 December 2009, the Group achieved a
turnover of approximately HK$17.78 million, representing an
increase of approximately 6.7% as compared to approximately
HK$16.67 million in the corresponding period last year. Net profit
attributable to shareholders was approximately HK$4.22 million
(31 December 2008: HK$3.62 million). Basic earnings per share
were approximately 0.79 HK cent for the year ended 31 December
2009. Total assets less current liabilities increased by approximately
3.4%, a net increase by approximately HK$4.66 million to
approximately HK$140.49 million as compared with HK$135.83
million as at 31 December 2008. All of these achievements clearly
demonstrated the persistent efforts made by the management and
employees of the Group in developing its business.

DIVIDENDS

The Company did not propose any dividends for the year ended
31 December 2009. The Directors do not recommend the payment
of a dividend for the year ended 31 December 2009.

PROSPECTS

After a challenging and difficult year in 2009, the world economies
have stabilized. The China economy has been particularly strong.
Nevertheless, certain risks remain in the year ahead, as the
recovery has been uneven globally. The impact of the potential
withdrawal of government stimuli will also add uncertainties to the
environment that we operate in. Accordingly, the Group will
continue to adopt a prudent approach in its business development
and financial strategy. Besides, the Group will plan its future through
changes and continuing improvement.
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QHAIRMAN’S STATEMENT
FEHRE

ACKNOWLEDGEMENTS

| would like to take this opportunity to extend my sincere gratitude
to all shareholders, business partners and customers for their
support, and to all our colleagues for their efforts, hard work and
selfless dedication. Their hardwork forms the foundation for the
Group's future business development.

Wang Xiaowu
Chairman

Hong Kong, 20 April 2010
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW

The turnover of the Group for the year ended 31 December 2009
amounted to approximately HK$17.78 million, representing an
increase of approximately 6.7% as compared to approximately
HK$16.67 million in the previous year. The increase is mainly
attributed to the increase in revenue from hotel operation for the
year under review.

Despite the turbulent economic environment in the year under
review, the Group still continued to deliver positive results. For the
year ended 31 December 2009, the net profit attributable to
shareholders was approximately HK$4.22 million (31 December
2008: HK$3.62 million) representing a increase of 16.6% over the
previous year. Basic earnings per share were approximately 0.79
HK cent for the year ended 31 December 2009 as compared to
basic earnings per share of approximately 0.68 HK cent last year.
The increase in net profit and earnings per share is attributed to
the waiver of other payable amounting to approximately HK$2.15
million together with the gain in fair value changes and disposal of
investment properties to approximately HK$7.99 million and
HK$1.41 million respectively for the year under review. For the
year ended 31 December 2009, the gearing ratio (divided non-
current liabilities by equity plus non-current liabilities multiple by
100 which results in percentage) of the Group was 9.9% (2008:
9.9%).

During the year under review, the Group had to account for
impairment loss in respect of prepaid lease payment and property,
plant and equipment in aggregate of approximately HK$5.19 million
(2008: Nil).

OPERATIONAL REVIEW
A. STAR-RATED HOTEL OPERATION

Star-rated hotel operation is the main source of revenue for
the Group. For the year ended 31 December 2009, turnover
of the hotel was approximately HK$16.41 million (31
December 2008: HK$ 15.28 million), representing an increase
of approximately 7.4% from the corresponding financial year.

For the year under review, the Occupancy Rate was
approximately 54.8% (31 December 2008: 53.8%) representing
a increase of 1.9% over the previous year. Average Daily
Rate (ADR) was approximately RMB205 (31 December 2008:
RMB214) representing an decrease of 4.2% over the previous
year.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWED N

The following table sets out the amount and percentage of
contributions from different businesses of the star-rated hotel
operation for the year ended 31 December 2009, together
with comparative figures of 2008:

AEBERHELERNBE_TTH
i‘l—_ﬂz-l——El%%iE%ﬁkE’Jg%
BLEGEEXEEOLE-_TTNSF
RIBALL &N T

31 December 2009 31 December 2008
“EENFE+A=+-H “—"TZN\F+_-_A=1—H
HKS$ in % in HK$ in % in
thousand turnover thousand turnover
- hEEH
FET Xl FEL B
Accommodation revenue EREHEKA 11,908 73% 11,974 78%
Catering revenue ZHRBEA 3,116 19% 1,763 12%
Rental revenue B KA 1,385 8% 1,538 10%
16,409 100% 15,275 100%

Accommodation revenue EEHERA

2009 was the first full year of the economic downturn which
was triggered by the collapse of some global financial
institutions in September 2008. The hotel industry continued
to be significantly affected throughout the year. Nevertheless,
the Group achieved stable income in its star-rated hotel
operation during the year under review. The accommodation
revenue amounted to approximately HK$11.91 million,
representing a slight decrease by approximately 0.6% over
the last year. Or reduce by 1.8% when the appreciation of
Renminbi excluded.

Catering and rental revenue

During the period from the end of March 2009 to September
2009, the hotel operator repossessed the Chinese restaurant
in the Group’s Hotel. On the one hand, this contributed to
approximately HK$2.15 million in catering revenue during
the period for the Group. On the other hand, there is no
longer a corresponding rental income and the total rental
revenue of the Group’s Hotel dropped accordingly.

In 2010, we will continue to strengthen cost management
and risk control, optimize the resources and management
flow of the hotel operation, improve its ability to respond to
contingencies and enhance the overall economic efficiency.
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REBZRARLE —TTNFFR

MANAGEMENT DISCUSSION AND ANALYSIS

B. HONG KONG PROPERTIES HELD BY THE
GROUP

The occupancy rate for the properties of the Group nearly
full during the year under review. It brought steady rental
income to the Group. For the year ended 31 December 2009,
the rental income of the properties in Hong Kong was
approximately HK$1.37 million, while last year’s was
approximately HK$1.39 million.

The erratic global economic condition in year 2010 would
likely cause a fall in demands for leases of commercial
properties in Hong Kong. However, most of existing tenancy
contracts of the Group’s properties will expire after 2010;
therefore, the impact on the rental income in 2010 is
expected to be insignificant.

On 9 November 2009, the Company entered into the
provisional agreement relating to dispose the property
located at Shops No. 1 on Ground Floor, Shaukiwan Centre,
No. 407 Shau Kei Wan Road, Hong Kong. Pursuant to the
provisional agreement, the Company agreed to sell, and the
purchaser agreed to purchase, the above-mentioned
property for a cash consideration of HK$2.8 million. The
disposal was completed in the financial year under review.

C. PIANO MANUFACTURING

The Group diversified its business into the piano
manufacturing sector by acquiring a 25% equity interest of
Harmony Piano in 2005. This business interest brought
steady profit to the Group for the year under review.

FUTURE DEVELOPMENT

Looking forward, the Group’s management will seize challenges
by upholding a standardized and market-oriented operation model
and strive to achieve continual growth in the Group’s profits and
higher returns for shareholders.
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MANAGEMENT DISCUSSION AND ANALYSIS

ERENWED I
FINANCIAL REVIEW

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2009, the Group had a net cash balance of
approximately HK$35.83 million (2008: HK$29.90 million). The
Group’s net asset value (assets less liabilities) was approximately
HK$126.58 million (2008: HK$122.35 million), with a liquidity ratio
(ratio of current assets to current liabilities) of 8.99 (2008: 5.49).
This high level of liquidity and available funding will enable the
Group to meet its expected future working capital requirements
and to take advantage of growth opportunities for the business.
During the year, there was no material change in the Group’s
funding and treasury policy. The Directors do not expect the
Company to experience any problem with liquidity and financial
resources in foreseeable future.

CHARGE ON ASSETS

As at 31 December 2009, the Group has not charged any of its
assets.

CAPITAL STRUCTURE OF THE GROUP

The Group’s monetary assets, liabilities and transactions are
principally denominated in Hong Kong dollars and Renminbi.
Operating outgoings incurred by the Group’s subsidiary in the
mainland China are mainly denominated in RMB as well as its
revenue. The management is of the opinion that the Group’s
exposure to foreign exchange rate risks is not significant and
hedging through the use of derivative instruments is considered
unnecessary. Any material fluctuation in the exchange rates of Hong
Kong dollar or Renminbi may have an impact on the operating
results of the Group.

The funding and treasury policies of existing subsidiaries of the
Group are centrally managed and controlled by the Group’s senior
management in Hong Kong.

SUBSTANTIAL DISPOSAL AND ACQUISITIONS

The Group had not participated in any substantial acquisition and
disposal during the year under review.

CONTINGENT LIABILITY

During the year, the Group did not have any significant contingent
liability.
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REBZRARLE —TTNFFR

MANAGEMENT DISCUSSION AND;A[\IALYSIS
EEETNWED T
HUMAN RESOURCES ANEIR

As at 31 December 2009, the Group had approximately 160 RZZEZNF+ZA=1+—8 xEER
employees in Hong Kong and Xiamen. The remuneration package BEBEREMBEEL160BEER - IESHEETY

was determined with reference to performance and the prevailing BBEFRSELRBEMSERETE - ~&E
market rate. The Group also provides employees with training, MiztE 159l - 2HBHERESFTE

the opportunity to join its mandatory provident fund scheme and MEERR K -
medical insurance cover.
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DIRECTORS’ BIOGRAPHY
EEEE

EXECUTIVE DIRECTORS

Mr. WANG Xiaowu, aged 52, is the Chairman of the Group, a
director and Vice Chairman of HC Technology Capital Company
Limited and Vice General Manager of Fujian Huamin Industrial
Group Company Limited, the ultimate controlling shareholder of
the Group. Mr. Wang joined the Group in December 2003 and is
responsible for the overall strategic planning of the Group.

Mr. Wang has over 25 years’ senior management experience
including Assistant President and General Manager in the Treasury
Department and International Finance Department in Fujian
International Trust and Investment Corporation prior to joining the
Group.

Mr. Wang acquired his Bachelor Degree in Electrical and
Mechanical Engineering from Tsinghua University in the PRC and
Master Degree in Business Administration from the University of
Glasgow in the UK.

Mr. WANG Ruilian, aged 46, is the General Manager of the Group.
Mr. Wang joined the Group in July 2006 and is responsible for the
daily operations and execution of the strategies developed by the
Board. Mr. Wang has over 20 years’ experience in management
and finance. Mr. Wang has previously been sent to overseas
companies to take up a number of senior management posts,
including a director and vice general manager of the Finance
Department of Fujian Investment and Development Company
Limited, and the managing director of Fujian Enterprises (Hungary)
Co., Ltd.

Mr. Wang acquired his Bachelor Degree in Economics from Xiamen
University in the PRC and Master Degree of International
Management from Australian National University in Australia.

Mr. LIU Xiaoting, aged 44, is the Vice General Manager of the
Group. Mr. Liu joined the Group in November 2004 and assists
the General Manager for the daily operations. Mr. Liu has over 20
years’ experience in finance management. Mr. Liu has taken up a
number of management posts, included the related Department
of Fujian Provincial People’s Government; Director of Fujian Hua
Min Import & Export Co., Ltd.; Assistant General Manager and
the in charge of Finance Department of Fujian Industrial Company
Limited; Financial Controller of trading firm in Hong Kong.
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DIRECTORS’ BIOGRAPHY

NON-EXECUTIVE DIRECTORS

Mr. FENG Qiang, aged 43, is the General Manager of Business
Administration Department of Fujian Huamin Industrial Group
Company Limited. Mr. Feng joined the Group in January 2005. He
spent years of research in the Chinese Academy of Social Science
at Fujian for corporate strategies and reforms. He also has practical
experience in corporate investment planning, operational
management and corporate restructuring during his service in the
government of Fujian Province and its related companies. Mr. Feng
has over 20 years’ corporation and investment management
experience.

Mr. Feng has a Bachelor Degree in Economics from Shanghai
University of Finance and Economics.

Mr. YE Tao, aged 38, is the Deputy Managing Director of Sino
Earn Holdings Limited. Mr. Ye joined the Group in September 2004.
Mr. Ye has over 10 years’ management experience. Save as
disclosed herein, Mr. Ye did not held any directorship in other listed
public companies within the past 3 years.

Mr. Ye graduated from Fuzhou University with a Bachelor Degree

in Economics and acquired his Master Degree in Finance from
Xiamen University.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Lam Kwong Siu, S.B.S, aged 75 is currently the Vice
Chairman of BOC International Holdings Limited, Delegate of the
National People’s Congress (10th Session), the Honorary Chairman
of Hong Kong Federation of Fujian Association, the Chairman of
the Board of Supervision of Hong Kong Fukien Chamber of
Commerce, the Vice Chairman of Fujian-Hong Kong Economic
Cooperation, the Life Honorary Chairman of the Chinese General
Chamber of Commerce and the Consultant of the Hong Kong
Chinese Enterprises Association, the Honorary President of
Chinese Bankers Club, Hong Kong. Mr. Lam is also the
Independent Non-executive Director of Bank of China International
Limited (formerly known as BOCI Capital Limited), CITIC
International Financial Holdings Limited (formerly known as CITIC
Ka Wah Bank Limited) since 1996. CITIC International Financial
Holdings Limited is a Hong Kong incorporated company which
was listed on the Hong Kong Stock Exchange (00183) until the
withdrawal of its listing in November 2008, CITIC Ka Wah Bank
Limited (formerly known as The Hong Kong Chinese Bank, Limited),
China Overseas Land & Investment Limited, Yuzhou Properties
Company Limited and Xinyi Glass Holdings Ltd. Mr. Lam was
awarded the HKSAR Silver Bauhinia Star in 2003.

Mr. CHEUNG Wah Fung Christopher, Jr aged 58, joined the
Group in December 2003. He is the Chairman of Christfund
Securities Limited, Christfund Futures Limited, Christfund Finance
Limited and Christfund Corporate Finance Limited, an Independent
Non-executive Director of Tongda Group Holdings Limited. He
serves as a Member of the People’s Political Consultative
Conference of PRC, chairman of the Council Member of the
Chinese Overseas Friendship Association, Deputy Secretary of the
Friends of Hong Kong Association, a Council Member (1997-2000)
of the Hong Kong Stock Exchange and a Director (1998-2000) of
the Hong Kong Securities Clearing Company Limited, Committee
Member of the Chinese General Chamber of Commerce, the
Honorary President of Hong Kong Federation of Fujian Association
and Member of the Standing Committee of the Federation of
Commerce and Industry of Guangdong Province and Mr. Cheung
acquired his Master Degree in MBA from City University of Hong
Kong and was appointed as Justice of Peace by the Chief
Executive of the HKSAR Government in 2000.
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Mr. LEUNG Hok Lim, FCPA (Aust.,), CPA (Macau), FCPA (Practising), aged
74, joined the Group in September 2004. He is the founder and
Senior Partner of PKF. Mr. Leung, is a Non-executive Director of
Beijing Hong Kong Exchange of Personnel Centre Limited, an
Independent Non-executive Director of a number of listed
companies namely Yangtzekiang Garment Ltd., YGM Trading Ltd.,
S E A Holdings Ltd., High Fashion International Ltd. and Phoenix
Satellite Television Holdings Ltd..
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The directors present the directors’ report and the audited financial
statements for the year ended 31 December 2009.

PRINCIPAL ACTIVITIES AND
GEOGRAPHICAL ANALYSIS OF
OPERATIONS

The principal activities of the Company are hotel business and
property investment and those of its subsidiaries are disclosed in
note 6 to the consolidated financial statements.

An analysis of the Group’s revenue and contribution to results by
principal activities and geographical area of operation for the year ended
31 December 2009 is set out in note 6 to the consolidated financial
statements.

RESULTS AND APPROPRIATIONS

The results and cash flow of the Group for the year ended
31 December 2009 and the state of affairs of the Group and the
Company for the year ended 31 December 2009 are set out in the
financial statements on pages 47 to 126.

DIVIDENDS

The Company did not propose any dividends for the year ended
31 December 2009. The Directors do not recommend the payment
of a dividend for the year ended 31 December 2009.

FINANCIAL SUMMARY

A summary of the results and the statement of net assets/liabilities
of the Group for the last financial years is set out on pages 4 to 6.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate turnover attributable to the Group’s five largest
customers and the Group’s largest customer accounted for 16.8%
and 4.0% respectively of the Group’s total turnover for the year. The
aggregate purchases attributable to the Group’s five largest suppliers
and the Group’s largest supplier accounted for 54.6% and 15.7%
respectively of the Group’s total purchase for the year.
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None of the Directors, their associates, or shareholders (which to
the knowledge of the Directors owned more than 5% of the
Company'’s share capital) had any beneficial interest in the Group’s
five largest suppliers and customers during the year.

RESERVES

Movements in the reserves of the Group and of the Company for
the year ended 31 December 2009 are set out on page 49 and in
note 26 to the consolidated financial statements.

PREPAID LEASE PAYMENTS

Details of the movements in prepaid lease payments of the Group
are set out in note 16 to the consolidated financial statements.

INVESTMENT PROPERTIES

At 31 December 2009, the investment properties of the Group
were revalued by an independent firm of professional surveyor
and property valuer on an open market value basis at HK$25.56
million. Details of these and other movements during the year in
the investment properties of the Group are set out in pages 127
to 128 and note 17 to the consolidated financial statements
respectively.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group are set out in note 15 to the consolidated financial
statements.

SUBSIDIARIES AND ASSOCIATES

Particulars of the Company’s subsidiaries and associates for the
year ended 31 December 2009 are set out in notes 18 and 19 to
the consolidated financial statements.

SHARE CAPITAL

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

BANK LOAN AND OTHER

There were no outstanding bank loan and other borrowings by
the Company and the Group at 31 December 2009.
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CAPITALISED BORROWING COSTS

No borrowing costs were being capitalised during the year ended
31 December 2009 (2008: Nil).

MAJOR AND CONNECTED
TRANSACTIONS

On 9 May 2005, the Group entered into an extension agreement
with Railway Department, the joint venture partner of the Hotel, to
extend the operating period of the Hotel by 10 years to 31
December 2025.

Pursuant to an extension agreement entered into by Yan Hei
Limited ("Yan Hei"), a wholly owned subsidiary of the Company,
with Railway Department and Fujian Enterprises (Holdings)
Company Limited ("Fujian Enterprises”) (as a guarantor) on 9 May
2005 ("Extension Agreement"), the operation period of Xiamen
Plaza will be extended for an additional 10 years up to 31
December 2025 and a change in the terms of the CJV Agreement
in respect of the annual amounts to be distributed by Yan Hei to
Railway Department. Pursuant to the terms of the Extension
Agreement, Yan Hei has agreed to pay annual distributions to
Railway Department during the operating period of Xiamen Plaza
up to year 2025 as set out below:

2005 to 2006: US$70,000 per year
2007 to 2011: US$100,000 per year

2012 to 2025: US$200,000 per year

RELATED PARTY TRANSACTION

Details of related party transactions are set out in note 32 to the
consolidated financial statements.

DIRECTORS

The Directors who held office during the year ended 31 December
2009 and up to the date of this report were:

20

BEXRNERL

RZBZBANFT_A=+—BFEMEE
EXREERE(ZETN\EF : |) -

FTERBERS

R-ZEZRFRANR  KEBEEEZ
AERHEBEHARTI Y —HERDE - B
BEZEEFHERTFE_S A5+
“A=+—HEmm-

BREARRZEMBRARCEERDA
(M=) BEERRER (RE) ARAT
(TEEEE]) (FERAR-_ZFZTLFH
ANBEIY ZE R (TR - B

BELRZRENBEIERTFE-ZF
“HFTZA=t+—RH UEREUEEF
BEENIK THEER 2 BB & FHHR K
Ko REBERWREGR  CBERERE
BREPRHEZ T -_RAF N THEHE
B EEEIHMT

TEERFEZTERF
ETT
—EERHFE_T——F : §4100,000
e

T2 T FHF 200,000
ETT

BEALRS

BEALRSHIFENGE P ERRM T
2o

E

RZZEZNF+_A=+—HBHFER#EZE
ARETHAMIEZETEETRENT :

: F 470,000

w

it



MEBZRARLE —TTNFFR

DIRECTORS’ REPORT

EXECUTIVE DIRECTORS:

Mr. WANG Xiaowu (Chairman)
Mr. WANG Ruilian
Mr. LIU Xiaoting

NON-EXECUTIVE DIRECTORS:

Mr. FENG Qiang
Mr. YE Tao

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. LAM Kwong Siu
(re-appointed on 11 December 2009)
Mr. CHEUNG Wah Fung, Christopher
(re-appointed on 11 December 2009)
Mr. LEUNG Hok Lim

In accordance with article 101 of the Company’s Articles of
Association, one third of the Directors for the time being, or, if
their number is not three or a multiple of three, then the number
nearest to one third shall retire at the forthcoming Annual General
Meeting of the Company and shall be eligible for re-election.

Mr. Leung Hok Lim has since 24 September 2004 been an
Independent Non-executive Director of the Company with tenure
of two years and was reappointed at most two times with tenure
of two years and expired on 23 September 2008, and was
reappointed again with tenure of two years, expiring on 23
September 2010. Mr. Lam Kwong Siu and Mr. Cheung Wah Fung,
Christopher have been Independent Non-executive Directors of
the Company since 11 December 2003 with tenure of two years
and were reappointed at most two times with tenure of two years
and expired on 10 December 2009 and were reappointed with
another tenure of two years and were as reappointed on 11
December 2009 with tenure of two years, expiring on 10 December
2011.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting have a service contract with
the Company or any of its subsidiaries which is not determinable
by the employing company within one year without payment of
compensation, other than statutory compensation.
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DIRECTORS’ BIOGRAPHY

Biography of the Company’s directors is set out on pages 14 to
17.

DISCLOSURE OF INTERESTS BY
DIRECTORS

As at 31 December 2009, the interests of the Directors in the
shares, underlying shares, and debentures of the Company or its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFQ”)), which (a) were required to be notified to
the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which the Directors
are taken or deemed to have under such provisions of the SFO);
or (b) were required, pursuant to Section 352 of the SFO, to be
entered in the register referred to therein; or (c) were required to
be notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed
Issuers contained in Listing Rules (the “Model Code”) were as
follows:

LONG POSITION IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

EEHEE

ARBESEHEHNFI4EFRITAE »

EEEaRE

RZZZNF+ZA=+—H EFRAK
N RS E AR AE (E& B ES RS D)
(B EEPIESTE) ([EmLAEEHRA)
SEXV BP) Z By M ABRER D B  (a) B IR IR
E A KB RGIEXVERE 7 K87 7R A
RALBBBARZMAR AR (B
FiTl) 2 #m (BRIER B M E R 2 %
FHRNEFREFRWEIEZTH 2 EER
RR) + B(P)RRARIERE 7 M E 5P
BE2FMEFE 2 ERLMz R © (AR
BETRAMAE EHETAERETES
R 5 IREST R (MR R BAARRQE
KRz s T

RRBRHRABERKRG 25

Number of
issued Number of
Type of ordinary underlying Percentage

Director interests shares held shares held of interest

e #1T P e EE ez
2= =Rl ZTEREAE vl 4= Aot
Wang Xiaowu Personal - 1,040,000(a) 0.2%
pa AN [EPN
Note: BsE -

(@) These interests represent the interests in underlying shares in respect
of share options granted by the Company to Mr. Wang Xiaowu as
beneficial owners, the details of which are set out in the Section
“Share Options” below.
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Save as disclosed above, during the year, none of the directors of
the Company had or was deemed to have any interests or short
positions in the shares, underlying shares or debentures of the
Company and its associated corporations (as defined in Part XV
of the SFO) (i) which were required to be notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests or short positions which they were
taken or deemed to have under such provisions of the SFO); or (ii)
which were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein; or (i) which were required
to be notified to the Company and the Stock Exchange pursuant
to the Model Code.

At no time during the year was the Company or its subsidiaries
engaged in any arrangements to enable the directors of the
Company or their respective spouses or children under 18 years
of age to acquire benefits by means of the acquisition of shares in
or debentures of the Company or any other body corporate.

INTERESTS IN COMPETING BUSINESSES

During the year, none of the directors of the Company nor their
respective associates had any business which competes or is likely
to compete, either directly or indirectly, with any business of the
Group.

INTERESTS IN ASSETS OF THE GROUP

During the year, none of the directors of the Company had any
direct or indirect interests in any assets which have been acquired
or disposed of, or leased to, or which are proposed to be acquired
or disposed of or leased to, the Company or any of its subsidiaries.

DIRECTORS’ INTERESTS IN CONTRACTS
None of the directors of the Company was materially interested in

any contract or arrangement subsisting during or at the end of the
year which is significant in relation to the business of the Group.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2009, as far as is known to the directors of
the Company and the Company, and as confirmed upon
reasonable enquiry, the register maintained by the Company under
section 336 of the SFO shows that the following persons (not being
directors and employees of the Company) had, or were deemed
to have, interests or short positions in the shares and underlying
shares of the Company which are required to be disclosed to the
Company or the Stock Exchange under the provisions of Divisions
2 and 3 of Part XV of the SFO or who were, directly or indirectly,
interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general
meetings of any other member of the Company or had an option
in respect of such capital were as follows:

FTERR

BE_ZZAF+_A=+—H1t  #RK
RBEFRARAMA - IRNEFHEHLE
BEERRMERTE  HRARFIREES
KB GHIFE336HAFE Z B LA
8 TIHAL(EFARBZEERER)
BB AR ST A AR B SRR A (D
PIRIERE 77 M E GROIEXVER R 2R FE3D
BB B A AR X B) B 52 P I BR 2 R e BOR
B RERAREBERAEMSENAIRAE
BRATRARBEMEMKE AR Z KR
RE LREZEABERIRAEES %A L
AR TR 2 BRAE -

LONG POSITIONS IN THE SHARES OF THE RAAARGDZER
COMPANY
Number of % of total
shares of the issued shares
Name of Shareholders Company held of the Company
Frig A a] HEBITART
RR A g = BROBEAESL
HC Technology Capital Company Limited (“HC Technology”) 279,241,379 (a) 52.4
EFRBREARAR ([E&RE])
Fujian Investment and Development Company Limited (“FIDC”) 279,241,379 (a) 52.4
ERKREREARAR ([EHKRE])
Fujian Huamin Industrial Group Company Limited (“FHIG”) 279,241,379 (a) 52.4
EREHEZX (RE)ARAA([RRENEX (8E)])
Sino Earn Holdings Limited (“Sino Earn”) 72,553,382 (b) 13.6
Z2R(FR)ERERLR ([ER])
Fujian Huaxing Trust & Investment Company (“FHTI") 72,558,382 (b) 13.6
EREARGEREAR ([EEEFE])
Fujian Huaxing Industrial Company (“FHIC”) 72,553,382 (b) 13.6

REEREENA([EHREX])
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Notes:

(@) HC Technology beneficially holds 279,241,379 shares in the
Company. Pursuant to the SFO, FHIG is deemed to be interested in
the 279,241,379 shares by virtue of its being beneficially interested
in 100% of the issued share capital of FIDC and FIDC is deemed to
be beneficially interested in 100% of the issued share capital of HC
Technology. FHIG is a state-owned corporation of the PRC.

(b)  Sino Earn beneficially holds 72,553,382 shares in the Company.
Pursuant to the SFO, each of FHTI and FHIC is deemed to be
interested in the 72,563,382 shares by virtue of their being
beneficially interested in 30% and 70% of the issued share capital
of Sino Earn respectively. Both FHTI and FHIC are state-owned
corporations of the PRC.

Save as disclosed herein, as at 31 December 2009, the directors
of the Company and the Company, as confirmed upon reasonable
enquiry made by them and as indicated in the register maintained
by the Company under section 336 of the SFO, were not aware of
any other persons (other than directors and employees of the
Company) had, or were deemed to have, interests or short
positions in the shares and underlying shares (including any
interests in options in respect of such capital), which are required
to be disclosed to the Company and the Stock Exchange under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or who
owned any interests or short positions to be recorded in the register
under Section 336 of the SFO; or who was, directly or indirectly,
interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances at general
meetings of any other member of the Company or had any option
in respect of such capital.
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SHARE OPTIONS SCHEME

On 22 January 1997, the Company approved a share option
scheme (the “Existing Scheme”) under which the Directors may,
at their discretion, invite any employee or executive directors of
the Company and the Group to take up options to subscribe for
shares in the capital of the Company at any time during the ten
years from the date of offer. The subscription price of the
Company’s shares shall be referred to the average closing price
of the Company’s shares as quoted on the main board of the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) for five
dealings days immediately preceding the offer date. The maximum
number of shares on which options may be granted may not
exceed 10% of the ordinary share capital of the Company in issue
from time to time. No options of the Company were being granted
or outstanding since the year ended 2002.

On 23 August 2001, the Stock Exchange introduced changes to
the provisions of the Chapter 17 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”) in relation to share option schemes which came
into effect on 1 September 2001. As a result of the amendments
to the Listing Rules, the Board has not been able to grant options
under the Existing Scheme. In compliance with the amendments
to the Listing Rules, by an ordinary resolution passed on 10 May
2004, the Company terminated the Existing Scheme and adopted
a new share option scheme (the “New Scheme”).

PURPOSE OF THE SHARE OPTIONS SCHEME

The purpose of the share options scheme is to provide participants
of the same with the opportunity to acquire proprietary interests
in the Company and to encourage them to work towards enhancing
the value of the Company and its shares for the benefit of the
Company and its shareholders as a whole.
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ELIGIBLE PARTICIPANTS OF THE SHARE
OPTIONS SCHEME

(i) any executive, non-executive or independent non-executive
director of any member of the Group or an entity in which the
Group holds an interest (“Affiliate”); (i) any employee or officer
(whether full time or part time)(“Employee”) of the Group or an
Affiliate; (iii) any shareholder of any member of the Group or an
Affiliate who has, in the opinion of the Board, contributed or may
contribute to the development and growth of the Group; (iv) any
customer, supplier, agent, partner, consultant or adviser of or
contractor to any member of the Group or an Affiliate; or (v) the
trustee of any trust the beneficiary of which or any discretionary
trust the discretionary objects of which include any director,
Employee, customer, supplier, agent, partner, consultant or adviser
of or contractor to any member of the Group or an Affiliate; or (vi)
a company beneficially owned by any director, Employee,
consultant, customer, supplier, agent, partner or adviser of or
contractor any member of the Group or an Affiliate.

TOTAL NUMBER OF SECURITIES ISSUABLE

The maximum number of shares which may be granted under the
share options scheme and any other schemes involving the issue
or grant of options or similar rights over shares or other securities
by the Company shall not, in aggregate, exceed 10% of shares in
issue as at the date of approval of the share options scheme.

MAXIMUM ENTITLEMENT OF EACH PARTICIPANT

Unless approved by the shareholders, no option may be granted
to any eligible participants which if exercised in full would result in
the total number of shares issued and to be issued upon exercise
of the options already granted or to be granted to such eligible
participant under the share options scheme (including exercised,
cancelled and outstanding options) in the 12-month period up to
and including the date of such new grant exceeding 1% of the
issued share capital of the Company as at the date of such new
grant.

PERIOD TO TAKE UP SHARE OPTIONS AND
MINIMUM PERIOD TO HOLD BEFORE EXERCISE

There is no minimum period within which the shares option must
be taken up or for which a share option must be held before it can
be exercised.
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AMOUNT PAYABLE TO TAKE UP SHARE OPTIONS
AND TIME TO ACCEPT OFFER

An offer for the granting of share options under the share options
scheme shall be accepted within 28 days from the offer date and
by way of payment of a consideration of HK$1.

MAXIMUM PERIOD FOR EXERCISING ON OPTION

An option may be exercised in accordance with the terms of the
share options scheme at any time during a period to be determined
and notified by the Board of Directors to each participant, which
period may commence on the date on which the offer for the grant
of options is made but shall end in any event not more than 10
years from the date of grant of the option.

EXERCISE PRICE

The exercise price shall be a price determined by the Board of
Directors of the Company and shall not be less than the highest
of:

()  the closing price of a share as stated in the Stock Exchange’s
daily quotations sheet on the date of grant of the relevant
option, which must be a business day;

(i) an amount equivalent to the average closing price of the
shares as stated in the Stock Exchange’s daily quotations
sheet for the five business days immediately preceding the
date of grant of the relevant option; and

(i) the nominal value of a share.
LIFE OF THE SHARE OPTIONS SCHEME
The share options scheme shall be valid and effective for a period

of two years commencing on the date of adoption of the share
options scheme.
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The details of share options outstanding as at 31 December 2009 RIEAEARAGRREA_EZNFHATH
as granted under the New Scheme adopted by the Company’s RO FTE BRI MR =TT NF+=A

shareholders on 10 May 2004 are as follows: ST —HERITEZERERO AR
™
Options
held as at
1 January % of
Date of 2009 and  Nature of Exercise Exercise existing
grant 31 December interests price period Shares
2009
R=ZZBBAF
—A—HK
—EEBhEF
+=ZA=+-—8 HRE
BEZ = g vigrd
& A BB R ME TEE T Aot
HK$
BT
Wang Xiaowu 3 June 2004 1,040,000 Personal 0.184 3 June 2004- 0.20
R —ZTTNF (EPN 2 June 2014
~NH=H —EEMEF
NA=B=Z%
—E—OF
NAZH
Employees 3 June 2004 420,000 Personal 0.184 3 June 2004- 0.08
== —TENEF EA 2 June 2014
NHAH=H —EEMEF
NHAH=B=Z%
—T-F
NAZH

1,460,000

The consideration to be paid upon acceptance of the options by FRARAESRZEMNERERMNS 2R
each of the grantees is HK$1. BERAEMTT -
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MANAGEMENT CONTRACTS

On 30 June 2004, Yan Hei Limited (“Yan Hei”), a wholly owned
subsidiary of the Company, entered into a management contract
with an independent third party, {&ZE5 X S E B[R A7) (Fujian
Sunshine Group Limited) (“Sunshine Group”) in relation to the
appointment of the Sunshine Group to manage the daily operations
of Xiamen South East Asia Hotel (the “Hotel”), a hotel owned by
Xiamen South East Asia Company Limited (“Xiamen Plaza”), a
wholly-owned subsidiary of Yan Hei, for a period of ten years.

On 4 March 2008, Yan Hei and Xiamen Plaza entered into an
agreement with Sunshine Group and EFIZEBEEE AR A
7] (Xiamen Friendship International Co., Ltd) (“Friendship
International”). Pursuant to the agreement, Sunshine Group agreed
to transfer the management right of the Hotel to Friendship
International.

On 4 March 2008, Xiamen Plaza entered into a management
contract (“Management Contract”) with Friendship International
in relation to the appointment of Friendship International to manage
the daily operations of the Hotel for a period of five years. Friendship
International has paid RMB5 million as security deposit to Xiamen
Plaza, which is refundable upon expiry of the Management
Contract.

The Hotel remains the property of the Group at all times under the
Management Contract. Xiamen Plaza is entitled to receive income
from Friendship International which is calculated in accordance
with the terms of the Management Contract.

RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the plans are
held separately from those of the Group in funds under the control
of trustees.

The employees of the Group’s subsidiary in China are members of
a state-managed retirement benefit plan operated by the
government of the PRC. The subsidiary is required to contribute a
specified percentage of payroll cost to the retirement benefit
scheme to fund the benefits. The only obligation of the Group
with respect to the retirement benefit plan is to make the specified
contributions.
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PURCHASES, SALE OR REDEMPTION
OF THE COMPANY’S LISTED
SECURITIES

Neither the Company nor its subsidiaries, had purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2009.

CORPORATE GOVERNANCE

The Directors consider that throughout the year ended 31
December 2009, the Company has complied with the Code on
Corporate Governance Practices (“Code on Corporate
Governance”) as set out in Appendix 14 of the Listing Rules. The
Company had received from each of the Independent Non-
executive Directors a verbal confirmation of his independence.

The Company has adopted the Code on Corporate Governance.
The Company had made specific enquiries to all Directors regarding
any non-compliance with the Code on Corporate Governance
during the year ended 31 December 2009, and had received
confirmations from all Directors that they had fully complied with
the required standard set out in the Code on Corporate
Governance during the year ended 31 December 2009.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules, the
Model Code, as its own code of conduct regarding Directors’
securities transactions. Specific enquiry has been made with all
Directors and the Directors have complied with the requirements
set out in the Model Code for the year ended 31 December 2009.
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AUDIT COMMITTEE

The Audit Committee of the Group was established in 1999.
Currently, it comprises three members, all of whom are
Independent Non-executive Directors, namely Mr. Leung Hok Lim
who possesses professional accounting qualification, Mr. Lam
Kwong Siu and Mr. Cheung Wah Fung, Christopher. Mr. Leung
Hok Lim is the Chairman of the Audit Committee. The Audit
Committee adopted the term of reference in accordance with the
Code on Corporate Governance Practices issued by the Stock
Exchange. The principal duties of the Audit Committee include
the review and supervision of the Group’s financial reporting
process and internal controls. Three meetings have been held by
the Audit Committee during the year. Each Committee meeting
was provided with necessary financial information of the Group
for consideration, review and assessment of major issues.

NOMINATION COMMITTEE

The Nomination Committee is responsible for recommending
candidates to fill vacancies in the Board based on their
qualifications, abilities and potential contribution to our Company
and to ensure fair and transparent procedures for the appointment,
re-election and removal of directors to the Board. The terms of
reference of the Nomination Committee are available on our
Company’s website.

The Nomination Committee was formed by the Group in March
2005. The Committee currently comprises three members, all of
whom are Independent Non-executive Directors namely Mr.
Cheung Wah Fung, Christopher, Mr. Leung Hok Lim and Mr. Lam
Kwong Siu, whereas Mr. Cheung Wah Fung, Christopher was
nominated as the Chairman of the committee.

During the year ended 31 December 2009, the members of the
Nomination Committee met once and resolved to propose the
reappointment of our two independent non-executive Directors
for a term of two year from 11 December 2009 to 10 December
2011 and submitted the same to the Board for approval.
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REMUNERATION COMMITTEE

The Group established its Remuneration Committee in March 2005.
The Committee currently comprises three members, all of whom
are Independent Non-executive Directors, namely Mr. Lam Kwong
Siu, Mr. Leung Hok Lim and Mr. Cheung Wah Fung, Christopher.
Mr. Lam Kwong Siu is the Chairman of the Remuneration
Committee. The Remuneration Committee adopted the term of
reference in accordance with the Code on Corporate Governance
Practices issued by the Stock Exchange. The Remuneration
Committee met once during the year as to review the emolument
policy and the benefits of the Executive Directors.

The Remuneration Committee shall consult the Chairman and/or
the General Manager of the Group about their proposals relating
to remuneration package and other human resources issues of
the Directors and senior management of the Group. The
emoluments of Directors are based on each Director’s skill,
knowledge and involvement in the Group’s affairs, the Group’s
performance and profitability, remuneration benchmark in the
industry and the prevailing market conditions.

SUFFICIENCY OF PUBLIC FLOAT

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

AUDITORS

Messr. HLB Hodgson Impey Cheng were appointed as the auditors
of the Company for the year ended 31 December 2009 and have
audited the accompanying financial statements. A resolution will
be submitted by the Board of Directors at the forthcoming annual
general meeting of the Company to re-appoint Messr. HLB
Hodgson Impey Cheng as the Company’s auditors for the year
ending 31 December 2010.

On behalf of the Board

Wang Xiaowu
Chairman

Hong Kong, 20 April 2010

33

EERE
HHEAE

AEEBR _ZTTEAF=-AKRIFMEZE
g BARZESh=-RKEAEK  RER
BIYFRITES  BREMEKRLLE  RE
BETENREESRE - MEKELEBEM
ZEENIR  FTHERESZBERE)S
BIRMRARE 2 EXERARIRER
FZEenFEHRSET - RgH &
BMTES 2 HMBR R FE8 -

FHZE AR AREESERSMEEA
BrHmzEhkEMANBERARBERA
SEETER/REKRE - EEZHERIEE
MEE KRB  MBKFREAEEER
ZEARE  Y2RAEE 2 EERRTH
AT - RIEMEKFERTSREMERE

REARNRERE

BIEARNGMERBERNKEBEEZEEMA
EoORARERS  RBATRIBER
NEIB BT AREEE25% o

B BB

BEEtMmEBMERRECARRRE
—ETAF+ZAZT-BLEFERH
fb - 32 S BEM OB IS IR ETT T AT
EXe IS ERNERRES KRS LR
EEHNZEEESHMEBMETCARR
BE_Z—ZF+_A=+—HILFED
ZEERREER ©

REEZS

b2\
FE

b —E—TENH—-FH



Fujian Holdings Limited Annual Report 2009

CORPORATE GOVERNANCE REPORT

TREBRE

COMPLIANCE WITH THE CODE ON
CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognized standards of corporate
governance principles and practices has always been one of the
top priorities of the Company. The Board of Directors (the "Board")
believes that good corporate governance is one of the areas that
lead to the success of the Company and in balancing the interests
of shareholders, customers and employees, and the Board is
devoted to ongoing enhancements of the efficiency and
effectiveness of such principles and practices.

The Directors consider that throughout the year ended
31 December 2009, the Company has complied with the Code
on Corporate Governance Practices (“Code on Corporate
Governance”) as set out in Appendix 14 of the Rules Governing
the Listing of Securities on The Stock of Hong Kong Limited (the
“Listing Rules”). The Company had received a verbal confirmation
of independence from each of the Independent Non-executive
Directors.

BOARD COMPOSITION AND BOARD
PRACTICES

The Board is principally responsible for the management and
operations of the Group. The Board also reviews the overall
strategic development and monitors the financial performance of
the Group. The Directors acknowledge their responsibilities in
reviewing the reports of the Group for the year covered by this
annual report.

The Board comprises a total of eight Directors, three of which are
Executive Directors, two Non-executive Directors and three
Independent Non-executive Directors. One of the Independent
Non-executive Directors has appropriate professional
qualifications, or accounting or related financial management
expertise.

Board composition review will be made regularly to ensure that it
has a balance of expertise, skills and expertise appropriate for the
requirements of the business of the Group. In accordance with
article 101 of the Company’s Articles of Association, one third of
the Directors for the time being, or, if their number is not three or
a multiple of three, then the number nearest to one-third shall retire
at the forthcoming Annual General Meeting and shall be eligible
for re-election.
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CHAIRMAN'’S ROLE AND
RESPONSIBILITY

The Chairman of the Board (“Chairman”) and the Group General
Manager are separate individuals, to maintain segregation of duties
between the management of the Board and the day-to-day
management of the Group’s business. One important role of the
Chairman is to provide leadership for the Board. The Chairman
has to ensure that the Board works effectively, discharges
responsibilities, and that all key and appropriate issues are
discussed by the Board in a timely manner. All Directors are
consulted about matters proposed for inclusion in the agenda.
The Chairman has delegated to the Company Secretary the
responsibility for drawing up the agenda for each Board meeting.

The Group supports the establishment of good corporate
governance practices and procedures. The Group General
Manager has been delegated such authority. The Board always
acts in the best interests of the Group, and all Directors have made
full and active contribution to the affairs of the Board. Meeting
between the Chairman and the Non-executive Directors (including
Independent Non-executive Directors) without the presence of
Executive Directors has been scheduled as at least once a year.

A package of orientation materials setting out the duties and
responsibilities of Directors under the Listing Rules, related
ordinances and relevant regulatory requirements of Hong Kong is
provided to each newly appointed Director. Orientation meeting
for briefing on business and operations of the Group will be held
with the Directors concerned.
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BOARD OF DIRECTORS

The Board meets regularly. For the year ended 31 December 2009,
it held four meetings. Regular Board meetings of the year are
scheduled in advance. All notices of the meeting of the Board will
be made to various directors at least 14 days prior to the meeting,
the Company Secretary will assist the Chairman in preparing the
memorandum of the meeting as to give all Directors an opportunity
to attend. Board papers are circulated not less than three days
before the Board meetings, to enable the Directors to make
informed decisions on matters to be raised at the Board meetings
and to offer them sufficient time to review the documents. The
Company Secretary and the Qualified Accountant normally attend
all regular Board meetings, to advise on corporate governance,
statutory compliance, accounting and financial matters when
necessary, as to ensure the compliance and maintenance of sound
corporate governance practice. The Company Secretary shall
prepare minutes and keep record of matters discussed and
decisions resolved at all Board meetings.

INTERNAL CONTROL

The directors have overall responsibility for the establishment,
maintenance and review of the Group’s system of internal control.
For the year ended 31 December 2009, the directors periodically
reviewed its internal control system to ensure its effectiveness and
adequacy, which embraced financial, operational and risk
management control.
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For the year ended 31 December 2009, the Board met four times RZZEZNF+_A=1+—HFE &=
and the Directors’ attendance at the Board Meeting is as follows: FROMNREEH  ESEFEBERAOT
Attendance

Director == HERE

Chairman B3

WANG Xiaowu R 4

Executive Directors WITES

WANG Ruilian T imhk 4

LIU Xiaoting 21T 4

Non-executive Directors FHMITES

FENG Qiang o 4

YE Tao x5 1

Independent Non-executive Directors BT ESE

LAM Kwong Siu MEJK 3

CHEUNG Wah Fung, Christopher RER 2

LEUNG Hok Lim RE Sk 4

Note: B 5

* 2 out of 4 meetings are attended by alternate director. According to * MiEEERT 2 HPRARHERES
Article 93 of the Company's Articles of Association, a Director may RELF - BRAQFEMERMASE3
at any time by notice in writing delivered to the Company or at a B2 HE - ERANERFE AR F S
meeting of the Board, appoint any person to act as alternate Director EEgen LEHAEHAA - ZEEM
in his place during his absence and may in like manner at any time ATHRERFEHBRETESEES - WA
determine such appointment. Such appointment unless previously EEAAERKRIEEEZE - LEZ
approved by the Board shall have effect only upon and subject to £ BRIFERNDEESSHE - SRIEHE
being so approved. ZHBAKESSHERTRBER
An alternate Director shall be entitled to attend and vote as a Director BEESKAIREZEESTHRSLFE
at any such meeting at which the Director appointing him is not ZIERT BRNEZEMHERENER
personally present and generally at such meeting to perform all the BRUANE LRE - UARRNZERLUE
functions of his appointor as a Director, and for the purposes of the EHN—RITERBTEZAAZMESR
proceedings at such meeting the provisions of these Articles shall B ORBE  mMRESEEFNE
apply as if he (instead of his appointor) were a Director. ZENTMBZ G KER - BOERE

£

Records of Board meetings are kept by the Company Secretary, BTSSRI BAARNERT T

and submitted to each Director for filing and made available to REZEFEREBRE A AARESE

them for their inspection. B e

Insurance policy has been arranged to safeguard the interests of
the Directors in case of legal proceedings.

37

RHEERR - FEFEIEAEFAR
BERE -



Fujian Holdings Limited Annual Report 2009

CORPORATE GOVERNANCE REPORT

AN R -T2
ERERRE
NON-EXECUTIVE DIRECTORS

Mr. Ye Tao and Mr. Feng Qiang were appointed as Non-executive
Directors on 24 September 2004 and 27 January 2005 respectively
and without a specific term, but are subject to retirement by rotation
at the Annual General Meeting in compliance with the Company’s
Articles of Association.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE
DIRECTORS

Each Independent Non-executive Director has made an annual
confirmation of independence pursuant to Rule 3.13 of the Listing
Rules. The Company is of the view that all Independent Non-
executive Directors meet the independence guidelines set out in
Rule 3.13 of the Listing Rules, and are independent in accordance
with the terms of the guidelines.

Mr. Leung Hok Lim has been an Independent Non-executive
Director of the Company with tenure of two years which expired
on 23 September 2008 and was reappointed on 24 September
2008 with tenure of two years, expiring on 23 September 2010.
Mr. Lam Kwong Siu and Mr. Cheung Wah Fung have been
Independent Non-executive Directors of the Company with tenure
of two years which expired on 10 December 2009 and were
reappointed on 11 December 2009 with tenure of two years,
expiring on 10 December 2011. However, their tenure is subject
to retirement by rotation at the Annual General Meeting in
compliance with the Articles of Association of the Company and
the Code on Corporate Governance, under which they have to
retire by rotation and make themselves eligible for re-election.
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DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL
STATEMENTS

The Directors are responsible for the preparation of the financial
statements for each financial period which give a true and fair
view of the state of affairs of the Group and of the results and
cash flow for that period. In preparing the financial statements,
the Directors have selected appropriate accounting policies,
applied them consistently, made judgments and estimation that
are prudent, fair and reasonable, ensured all applicable accounting
standards are followed and prepared the financial statements on
a going concern basis. The Directors are also responsible for
ensuring that the Group keeps accounting records which disclose
with reasonable accuracy at any time the financial position of the
Group and which enable the preparation of financial statements in
accordance with the Hong Kong Companies Ordinance and the
applicable accounting standards.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group has adopted Appendix 10 to the Listing Rules, the
Model Code, as its own code of conduct regarding Directors’
securities transactions. Specific enquiry has been made with all
Directors and the Directors have complied with the requirements
set out in the Model Code for the year ended 31 December 2009.
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AUDIT COMMITTEE

The Audit Committee of the Group was established in 1999.
Currently, it comprises three members, all of whom are
Independent Non-executive Directors, namely Mr. Leung Hok Lim
who possesses professional accounting qualification, Mr. Lam
Kwong Siu and Mr. Cheung Wah Fung, Christopher. Mr. Leung
Hok Lim is the Chairman of the Audit Committee. The Audit
Committee adopted the term of reference in accordance with the
Code on Corporate Governance Practices issued by the Stock
Exchange. The principal duties of the Audit Committee include
the review and supervision of the Group’s financial reporting
process and internal controls. Three meetings have been held by
the Audit Committee during the year. Each Committee meeting
was provided with necessary financial information of the Group
for consideration, review and assessment of major issues.

During the year ended 31 December 2009, the members of the
Audit Committee met three times and their attendance is as follows:

BEREES

AEBR-NNANFRIERZEE -]
REZEeh=—2KEBAK  KEFHRBEIL

FNTES  BRERBRLE (ABEEXS
FHENERS)  MEIREERREE L - R

PRELRERZREGIRF - EREE®
B R BB X TR M (R X EDR B AR T A
B BERE  EREZBEEZIRRK
BIEEHN M NEE 2 M5 RERIEF &
NEERE - ERZEERAFERRT=
REH - BREBESRHAIRREHVEAY

AEBPBHER - HREEE - s ket
EIFR SR ZEREEH -

R-ZBENFT_A=T—RFE  B%
ZEGRT-REH KELEBRAW
T

Attendance
Name of member REEE HERE
LEUNG Hok Lim (Chairman) RE®E (FF) 3
LAM Kwong Siu MEJK 3
CHEUNG Wah Fung, Christopher IR EE I 3

The Audit Committee has reviewed the interim and final financial
results for the year 2009. The Audit Committee considers the
financial statement to be complied with the appropriate financial
standards and the law regulations and with enough disclosure has
been made.

NOMINATION COMMITTEE

The Nomination Committee is responsible for recommending
candidates to fill vacancies in the Board based on their
qualifications, abilities and potential contribution to our Company
and to ensure fair and transparent procedures for the appointment,
re-election and removal of directors to the Board. The terms of
reference of the Nomination Committee are available on our
Company’s website.
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The Nomination Committee was formed by the Group in March
2005. The Committee currently comprises three members, all of
whom are Independent Non-executive Directors namely
Mr. Cheung Wah Fung, Christopher, Mr. Leung Hok Lim and
Mr. Lam Kwong Siu, whereas Mr. Cheung Wah Fung, Christopher
was nominated as the Chairman of the committee.

During the year ended 31 December 2009, the members of the
Nomination Committee met once and resolved to propose the
reappointment of our two independent non-executive Directors
for a term of two year from 11 December 2009 to 10 December
2011 and submitted the same to the Board for approval. Their
attendance is as follows:

TREGHRE

AEBR _ZTERF=-AKIREEZE
g -HRHZEEH=—ENEEN  BER
BIYFNTES  BREFRLL  REB
RIEERMBEIEL - REBEERRS
ZEBEXF -

RIBEZNF+-_A=+—HEE 2%
ZEERTAEE  AREBBEH-_ZZT
hWE+-A+—-BZ2-ZT——F+-A+
AEEREARNBIMA B IERNTEER
EBEE THMF  TRIXS=gFI -
MEMEBERAT

Attendance
Name of member REEZE HE IR
CHEUNG Wah Fung, Christopher (Chairman) REE (/) 1
LEUNG Hok Lim R 1
LAM Kwong Siu MEJK 1

REMUNERATION COMMITTEE

The Group established its Remuneration Committee in March 2005.
The Committee currently comprises three members, all of whom
are Independent Non-executive Directors, namely Mr. Lam Kwong
Siu, Mr. Leung Hok Lim and Mr. Cheung Wah Fung, Christopher.
Mr. Lam Kwong Siu is the Chairman of the Remuneration
Committee. The Remuneration Committee adopted the term of
reference in accordance with the Code on Corporate Governance
Practices issued by the Stock Exchange. The Remuneration
Committee met once during the year as to review the emolument
policy and the benefits of the Executive Directors.

The Remuneration Committee shall consult the Chairman and/or
the General Manager of the Group about their proposals relating
to remuneration package and other human resources issues of
the Directors and senior management of the Group. The
emoluments of Directors are based on each Director’s skill,
knowledge and involvement in the Group’s affairs, the Group’s
performance and profitability, remuneration benchmark in the
industry and the prevailing market conditions.
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For the year ended 31 December 2009, the members of the ’é:ggﬁﬁ-ﬁ‘i’: =+—HFE -
Remuneration Committee met once and their attendance is as FEEBRT—XgH KEHFEBERLW
follows: N

Attendance
Name of member REER HEIRE
LAM Kwong Siu (Chairman) WEKXK (F8) 1

LEUNG Hok Lim 2R
CHEUNG Wah Fung, Christopher REIE

EXTERNAL AUDITORS

The Audit Committee has reviewed a service plan from Messr.
HLB Hodgson Impey Cheng regarding their independence and
objectivity and had a meeting with HLB Hodgson Impey Cheng,
the external auditors of the Company, to discuss the scope of
their audit and approve the scope.

The Audit Committee also makes recommendations to the Board
on the appointment and retention of the external auditors.

For the year ended 31 December 2009, the Company paid Messr.
HLB Hodgson Impey Cheng, the external auditors of the Company,
HK$460,000 as audit fees (2008: HK$495,000).

The auditors’ reporting responsibility is set out on pages 45 to 46
of this annual report.

RISK MANAGEMENT

The Company’s management believes that risk management is
an essential component of the Group’s administrative structure.
The management assists the Board in evaluating material risk
exposure existing in the Group’s business, including investment
risk, interest rate risk, liquidity risk etc, and participates in designing
and formulating appropriate risk management and internal control
measures, and to ensure its implementation in daily operational
management.

The management considers that the investment risk management
measures provide guarantee to the Group through its way of
seeking new development opportunities, as to secure reasonable
return in every investment, to reduce investment risks and to avoid
possible loss attributable to investments.
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The Group’s risk management towards liquidity aims to ensure
that under all circumstances there exists sufficient capital to fulfill
repayment obligations of all debts due, to maintain good
creditworthiness, to finance reasonable investment opportunities
and to fuel business development. The Group’s accounting
department is responsible for daily financial activities and monitors
liquidity position from time to time to cope with business operation
of the Company.

CORPORATE CORRESPONDENCE

The Company commits to report to the shareholders of the
Company the Group’s corporate information in a timely and
punctual way through notifying or mailing to all shareholders via
press release, Interim Report and Annual Report. The circular of
the Annual General Meeting will be distributed to all shareholders
of the Company at least 21 days prior to the meeting, which set
out the requirements and the procedure of the vote and the relevant
details of other proposed resolutions. The printed copies of the
Group’s Annual Report and Interim Report have been dispatched
to all the shareholders.

The Company also maintains a corporate website on which
comprehensive information about the Group is provided.

The Company is committed to ensuring that it is fully compliant
with disclosure obligations stipulated under the Listing Rules and
other applicable laws and regulations, and that all shareholders
and potential investors have an equal opportunity to receive and
obtain externally available information that is released by the Group.

CORPORATE MONITOR

The Board is responsible for monitoring the Group’s overall
corporate reporting process and control system, while the
corporate reporting standard is handled by the accounting
department, which makes regular review of resources allocation
and financial reporting system properly. Compliance with Code
on Corporate Governance Practices, the Listing Rules, SFO and
other applicable laws and regulations are handled by the Company
Secretary. The Company’s management meets with the Executive
Directors regularly to review and brief the reporting system, and
the Audit Committee annually to review and brief the reporting
system.
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A package of detailed materials setting out the duties and
responsibilities of the Directors of the Company is provided to each
newly appointed Director of the Company, in which it is especially
specified the applicable rules and regulations (including the Listing
Rules) that the first time appointed Directors of the Company shall
notice and understand.

In respect of the securities transactions made by Directors, the
Company has adopted a set of rules not less stricter than the
code of conduct regarding the standard for securities transactions
by listing issuers set out in Appendix 10 to the Listing Rules (the
“Model Code”). Printed copies of the Model Code have been
distributed to each Director and relevant employee of the Group
as stipulated therein. All the Directors confirmed that they have
complied with the standards set out therein.

On behalf of the Board
Wang Xiaowu
Chairman

Hong Kong, 20 April 2010
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INDEPENDENT AUDITORS’ REPORT

HLBEI%@%+%$%%
Hodgson Impey Cheng

Chartered Accountants
Certified Public Accountants

TO THE SHAREHOLDERS OF
FUJIAN HOLDINGS LIMITED
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Fujian
Holdings Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 47 to 126, which
comprise the consolidated and company statements of financial
position as at 31 December 2009, and the consolidated statement
of comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flows for the
year then ended, and a summary of significant accounting policies
and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE
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 Hong Kong Companies Ordinance. This
responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and the true and fair
presentation of the 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.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no other purpose. We
do not assume responsibility towards or accept liability to any other
person for the contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing issued by the
Hong Kong Institute of Certified Public Accountants. Those
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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 auditors’
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the
auditors consider internal control relevant to the entity’s preparation
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 entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

OPINION

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

HLB Hodgson Impey Cheng
Chartered Accountants
Certified Public Accountants

Hong Kong, 20 April 2010
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
e mEE

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNAF+-_A=Z+—8BFE UBTIIR)

Notes 2009 2008
s —EZNF —EENF

Revenue U &5 5 17,776,714 16,667,080
Other income Hibug A 7 5,575,800 4,401,750
Other gains and losses HithzZ REE 8 3,885,848 5,193,098
Employee benefits expense BIEMZH 10 (6,966,881) (6,100,863)
Depreciation e 15 (3,325,820) (3,993,709)
Amortisation of prepaid ENEEREEH

lease payment 16 (2,009,302) (2,009,302)
Share of profit of an associate FEAL B & 1 R 2 g A 780,443 666,420
Other operating expenses HihEeEH (11,071,490) (11,179,391)
Profit before tax B B1 A 0% A 4,645,312 3,645,083
Income tax expense iR 9 (420,471) (29,448)
Profit for the year R E g A 10 4,224,841 3,615,635
Other comprehensive income Hih 2 HE K &=
Exchange differences on BREGINEBEEZ

translating foreign operations P ZRE (3,908) (410,842)
Other comprehensive income AEEHMEE

for the year g (3,908) (410,842)
Total comprehensive income KEEZHEKEZE

for the year pak-c] 4,220,933 3,204,793
Earnings per share BREF
Basic (HK cents per share) HAR (BRAEMWL 13 0.79 0.68
Diluted (HK cents per share) #E (EREAWL) 13 0.79 0.68
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At 31 December 2009 (in HK Dollars)
RZEZRFE+ZA=+—H UABTIR)

Notes 2009 2008
P —EZThF —EENF
Non-current assets kRBEE
Property, plant and equipment Y - BN 15 42,088,434 47,816,963
Prepaid lease payment AN E KA 16 29,827,937 33,990,698
Investment properties "EYE 17 25,560,000 18,910,000
Interest in an associate AN 19 8,791,378 7,984,808
106,267,749 108,702,469
Current assets RBEE
Inventories FE 20 100,813 105,517
Trade and other receivables B 5 & H A fE PR R 21 2,573,664 3,163,927
Time deposits EHTF R 22 18,584,280 -
Bank balances and cash IRITHEB LIRS 22 17,247,800 29,899,372
38,506,557 33,168,816
Current liabilities REBEE
Trade and other payables 85 kEAMENIERR 23 4,282,181 6,038,516
Net current assets REBEEFE 34,224,376 27,130,300
Total assets less current liabilities 2 EERREE & 140,492,125 135,832,769
Capital and reserves AR R #E
Equity attributable to owners PAN/NEIES PN
of the Company JE1G
Share capital fi% 7 25 66,597,500 66,597,500
Reserves 1 59,977,097 55,756,164
Total equity BAER LA 126,574,597 122,353,664
Non-current liabilities FkRBEE
Deferred tax liabilities EERIBEE 24 8,246,665 7,826,194
Trade and other payables 5 R EMEMNERR 23 5,670,863 5,652,911
13,917,528 13,479,105
140,492,125 135,832,769
The consolidated financial statements on pages 47 to 126 were EEgR - SFMA-_+HEHET

approved and authorised for issue by the Board of Directors on

BRETBLRBBZES

20 April 2010 and are signed on its behalf by: £1268
TR T 56 BR

Wang Xiaowu Wang Ruilian
EF EF

Director Director
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CONSOLIDATED STATEMENT OF

CHANGES IN EQUITY
HEERBER

For the year ended 31 December 2009 (in HK Dollars)
HE-_ZTZNFT_A=+—HFE CABTIT)

Attributable to owners of the Company

AAIREARL
Share-based
Share Share Translation ~ compensation  Accumulated

capital premium reserve reserve losses Total
kB A
XERH

k& kiyag BERE Hemt ZitEE At
(Note 25) (Note 26) (Note 26)
(Rrsk2s) (Wrsk2p) (Fizt26)

t 1 January 2008 RZZZT/\E-A-H 66,597,500 576,304,933 (7,107,347) 268,640 (516,914,855 119,148,871
Profit for the year REEEH - - - - 3,615,635 3,615,635
Other comprenensive income AEEENZENE

for the year - - (410,842) - - (410,842)
Total comprehensive income AEE2ENRER

for the year - - (410,842) - 3,615,635 3,204,793
At 31 December 2008 RZZENETZA=T-H 66507,500 576,304,933 (7,518,189 268,640 (513,299,220) 122,353,664
Profit for the year REEEH - - - - 4,004,841 4,004,841
Other comprenensive income AEEENZENE

for the year - - (3,908) - - (3,908)
Total comprehensive income AEE2ENRER

for the year - - (3,908) - 4,224 841 4,220,933
At 31 December 2009 RZBEAETZA=T-H 66,597,500 576,304,933 (7,522,097) 268,640  (509,074,379) 126,574,597
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GERERER

For the year ended 31 December 2009 (in HK Dollars)
HEZZZNFTZA=+—HFE UBLITR)

2009 2008
—EEhF —ZTENF
Cash flows from operating activities EEEK - EERE
Profit for the year REF R 4,224,841 3,615,635
Adjustments for: FHEIER
Income tax expense PRIS TR X 420,471 29,448
Bank interest income RITHA B WA (244,784) (416,453)
Share of profit of an associate FEAREE & R B 2 m A (780,443) (666,420)
Amortisation of prepaid lease payment T8 7 & k18 # £ 2,009,302 2,009,302
Depreciation of property, Y BEREEZITE
plant and equipment 3,325,820 3,993,709
(Gain)/Loss arising on change wEYEQFE W) BB
in fair value of investment properties (7,993,544) 1,629,642
Gain on disposal of HEREWE R
investment property (1,411,049) (4,111,203)
Loss on disposal and write-off of HERMEYE - BEREE
property, plant and equipment 2 EBEER 309,844 4,570
Loss on disposal of associates SR N EEE - 1,957,288
Write-down of inventories FERE - 25,807
Impairment loss recognised FERNEERIB 2 BEBERER
on prepaid lease payment 2,153,459 -
Impairment loss recognised W - BEREE
on property, plant and equipment ZBIEEEER 3,034,190 -
Impairment loss recognised FERER R 2 R E BB #ER
on trade receivables 12 345,002
Impairment loss recognised H e W IR 2 BB ERER
on other receivables 68,788 9,170
Impairment loss reversed H M FE IR R 2 R B S R R ]
on other receivables - (4,505,182)
Waiver of other payable HEi SRR R (2,152,804) -
Operating cash flows before EEESEEH
movements in working capital IR ER® 2,964,103 3,920,315
Decrease/(increase) in inventories TFERD, (38 hm) 4,704 (31,795)
Decrease in trade and other receivables 2 5 & H ) e I BE R 4 521,463 1,928,432
Increase in trade and other payables B 5 K E b AT BRFIE N 396,469 1,360,839
Cash generated from operations KEEBFRESMA 3,886,739 7,177,791
Interest received 2HRLE 244,784 416,453
Net cash generated by REXEBRRESRANFE
operating activities 4,131,523 7,594,244
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CONSOLIDATED STATEMENT OF CASH FLOWS

mE

BERExR

For the year ended 31 December 2009 (in HK Dollars)

HE—

ZNET_A=+—RBFE CGABTIR)

2009 2008
—BBAF —Z2TNF

Cash flows from investing activities REXK2HERE
Purchase of property, BEME  BELZME

plant and equipment (932,628) (83,949)
Purchase of investment properties BEREME - (9,221,487)
Increase in time deposits N 5E BT 3K (18,584,280) -
Proceeds from disposal of REHEREWE 2 ASHIE

investment property 2,754,593 9,393,048
Proceeds from repayment of REBEAREERNERER

amount due from an associate - 650,000
Proceeds from disposal of associates K B &4 Q7 2 FriS3E - 7,783,581
Dividend received from an associate RN N - 255,109
Net cash (used in)/generated by BREZK2BE FrA) ARA

investing activities BE (16,762,315) 8,776,302
Cash flows from financing activities BEFHHERE
Repayment of borrowings EHEBE - (2,133,379)
Net cash used in financing activities BEEHA 2R ST A RE - (2,133,379)
Net (decrease)/increase incashand BE&REESZE (B4) #Em

cash equivalents FE (12,630,792) 14,237,167
Cash and cash equivalents at FUZReRREEE

the beginning of the year 29,899,372 16,816,032
Effects of foreign exchange rate changes [& & % &) 5/ £ (20,780) (1,153,827)
Cash and cash equivalents at FREZESRRSEE

the end of the year, BRITEBERS

representing bank

balances and cash 17,247,800 29,899,372
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Fujian Holdings Limited Annual Report 2009

STATEMENT OF FINANCIAL POSITION

B B AR &

At 31 December 2009 (in HK Dollars)

RZZBZNF+ZA=+—H CABTIITR)

Notes 2009 2008
i3 —BEThE —EEN\F
Non-current assets FRBEE
Property, plant and equipment Y - B N 15 61,337 94,049
Investment properties EME 17 25,560,000 18,910,000
Interests in subsidiaries BB A B RS 18 6,309,307 7,734,223
31,930,644 26,738,272
Current assets REBEE
Trade and other receivables B 5 N H th e AR R 21 1,438,788 1,453,262
Time deposits & AT 3K 22 18,584,280 -
Bank balances and cash IRITHEB LA S 22 16,050,777 28,683,415
36,073,845 30,136,677
Current liabilities REBEE
Trade and other payables B REMEMNERR 23 610,218 686,092
Net current assets REBEEFE 35,463,627 29,450,585
Total assets less current liabilities EEERRBEE 67,394,271 56,188,857
Capital and reserves AR R #E
Equity attributable to PIN/NEIEEZEWN
owners of the Company FElGHE =
Share capital i@ 25 66,597,500 66,597,500
Reserves et 26 (516,278) (10,408,643)
Total equity BAER AT 66,081,222 56,188,857
Non-current liabilities FRBEE
Deferred tax liabilities BRI A G 24 1,313,049 -
67,394,271 56,188,857
TR e 4
Wang Xiaowu Wang Ruilian
EFE EFE
Director Director
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1.

MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

GENERAL

Fujian Holdings Limited (the “Company”) is a public limited
company incorporated in Hong Kong and its shares are listed
on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Ilts immediate holding company is HC
Technology Capital Company Limited, a company
incorporated in the British Virgin Islands and its ultimate
holding company is #8322 & % (£ E) R A Al, a state-
owned corporation in the People’s Republic of China (the
“PRC”). The addresses of the registered office and principal
place of business of the Company is Room 3305A, 33/F,
West Tower, Shun Tak Centre, 200 Connaught Road Central,
Hong Kong.

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

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are investment
holding, property investment in Hong Kong and hotel
operations in the PRC.

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

In the current year, the Group has applied all the new and
revised standards, amendments and interpretations issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) that are relevant to its operations and effective
for annual periods beginning on or after 1 January 2009.
The new and revised standards, amendments and
interpretations adopted in the current year are referred to as
new and revised HKFRSs.

Except as described below, the adoption of the new and
revised HKFRSs has had no material effect on the
consolidated financial statements of the Group for the current
or prior accounting periods.
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Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

2. APPLICATION OF NEW AND

REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

New and revised HKFRSs affecting
presentation and disclosure only

HKAS 1 (Revised 2007) Presentation of Financial
Statements

HKAS 1 (Revised 2007) has introduced terminology changes
(including revised titles for the consolidated financial
statements) and changes in the format and content of the
consolidated financial statements.

HKFRS 8 Operating Segments

HKFRS 8 is a disclosure standard that has not resulted in a
redesignation of the Group’s reportable segments (see note
).

Improving Disclosures about Financial Instruments
(Amendments to HKFRS 7 Financial Instruments:
Disclosures)

The amendments to HKFRS 7 expand the disclosures
required in relation to fair value measurements in respect of
financial instruments which are measured at fair value. The
amendments also expand and amend the disclosures
required in relation to liquidity risk. The Group has not
provided comparative information for the expanded
disclosures in relation to fair value measurements in
accordance with the transitional provision set out in the
amendments.

The Group has not early applied the following new and

revised standards, amendments and interpretations that have
been issued but are not yet effective.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e TR R

For the year ended 31 December 2009 (in HK Dollars)
HE-_ZTZNFT_A=+—HFE CABTIT)

FER#E] RAEET &R
B mE R ([FEM

APPLICATION OF NEW AND 2.
REVISED HONG KONG FINANCIAL

REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRSs (Amendments)

Amendment to HKFRS 5

BHREED]) (&)

BEMBHRSE

=B 7 s R

as part of Improvements EAI(EETAR) FEEH|ZIEE] AR
to HKFRSs 2008 R_IZBENF
\E%Ziﬁ 7 B 7%
R A2 Bl g 2
—alif’“
HKFRSs (Amendments)  Improvements to HKFRSs 20092 EBMBRE ZTTNFRMGH
EA(BFTA) BEVBRS
A 7 B2
HKAS 24 (Revised) Related Party Disclosures® BEGEEL  BAEEATIRES
F o458
(&4237)
HKAS 27 (Revised) Consolidated and Separate BEEGFEL HKENRELTE
Financial Statements' BT ]z
(Z<« DT)
HKAS 32 (Amendment)  Classification of Rights Issues* EEGEL  #HEkzHEe
3258
(1BET )
HKAS 39 (Amendment)  Eligible Hedged Items' BEGEEL SEREPIER
53958
CHEN)
HKFRS 1 (Amendment)  Additional Exemptions for ERBMBME BREMNE 2B
First-time Adopters® ERFE15% s
(1BET )
HKFRS 1 (Amendment)  Limited Exemption from ERMBRE BEVBRSEL
Comparative HKFRS 7 ZRIFE15R BETHRHER
Disclosures for First-time (BFTA) HNERRLER
Adopters® HF 2 ERFARS
HKFRS 2 (Amendment)  Group Cash-settled Share-based BEMGERE SEBREERD
Payment Transactions® R F 25 AR S
(1BET )
HKFRS 3 (Revised) Business Combinations' BEMBRE EBEH
R B35
(Z<« DT)
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Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

2. APPLICATION OF NEW AND
REVISED HONG KONG FINANCIAL
REPORTING STANDARDS
(“HKFRSs”) (CONTINUED)

HKFRS 9 Financial Instruments’
HK(IFRIC) — Int 14 Prepayments of a Minimum
(Amendment) Funding Requirement®

HK(FRIC) — Int 17 Distributions of Non-cash

Assets to Owners'

HK(IFRIC) — Int 19 Extinguishing Financial Liabilities
with Equity Instruments?®

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

2 Effective for annual periods beginning on or after 1 July 2009
and 1 January 2010, as appropriate.

s Effective for annual periods beginning on or after 1 January
2010.

4 Effective for annual periods beginning on or after 1 February
2010.

5 Effective for annual periods beginning on or after 1 July 2010.

6 Effective for annual periods beginning on or after 1 January
2011.

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

The application of HKFRS 3 (Revised) may affect the Group’s
accounting for business combination for which the
acquisition date is on or after 1 January 2010. HKAS 27
(Revised) will affect the accounting treatment for changes in
the Group’s ownership interest in a subsidiary.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS
e TR R

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNAF+-_A=Z+—8BFE UBTIIR)

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

HKFRS 9 Financial Instruments introduces new requirements
for the classification and measurement of financial assets
and will be effective from 1 January 2013, with earlier
application permitted. The standard requires all recognised
financial assets that are within the scope of HKAS 39
Financial Instruments: Recognition and Measurement to be
measured at either amortised cost or fair value. Specifically,
debt investments that (i) are held within a business model
whose objective is to collect the contractual cash flows and
(i) have contractual cash flows that are solely payments of
principal and interest on the principal outstanding are
generally measured at amortised cost. All other debt
investments and equity investments are measured at fair
value. The application of HKFRS 9 might affect the
classification and measurement of the Group’s financial
assets.

In addition, as part of Improvements to HKFRSs 2009 issued
in May 2009, HKAS 17 Leases has been amended in relation
to the classification of leasehold land. The amendments will
be effective from 1 January 2010, with earlier application
permitted. Before the amendments to HKAS 17, leasees were
required to classify leasehold land as operating leases and
presented as prepaid lease payments in the consolidated
statement of financial position. The amendments have
removed such a requirement. Instead, the amendments
require the classification of leasehold land to be based on
the general principles set out in HKAS 17, that are based on
the extent to which risks and rewards incidental to ownership
of a leased asset lie with the lessor or the lessee. The
application of the amendments to HKAS 17 has no effect on
the classification and measurement of the Group’s leasehold
land.

The directors of the Company anticipate that the application
of the other new and revised standards, amendments or
interpretations will have no material impact on consolidated
financial statements.
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Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

3. SIGNIFICANT ACCOUNTING
POLICIES

The consolidated financial statements have been prepared
on the historical cost basis except for investment properties
and financial instruments, which are measured at fair values,

as explained in the accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and by the Hong Kong

Companies Ordinance.

BASIS OF CONSOLIDATION

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

its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated statement of
comprehensive income from the effective date of acquisition

or up to the effective date of disposal, as appropriate.

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

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

are eliminated on consolidation.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

INVESTMENTS IN SUBSIDIARIES

A subsidiary is an entity in which the Company, directly and
indirectly, controls the composition of the board of directors,
controls more than half of the voting power or holds more
than half of the issued share capital. Investments in
subsidiaries are stated at cost less any identified impairment
losses. The results of the subsidiaries are accounted for by
the Company on the basis of dividend received and
receivable.

INVESTMENT IN AN ASSOCIATE

An associate is an entity over which the Group has significant
influence and that is neither a subsidiary nor an interest in a
joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

The results and assets and liabilities of an associate is
incorporated in these consolidated financial statements using
the equity method of accounting. Under the equity method,
investment in an associate is initially recognised in the
consolidated statement of financial position at cost and
adjusted thereafter for the post-acquisition changes in the
Group’s share of net assets of the associate, less any
impairment in the value of individual investment. When the
Group’s share of losses of an associate exceeds the Group’s
interest in that associate (which includes any long-term
interests that, in substance, form part of the Group’s net
investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are
provided only to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of
the associate.
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Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

INVESTMENT IN AN ASSOCIATE
(CONTINUED)

Any excess of the cost of acquisition over the Group’s share
of the net fair value of the identifiable assets, liabilities and
contingent liabilities of the associate recognised at the date
of acquisition is recognised as goodwill. The goodwill is
included within the carrying amount of the investment and is
not tested for impairment separately. Instead, the entire
carrying amount of the investment is tested for impairment
as a single asset. Any impairment loss recognised is not
allocated to any asset, including goodwill, that forms part of
the carrying amount of the investment in the associate. Any
reversal of impairment loss is recognised to the extent that
the recoverable amount of the investment subsequently

increases.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised

immediately in profit or loss.

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of the

Group’s interest in the relevant associate.

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the course of the
ordinary activities, net of discounts and sales related taxes.

Rental income under operating leases is recognised on a

straight-line basis over the term of the lease.

Revenue from hotel operations is recognised when services

are provided.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

REVENUE RECOGNITION (CONTINUED)

Income from granting the management right of the Group’s
hotel is recognised in accordance with the terms of the
contract.

Interest income from a financial asset excluding financial
asset at fair value through profit or loss is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount.

LEASING

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease. Initial
direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the
leased asset and recognised on a straight-line basis over
the lease term.

The Group as lessee

Operating lease payments are recognised as an expense on
a straight-line basis over the lease term. Benefits received
and receivable as an incentive to enter into an operating lease
are recognised as a reduction of rental expense over the
lease term on a straight-line basis.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

LEASING (CONTINUED)
Leasehold land for own use

Interest in leasehold land is accounted for as operating leases
and amortised over the lease term on a straight-line basis
except for those that are classified and accounted for as
investment properties under the fair value model.

FOREIGN CURRENCIES

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the
primary economic environment in which the entity operates)
at the exchange rates prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date. Non-monetary items carried
at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing at the date when the fair
value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency
are not retranslated.

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

e TR M

For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

FOREIGN CURRENCIES (CONTINUED)

For the purpose of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of
the Group (i.e. Hong Kong dollars) using exchange rates
prevailing at the end of the reporting period. Income and
expense items are translated at the average exchange rates
for the period, unless exchange rates fluctuate significantly
during that period, in which case the exchange rates at the
dates of the transactions are used. Exchange differences
arising, if any, are recognised in other comprehensive income
and accumulated in equity under the heading of translation
reserve.

RETIREMENT BENEFIT COSTS

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

SHARE-BASED PAYMENT TRANSACTIONS

Share options granted to employees on an equity-
settled share-based payment transaction

For grants of share options which are conditional upon
satisfying specified vesting conditions, the fair value of
services received is determined by reference to the fair value
of share options granted at the grant date and is expensed
on a straight-line basis over the vesting period, with a
corresponding increase in equity (share-based compensation
reserve). At the end of the reporting period, the Group revises
its estimates of the number of options that are expected to
ultimately vest. The impact of the revision of the original
estimates, if any, is recognised in profit or loss such that the
cumulative expense reflects the revised estimate, with a
corresponding adjustment to share-based compensation
reserve.
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3. SIGNIFICANT ACCOUNTING 3.

POLICIES (CONTINUED)

SHARE-BASED PAYMENT TRANSACTIONS
(CONTINUED)

Share options granted to employees on an equity-
settled share-based payment transaction (Continued)

For share options that are vested at the date of grant, the
fair value of the share options granted is expensed
immediately to profit or loss.

At the time when the share options are exercised, the amount
previously recognised in share-based compensation reserve
will be transferred to share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share-
based compensation reserve will be transferred to retained
earnings.

TAXATION

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

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

64

FESFEE (8

PR <25 (&)

DREGEI RN T 2R S
TR TEE ZBERE (B

RREHAMCRE 2 BRENS -
EREBREZ N TERERNIERA
3 e

RTINS - BRI AR RS
AEROHSHEETERZCHESER
ERMEE - EEREREE A MK
O WS B 8w B BRI AR AT - 5
R AR D B SN ER B 2 R
BRZeHSEBRERLBA Rt
B8 -

BiIR

PRS- T 58 S48 AN R J2 FE N B TR R FE
TR AR

35 5 B N B0 TR T 0 4% AN JE R B AU AT
H o BERPUR N R AL F E A ER
PSR EHIR 2 WA FTIA B MR
ARIREAI I 2B B ANRA - i
A EERESERAFNEFINRE - A&
EAHIRAEAEIHERNFERRE
BHEMIXAMERIREFTE -



MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

TAXATION (CONTINUED)

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
an associate, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests
are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected
to reverse in the foreseeable future. The carrying amount of
deferred tax assets is reviewed at the end of the reporting
period and reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to allow all or
part of the asset to be recovered.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

TAXATION (CONTINUED)

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period. The measurement
of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which
the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and
liabilities. Deferred tax is recognised in profit or loss, except
when it relates to items that are recognised in other
comprehensive income or directly in equity, in which case,
the deferred tax is also recognised in other comprehensive
income or directly in equity respectively.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment including hotel property held
for use in the production or supply of goods or services, or
for administrative purposes, are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

Hotel property is interests in buildings and their integral fixed
plant which are collectively used in the operations of the hotel,
and are stated at cost less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any. The related repairs and maintenance
attributable to hotel property are charged to the consolidated
statement of comprehensive income in the period which they
are incurred. The costs of significant improvements are
capitalised.

Depreciation of the hotel property is calculated on the
straight-line basis to write off the cost of the hotel property
over the remaining lease terms.

Depreciation of other property, plant and equipment is
provided to write off the cost over their estimated useful lives
and after taking into account of their estimated residual value,
using the reducing balance method at a principal annual rate
of 20%.
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3. SIGNIFICANT ACCOUNTING 3. ETESETHE (@)

POLICIES (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT
(CONTINUED)

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

INVESTMENT PROPERTIES

Investment properties are properties held to earn rental and/
or for capital appreciation. On initial recognition, investment
properties are measured at cost including any directly
attributable expenditure. Subsequent to initial recognition,
investment properties are measured at fair value. Gains or
losses arising from changes in the fair value of investment
property are included in profit or loss in the period in which
they arise.

An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use and no future economic benefits are expected from its
disposals. Any gain or loss arising on derecognition of the
property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is
included in profit or loss in the year in which the property is
derecognised.

IMPAIRMENT OF TANGIBLE ASSETS OTHER
THAN GOODWILL

At the end of the reporting period, the Group reviews the
carrying amounts of its tangible assets to determine whether
there is any indication that those assets have suffered an
impairment loss.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

IMPAIRMENT OF TANGIBLE ASSETS OTHER
THAN GOODWILL (CONTINUED)

If the recoverable amount of an asset is estimated to be less
than its carrying amount, the carrying amount of the asset is
reduced to its recoverable amount. An impairment loss is
recognised as an expense immediately, unless the relevant
asset is carried at a revalued amount under another standard,
in which case the impairment loss is treated as a revaluation
decrease under that standard.

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 in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount
under another standard, in which case the reversal of the
impairment loss is treated as a revaluation increase under
that standard.

INVENTORIES

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the first-in, first-out method.

PROVISIONS

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event,
it is probable that the Group will be required to settle the
obligation, and a reliable estimate can be made of the amount
of the obligation.
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For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

PROVISIONS (CONTINUED)

The amount recognised as a provision is the best estimate
of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the
risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present
value of those cash flows (where the effect is material).

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when a group
entity becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and
financial liabilities (other than financial assets and financial
liabilities at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or financial
liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss are
recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into loans and
receivables. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.
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3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
FINANCIAL INSTRUMENTS (CONTINUED)
Financial assets (Continued)

Effective interest method

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

recognition.

Income is recognised on an effective interest basis for debt
instruments other than financial assets classified as at fair
value through profit or loss, of which interest income is

included in net gains or losses.

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Loans and receivables (including trade and
other receivables, time deposits and bank balances and cash)
are measured at amortised cost using the effective interest
method, less any impairment (see accounting policy in

respect of impairment loss on financial assets below).

Impairment of financial assets

Financial assets, other than those at fair value through profit
or loss, are assessed for indicators of impairment at the end
of the reporting period. Financial assets are impaired where
there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial
asset, the estimated future cash flows of the investment have

been affected.
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

FINANCIAL INSTRUMENTS (CONTINUED)
Financial assets (Continued)
Impairment of financial assets (Continued)

For all other financial assets, objective evidence of impairment
could include:

o significant financial difficulty of the issuer or
counterparty; or

o default or delinquency in interest or principal payments;
or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

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

For financial assets carried at amortised cost, the amount of
the impairment is the difference between the asset’s carrying
amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest
rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

71

BE_ZZNF+-_A=+—RFEGLETIIR)

3. FEEFBX (@)

TRIA (&
MBEE (&)
MBEEERE (&)

WRFE B AE - REZEH
e DRk

o BUTAKBEFHHREAMIK
R 3k

o  REEBNIEEEENBHAX

Tk

o EXRABAIREEBRNESLIF
E iR

HRETERZMEEE - PR
BHERN - E?EET\@E?’%T’E%WE
ZEES® ECE(% —BFRHERUE
AR X /WEZ%&E 25 AE
%$%l fﬂﬁlmaaﬁz o R IR
IRBUEIN - 2Bk R AR R AR
3R B R W AR SR 38 R BB B E RO B
BEIL -

SLABESERAS R 2 IS EEM S -
MESHEAEERMERGE KRR
EREBZRERUBEEZRER
MRIYrig) 2Bz Z8

BRASNRZ M HEECREBRES
BREEZREEEMRIUR L5
’éf?l«ﬁﬁﬁﬁi%ﬂ@ﬁﬁfﬁfﬁ%ﬂr%%fﬁ
enEREMCERFE - AERE
BiETE Eé&fé,ﬁﬂﬁaﬁ%é@ .



Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

3. SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

FINANCIAL INSTRUMENTS (CONTINUED)
Financial assets (Continued)

Impairment of financial assets (Continued)

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

account are recognised in profit or loss.

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

impairment not been recognised.

Financial liabilities and equity

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

an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. The Group’s financial liabilities are generally

classified into financial liabilities at amortised cost.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

FINANCIAL INSTRUMENTS (CONTINUED)
Financial liabilities and equity (Continued)
Effective interest method

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

Interest expense is recognised on an effective interest basis
other than financial liabilities classified as at fair value through
profit or loss, of which the interest expense is included in
net gains or losses.

Financial liabilities

Financial liabilities (including trade and other payables) are
subsequently measured at amortised cost using the effective
interest method.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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3.

SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

FINANCIAL INSTRUMENTS (CONTINUED)
Derecognition

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when a financial asset is transferred, the Group has
transferred substantially all the risks and rewards of
ownership of the asset to another entity. If the Group neither
transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset,
the Group recognises its retained interest in the asset and
an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises
a collateralised borrowing for the proceeds received.

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

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
they expire. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

CRITICAL ACCOUNTING
JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies, which
are described in note 3, management is required to make
judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and underlying
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

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

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.

INVESTMENT PROPERTIES

Investment properties are stated at fair value based on the
valuation performed by independent professional valuers. In
determining the fair value, the valuers have based on a
method of valuation which involves certain estimates. In
relying on the valuation report, the directors of the Company
have exercised their judgement and are satisfied that the
method of valuation is reflective of the current market
conditions and underlying assumptions adopted for
capitalisation of the income derived from the existing
tenancies with due provision for the reversionary income
potential of the property interests.

ESTIMATED IMPAIRMENT OF ASSETS

The Group assesses annually whether assets have any
indication of impairment, in accordance with the relevant
accounting policies. Where an indication of impairment is
noted, the recoverable amounts of assets will be estimated
based on value-in-use calculations or scrap value. These
calculations and valuations require the use of judgement and
estimates on future operating cash flows and discount rates
adopted and estimated market value of the scraps.
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4. CRITICAL ACCOUNTING 4, EEGSTHHERMEF K

JUDGEMENTS AND KEY SOURCES
OF ESTIMATION UNCERTAINTY
(CONTINUED)

ESTIMATED USEFUL LIVES OF PROPERTY,
PLANT AND EQUIPMENT

The Group’s management determines the estimated useful
lives and related depreciation charges for its property, plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar natures and functions. It could change
significantly as a result of technical innovations and
competitor actions in response to severe industry cycles.
Management will increase the depreciation charge where
useful lives are less than previously estimated lives, or it will
write off or write down technically obsolete or non-strategic
assets that have been abandoned or sold.

IMPAIRMENT LOSSES ON TRADE AND
OTHER RECEIVABLES

The policy for doubtful receivables of the Group is based on
the ongoing evaluation of the collectability and aging analysis
of the trade and other receivables and on the management’s
judgement. Considerable judgement is required in assessing
the ultimate realisation of these receivables, including
creditworthiness, the past collection history of each debtor
and the present value of estimated future cash flows
discounted at the effective interest rate. If the financial
conditions of the Group’s debtors were to deteriorate,
resulting in an impairment of their abilities to make payments,
additional impairment losses of trade and other receivables
may be required.
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

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

INCOME TAXES

The Group is subject to income taxes in Hong Kong and
other jurisdictions. Judgment is required in certain provision
for income taxes for which the ultimate tax determination is
uncertain during the ordinary course of business. The Group
recognises liabilities for potential tax exposures based on
estimates of whether additional taxes will be due. Where the
final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the current and deferred income tax provisions in
the period in which such determination is made.

Recognition of deferred tax assets, which principally relate
to tax losses, depends on management’s expectation of
future taxable profits that will be available against which tax
losses can be utilised. The outcome of their utilisation may
be different.
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REVENUE Y &=
2009 2008
—EEAF —EE)NF
Gross rental income from letting of H & WX S
investment properties LN L 1,367,820 1,391,946
Revenue from hotel operations B JE 2RI 16,408,894 15,275,134
17,776,714 16,667,080
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6.

SEGMENT INFORMATION

The Group has adopted HKFRS 8 Operating Segments with
effect from 1 January 2009. HKFRS 8 is a disclosure standard
that requires operating segments to be identified on the basis
of internal reports about components of the Group that are
regularly reviewed by the chief operating decision maker
(“CODM?”) for the purpose of allocating resources to
segments and to assessing their performance. In contrast,
the predecessor standard (HKAS 14 Segment Reporting)
required an entity to identify two sets of segments (business
and geographical) using a risks and returns approach. In the
past, the Group’s primary reporting format was business
segments. For the purposes of assessing performance and
allocating resources, the CODM reviews revenue and
operating results of businesses of property investment and
hotel operations. The application of HKFRS 8 has not resulted
in a redesignation of the Group’s reportable segments as
compared with the primary reportable segments determined
in accordance with HKAS 14 nor has the adoption of HKFRS
8 changed the basis of measure of segment profit or loss.

The Group’s operating and reportable segments under
HKFRS 8 are as follows:

the rental of investment
properties

Property investment -

Hotel operations —  the operation of hotel
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6. SEGMENT INFORMATION 6. DEER (&)

(CONTINUED)

SEGMENT REVENUES AND RESULTS

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

DHEWENEE

REBEIZ AT RN EE D
EOMmMT

D2 Wes B

Property invgstment Hotel operations Consolidated

i)ES Ga
2009 2008 2009 2008 2009 2008
ZEEhE ZEE)E “EE0E ZZZ)\E “EENE ZZE)E
REVENUE Wz
Revenue from external customers SV RE P Ui 1,367,820 1391946 | 16,408,894 15,275,134 17,716,114 16,667,080
RESULT 4|
Segment result before other Ret it/
gains/(losses): (BEIMIERE 1,045,150 1274574 3,546,202 5,705,046 4,591,352 6,979,620
Gain/(Loss) arising on RENE
change in fair value AT
of investment properties Wi/ (B8 7,993,544 (1,629,642) - - 7,993,544 (1,629,642)
Gain on disposal of HERENE
investment property Wi 1,411,049 111,208 - - 1,411,049 111,203
Impairment loss on property, % BRREE
plant and equipment AEEEER - - (3,034,190) - (3,034,190) -
Impairment loss on prepaid BREERE
lease payment R ERED - - (2,153,459) - (2,153,459) -
Segment result PEEE 10,449,743 3,756,135 (1,641,447) 5,705,046 8,808,296 9,461,181
Unallocated income *%%HM 296,336 935,467
Central administration costs RROBRE (5,239,763) (5,460,697)
Loss on disposal of associates  (HEBLNEEE - (1957,288)
Share of profit of an associate BB E A F] 2 &7 780,443 666,420
Profit before tax REEER 4,645,312 3,645,083
Income tax expense FEHRY (420,471) (29,448)
Proft for the year AEEET 4,004,841 3,615,635

Revenue reported above represents revenue generated from
external customers. There were no inter-segment sales in
the year (2008: nil).

Segment profit represents the profit earned by each segment
without allocation of bank interest income and other
unallocated income, central administration costs including
directors’ remuneration, loss on disposal of associates, share
of profit of an associate and income tax expense. This is the
measurement reported to the CODM for the purposes of
resource allocation and assessment of segment
performance.
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6. SEGMENT INFORMATION
(CONTINUED)

SEGMENT ASSETS AND LIABILITIES

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

Property investment

6. DEEH (&)

TREERER
AREBZA PR EBE D

BT :

Hotel operations

PZEENA

Consolidated

NERE S Ga
2009 2008 2009 2008 2009 2008
“EENE “EEN\E “EENE “EENE ZEENE “IT)IE
ASSETS 8E
Segment assets DL ﬁ E 61,695,182 49,140,726 74,284,117 84,741,072 135,979,299 133,881,798
Interest in an associate BenaEs 8,791,378 7,984,808
Unallocated corporate assets ~ AEHREEE 3,620 4679
Consolidated total assets GRBEE 144,774,306 141,871,285
LIABILITIES &
Segment liabilities PEERE (610,218) (686,092) (9,336,826) (10,996,335) (9,947,044) (11,681,427)
Unallocated corporate liabiities ~ A& ATEME (8,252,665) (7,836,194)
Consolidated total liahiies Lhlak (18,199,709)  (19,517,621)
Other segment information ~ E#12E&H
Capital additions BAEN 20,000 9,246,667 912,628 58,769 932,628 9,306,436
Depreciation of property, ERETE
plant and equipment hE 22,476 66,469 3,303,344 3,927,240 3,325,820 3,993,709
Amortisation of BRETE
prepaid lease payment g - - 2,009,302 2,009,302 2,009,302 2,009,302
(Gain)/Loss arising on REnz
change in fair value N¥E
of investment properties (z) /Bl (7,093,544) 1,629,642 - - (7,093,544) 1,629,642
Gain on disposal of HERENZ
investment property e (1,411,049) (4,111,209) - - (1,411,049) (4,111,209)
Impairment loss on e
prepaid lease payment HEE T,\ - - 2,153,459 - 2,153,459 -
Loss on disposal and ﬁ%&%’i%ﬁ%% :
write-off of property, plant BERREZ
and equipment EERER 30,236 2,756 279,608 1814 309,844 4,570
Impairment loss on EUES
irade receivables REBRED - - 12 345,002 12 345,002
Impairment loss on EERES
other receivables REBERD - - 68,788 9,170 68,788 9,170
Impairment loss on property, ES @%&E&‘ﬁz
plant and equipment HEERET - - 3,034,190 - 3,034,190 -
Reversal of impairment losson ~~ EEWES Z
other receivables AEERAE - - - (4,505,182) - (4,505,182)
Waiver of other payable AtRARN B - - (2,152,804) - (2,152,804) -
Write-down of inventories GFERE - - - 25,807 - 25,807
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SEGMENT INFORMATION
(CONTINUED)

SEGMENT ASSETS AND LIABILITIES
(CONTINUED)

For the purposes of monitoring segment performance
and allocating resources between segments:

All assets are allocated to reportable segments other than
certain bank balance and interest in an associate.

All liabilities are allocated to reportable segments other than
certain balance of current liabilities and deferred tax liabilities.

GEOGRAPHICAL SEGMENTS

The Group operates in two principal geographical areas —
the People’s Republic of China (excluding Hong Kong) (the
“PRC”) and Hong Kong.

The Group’s revenue from external customers and
information about its non-current assets by geographical
location are detailed below:

Revenue from
external customers

6.

2RER ()

THEERERE @)

REESERRRIEEZER
& :

L A B 2 R 1T A B B
o FAREMESRET S HS
7 -

BT S B R
o FERRHEHRET F 0
7 -

ih & &

AEEY MEALBELEAREEEH
BEE—HE (FE%N) ((HE]) &
%’ °

AEBREINDES 2 W RABIR

wEES ZERDEEERFEN
T

Non-current assets

REHNBEF z2 W FRBEE
—E2TNFE —TT)/\F =BREAF —TT)\F
2009 2008 2009 2008
PRC + 16,408,894 15275134 80,646,412 89,698,420
Hong Kong BB 1,367,820 1,391,946 = 25,621,337 19,004,049
17,776,714 16,667,080 106,267,749 108,702,469

No external customers of the Group contributed over 10%
of the Group’s revenue for the year ended 31 December 2009
and 2008.
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7. OTHER INCOME

HA WA

2009 2008
—EEhEF —ZET)N\F
Income from granting 1A BA LB R
the management right BTEERE
of the Group’s hotel FTEE 2 WA
(notes (i), (i), (iii) and (iv)) (B1a0), (i), (i) % (iv)) 3,097,965 3,942,627
Bank interest income HRITHLEUA 244,784 416,453
Waiver of other payable HmEMERER e 2,152,804 -
Others HAh 80,247 42 670
5,575,800 4,401,750

Notes:

(i)

(i

(i)

(iv)

On 30 June 2004, Yan Hei Limited (“Yan Hei”), a wholly owned
subsidiary of the Company, entered into a management
contract with an independent third party, 1@#2F5 ¢ £ @ AR
‘A A (Fujian Sunshine Group Limited) (“Sunshine Group”) in
relation to the appointment of Sunshine Group to manage
the daily operation of Xiamen South East Asia Hotel (the
“Hotel”), a hotel owned by Xiamen South East Asia Company
Limited (“Xiamen Plaza”), a wholly-owned subsidiary of Yan
Hei, for a period of ten years.

On 4 March 2008, Yan Hei and Xiamen Plaza entered into an
agreement with Sunshine Group and EFS B EEEE
[R 7~ &) (Xiamen Friendship International Co., Ltd) (“Friendship
International”). Pursuant to the agreement, Sunshine Group
agreed to transfer the management right of the Hotel to
Friendship International.

On 4 March 2008, Xiamen Plaza entered into a management
contract (“Management Contract”) with Friendship
International in relation to the appointment of Friendship
International to manage the daily operation of the Hotel for a
period of five years. Friendship International paid RMB5 million
as security deposit to Xiamen Plaza, which is refundable upon
expiry of the Management Contract.

The Hotel remains the property of the Group at all time under
the Management Contract and there will not be a transfer of
ownership of the Hotel at or after the completion of the
Management Contract. Xiamen Plaza is entitled to receive
income from Friendship International which is calculated in
accordance with the terms of the Management Contract.
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OTHER GAINS AND LOSSES 8. HittWwz=REE
2009 2008
—EZAF —EENF

Gain/(Loss) arising on change BEMEQNFEWE (EE)

in fair value of

investment properties 7,993,544 (1,629,642)
Impairment loss recognised on W BEREZBEZ

property, plant and equipment BB R EER (3,034,190) -
Impairment loss recognised on FERHERE 2 BEBERR

prepaid lease payment (2,153,459) -
Impairment loss recognised on FEUIR 2 BB BT 1B R

trade receivables (12) (845,002)
Impairment loss recognised on H W IR R 2 R E BB RER

other receivables (68,788) (9,170)
Impairment loss reversed on A JE U R R 2 R B RS R B Bl

other receivables - 4,505,182
Loss on disposal of associates HERE A AEE - (1,957,288)
Loss on disposal and write-off of  H&E RMisE W E - BE REZE

property, plant and equipment 2 EEER (309,844) —
Net foreign exchange gains TFHINE Y 2 47,548 517,815
Gain on disposal of HEREMERE

investment property 1,411,049 4,111,203

3,885,848 5,193,098
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9.

INCOME TAX EXPENSE 9. MIEHAEX
2009 2008
—EZAF —EENF
Deferred tax (note 24) BRI (F7724)
Current year RFEE (362,148) (836,857)
Attributable to a change in tax rate  FE/E F = Bt 782,619 866,305
420,471 29,448

On 26 June 2008, the Hong Kong Legislative Council passed
the Revenue Bill 2008 and reduced corporate profit tax rate
from 17.5% to 16.5% which was effective from the year of
assessment 2008/2009. Hong Kong Profits Tax is calculated
at 16.5% (2008: 16.5%) of the estimated assessable profit
for the year.

No provision for Hong Kong Profits Tax has been made in
the consolidated financial statements as the Company had
agreed tax losses brought forward to set off against the
assessable profits and its Hong Kong subsidiaries did not
have any assessable profits for the year (2008: Nil).

The provision for PRC Enterprise Income Tax is calculated
at 20% (2008: 18%) on the assessable profit of the Group’s
PRC subsidiary as determined in accordance with the
relevant income tax rules and regulations in the PRC. No
provision for PRC Enterprise Income Tax has been made in
the consolidated financial statements as the Group’s PRC
subsidiary has sufficient tax losses brought forward to offset
against the assessable profit for the year (2008: Nil).

Under the Law of the People’s Republic of China on
Enterprise Income Tax (the “EIT Law”) and Implementation
Regulation of the EIT Law, the Enterprise Income Tax Rate
of the Group’s PRC subsidiary was increased from 15% to
25% progressively from 1 January 2008 onwards. The
deferred tax balance has been adjusted to reflect the tax
rates that are expected to apply to the respective periods
when the asset is realised or the liability is settled.
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INCOME TAX EXPENSE 9.
(CONTINUED)

The tax charge/(credit) for the year can be reconciled to the
profit before tax per the consolidated statement of
comprehensive income as follows:

FrEsiRx (&)

RAFENHIAXH, (HR) figa
EHEWERPIEGEFE IR ¢

2009 —EEAF
Hong Kong % PRC % Total %
R Bfttt i Efflt an Bfttt
Profit/(loss) before tax RHAER/ (BB) 5,355,682 (710,370) 4,645,312
Tax at applicable tax rates RERREHERR 883,688 16.50 (142,074) 20.00 741,614 15.96
Tax effect of expenses not FAHE H
deductible for tax purpose LBy E 155,801 2.91 469,800 (66.13) 625,601 1347
Tax effect of income not BERNE H
taxable for tax purpose b5 (182,739) (341) (1,055,113 14853 (1,237,852 (26.64)
Effect on opening deferred tax ~ BRH ZEIEH
resulting from an increase EYEEHEEE
in applicable tax rate LEE - - 782,619 (110.17) 782,619 16.85
Tax effect of tax loss RERBBERZ
not recognised REye 456,299 8.52 - - 456,299 9.82
Utiisation of tax losses BELAALER
previously not recognised JHEEE - - (947,810) 133.42 (947,810) (20.40)
Tax charge/(credit) at effective ERHHEE/ (#%)
tax rate for the year REBHZ 1,313,049 24,52 (892,578) 125.65 420,471 9.06
2008 ZEENF
Hong Kong % PRC % Total %
5k EL i Bl ok EL
Profit before tax B AR 2,835,754 809,329 3,645,083
Tax at applicable tax rates RERREHERR 467,900 16.50 145,679 8.00 613,579 16.83
Tax effect of expenses not A WEH
deductible for tax purpose BT E 800,137 31.39 255,786 31,61 1,145,923 3144
Tax effect of income not BERNE H
taxable for tax purpose LiBye (1,330,567) (46.92) (150) 002 (1,330,717) (36.51)
Effect on opening deferred tax ~ BRHEENEH
resulting from an increase EMELREAE
in applicable tax rate e - - 866,305 107.04 866,305 2377
Utlisation of tax losses HALHALED
previously not recognised LHEEE (19,675) (0.69) (787,797) (97.34) (807,472) (22.15)
Others £ (7,795) (0.28) (450,375 (55.65) (458,170) (12.57)
Tax charge at effective ERBBRL
tax rate for the year REBH % - - 29,448 3.64 29,448 0.81
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10. PROFIT FOR THE YEAR 10. XFEE &R F
2009 2008
—EENF —EENF

Profit for the year has been REEBMNSMER GEA) -
arrived at after
charging/(crediting):

Gross rental income from REWERS WAL
investment properties (1,367,820) (1,391,946)
Less: Direct operating expenses ~ Jil @ NERIREME
from investment properties IWER 2 # & WA
that generated rental income mELEE
during the year AW 122,958 117,372
(1,244,862) (1,274,574)
Employee benefits expense BEIRMIL (RREEZMS)
(including directors’ remuneration):
Salaries and other benefits HeMEMmER 6,571,749 5,760,526
Contributions to retirement RRETEIHE R
benefit schemes 395,132 340,337
6,966,881 6,100,863
Depreciation of hotel property BRI EZ T E 2,638,848 2,643,172
Depreciation of other property, HEaZE -  BMEAKEZITE
plant and equipment 686,972 1,350,537
3,325,820 3,993,709
Amortisation of TET & IR
prepaid lease payment 2,009,302 2,009,302
Total depreciation and amortisation #2 7 & 1 4 5,335,122 6,003,011
Auditors’ remuneration ZERD BN & 460,000 495,000
Cost of inventories recognised HFEKRAERA
as other operating expenses Efga &R 1,742,667 831,663
Loss on disposal of associates HEBE N NREE - 1,957,288
Share of tax of an associate FEAG S & R R BIE
(included in share of (BIEEEREBEAREFA)
profit of an associate) 270,415 201,872
Write-down of inventories GFERE - 25,807
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11. DIRECTORS’ EMOLUMENTS 11. EEE &
The emoluments paid or payable to each of the eight (2008: HINEMNARBRSMN (ZEZEN\F : 8
eight) directors were as follows: ) EEMSEEWT -
Contributions
Salaries to retirement
and other benefit
Name of directors Fees benefits schemes Total
HER
EEME we HtEFR BIRFTEIHRK B
2009 —EEhE
Executive directors HITEE
Wang Xiaowu AR - 650,000 - 650,000
Wang Ruilian FEHR - 538,000 - 538,000
Liu Xiaoting 21/N5T - 470,000 - 470,000
Non-executive directors  ##HTEE
Feng Qiang 58 - - - -
Ye Tao 5 - - - -
Independent By
non-executive directors  FHITEE
Lam Kwong Siu RE K 100,000 - - 100,000
Cheung Wah Fung, REE
Christopher 100,000 - - 100,000
Leung Hok Lim RER 100,000 - - 100,000
Total emoluments A& 300,000 1,658,000 - 1,958,000
2008 AN
Executive directors HITEF
Wang Xiaowu SENE, - 639,000 - 639,000
Wang Ruilian TR - 509,000 - 509,000
Liu Xiaoting 25T - 445,000 - 445,000
Non-executive directors — F#HiTEF
Feng Qiang 558 - - - -
Ye Tao ZE - - - -
Independent EAva
non-executive directors ~ FEHTEE
Lam Kwong Siu WMEK 100,000 - - 100,000
Cheung Wah Fung, RELE
Christopher 100,000 - - 100,000
Leung Hok Lim 2R 100,000 - - 100,000
Total emoluments @ e 300,000 1,593,000 - 1,893,000

There were no arrangements under which the directors of
the Company have waived or agreed to waive any

remuneration.
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12. EMPLOYEES’ EMOLUMENTS

Of the five individuals with the highest emoluments in the
Group, three (2008: three) were directors of the Company
whose emoluments are included in the disclosure in note 11
above. The emoluments of the remaining two (2008: two)
individuals were as follows:

12. EEME

EhtsesFEER =% (ZFT
NE:=R)REF - REZH2E
FRAMFIIZEEMERN - HErmA
(ZZEZNF : MB) AL z#F B
T

2009 2008

—EZhF —ET)N\F

Salaries and other benefits e hEAMER 601,950 557,112
Contributions to RRET B

retirement benefit schemes 21,875 21,255

623,825 578,367

Their emoluments were all within HK$1,000,000.

During the year ended 31 December 2009, no emoluments
were paid by the Group to the five highest paid individuals,
including the directors of the Company, as an inducement
to join or upon joining the Group or as compensation for
loss of office (2008: Nil).
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13. EARNINGS PER SHARE

14

The calculation of the basic and diluted earnings per share
attributable to owners of the Company is based on the
following data:

13. BlREF

BREANEFRNTIRIFEATAR
GIESE=PA =Dl ¢ S

2009 2008
—EZThRF —EENF
Earnings &R
Earnings for the purpose of B EAGRERZT
basic earnings per share (RFEARRA
(profit for the year attributable to  #A& A JE(E % F)
owners of the Company) 4,224,841 3,615,635
Effect of dilutive potential BREEE S ZE
ordinary shares = —
Earnings for the purpose of B ETRBELF
diluted earnings per share 4,224,841 3,615,635
Number of shares BREZH
Weighted average number of TR N T8
ordinary shares for the purpose of 5+ & &% & 7|
basic earnings per share 532,780,000 532,780,000
Effect of dilutive potential RABBETZ ﬁ%W%E
ordinary shares: 3w AR Al BE
Share options issued -4
by the Company 974,871 970,317
Weighted average number of LR METFEEE
ordinary shares for the purpose of & % 22 7 #5%
diluted earnings per share 533,754,871 533,750,317

PROFIT ATTRIBUTABLE TO OWNERS
OF THE COMPANY

The profit attributable to owners of the Company is dealt
with in the financial statements of the Company to the extent
of HK$9,892,365 (2008: HK$6,821,140).
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15. PROPERTY, PLANT AND EQUIPMENT 15. 1% - BE KX E

Group wE
Plant,
machinery
Hotel Furniture Leasehold and
property and fixtures improvements equipment Total
BE - e
EENE GRREE NEEE e ag
COST BEA
At 1 January 2008 RZEZNE-F-H 93,000,000 6,337,499 12,694,086 4223203 116254788
Additions RE - 58,769 - 25,180 83,049
Disposal and write-off HE R - (3,202,410) (7,146,467) (55,658 (10,404,535)
Exchange adjustments EXZS - 344,651 675,796 242,024 1,262,471
At 31 December 2008 RZEENF+-A=T-H 93,000,000 3,538,509 6,223,415 4434749 107,196,673
Additions RE - 20,000 - 912,628 932,628
Disposal and write-off HE R (608,538 (39,709) - (203,927) (852,174)
Exchange adjustments ExER - 11,169 19,427 13,362 43,958
At 31 December 2009 RZEENF+-A=T-H 92,391,462 3,529,969 6,242,842 5,156,812 107,321,085
DEPRECIATION AND FERAE
IMPAIRMENT
At 1 January 2008 R-EEN\E-f-H 45,643,172 6,296,751 8,824,606 3,085,706 64,750,235
Provided for the year TEENE 2,643,172 29,020 1,258,810 62,707 3,993,709
Eliminated on disposal I B 4R 8
and write-off - (3,200,596) (7,146,467) (52,9020 (10,399,965)
Exchange adjustments EREE - 341,930 460,175 233,626 1,035,731
At 31 December 2008 RZEEN\F+-A=1-H 48,286,344 3,467,105 3,397,124 4,209,137 59,379,710
Provided for the year TEENE 2,638,848 27,931 566,494 92,547 3,325,820
Imparment loss recognised ~ #T& LR E 2 2,814,269 3,168 152,716 64,037 3,034,190
Eliminated on disposal I B 4R 8
and write-off (328,930) (39,709) - (173,691) (542,330)
Exchange adjustments EEEE - 10,968 1213 13,080 35,261
At 31 December 2009 RZEENF+-A=1-H 53,410,531 3,469,463 4127 547 4,225,110 65,232,651
CARRYING AMOUNTS RER
At 31 December 2009 RZZEEAF+ZA=1-H 38,980,931 60,506 2,115,295 931,702 42,088,434
At 31 December 2008 R-EEN\E+=-A=1-H 44713656 71,404 2,826,291 205,612 47,816,963
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15. ¥ - BMENRE (@)

(CONTINUED)
Company KAT
Furniture Leasehold Office
and fixtures improvements equipment Total
BRREE L ES LS WARRE o
COST BRA
At 1 January 2008 RZZEENF—F—H 9,180 105,956 173,906 289,042
Additions NE - - 25,180 25,180
Disposal and write-off & R sH - - (8,050) (8,050)
At 31 December 2008 R-ZEENF
+=-A=+—8 9,180 105,956 191,036 306,172
Additions NE 20,000 - - 20,000
Disposal and write-off & R 8H - - (88,410) (88,410)
At 31 December 2009 RZZEZThEF
+-A=+—H 29,180 105,956 102,626 237,762
DEPRECIATION AND WERREE
IMPAIRMENT
At 1 January 2008 RZZEENF—F—H 8,733 57,393 84,822 150,948
Provided for the year KEEFE 89 48,563 17,817 66,469
Eliminated on disposal o B S 5H R B BE
and write-off - - (5,294) (5,294)
At 31 December 2008 R-ZEENF
+=-A=+—8 8,822 105,956 97,345 212,123
Provided for the year KEEFE 3,738 - 18,738 22,476
Eliminated on disposal o B T S T
and write-off - - (58,174) (68,174)
At 31 December 2009 R-ZEZTNF
+-F=+—8 12,560 105,956 57,909 176,425
CARRYING AMOUNTS ERTEE
At 31 December 2009 R-ZZBENE
+=ZA=+-8H 16,620 - 44,717 61,337
At 31 December 2008 RZEENF
+-A=+—H 358 - 93,691 94,049

The hotel property is situated in the PRC and held under

medium-term lease.
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15. PROPERTY, PLANT AND EQUIPMENT

(CONTINUED)

At the end of the reporting period, the Group carried out a
review of the recoverable amount of the assets including
property, plant and equipment and leasehold land used in
the Group's hotel segment. In performing impairment testing,
the directors of the Company reviewed the carrying amounts
of these assets by reference to a valuation performed by
Norton Appraisals Limited, an independent qualified
professional valuer not connected with the Group. Norton
Appraisals Limited is a member of Hong Kong Institute of
Surveyors. The recoverable amount of this cash-generating
unit ("CGU") is determined based on a value in use calculation
which uses cash flow projections based on financial budgets
approved by management covering a 5-year period and a
discount rate of 11.4% per annum. The key assumptions for
the value in use calculation are those regarding the discount
rate, growth in revenue, direct and other operating costs
during the period. The management estimates discount rate
that reflects current market assessments of the time value
of money and the risks specific to the CGU. In the opinion of
the directors, the recoverable amount of the property, plant
and equipment is considered to be less than its carrying
amount as at 31 December 2009, and due to strong
competition with other hotels established near the Hotel in
Xiamen, an impairment loss of HK$3,034,190 (2008: Nil) in
respect of the Group's property, plant and equipment has
been recognised in the consolidated statement of
comprehensive income.

92

15. ¥1% - BMERRE (&)

RBERER  NEBHEEEITA
el BB BEREREBIEESZ
ME - BEKEEREMSLHEER
o BETRENRR ARRES
NEMEEZFEERD2ELHEH
BT EBRARZHE o LR ET
AR A B BB B ETEMMES
AEMEeeE RERNEERLEH
BB BEZRESEEEM
(FReELSBM]) RREBEERER
HEZAFRGHEEAER RS
TRTEB K FF 4% IR 2 o] FAE
EFfE - TABEMNEEBRRAHR
PIRE  WARE EERHETES
AR - EREMFT 2T EE RIRE
BMHETHeBNRREENRS
EEBUETRR - EFERE B
RUE  BEREBER_ZEZNEFET
“A=Zt+—RAZzAkE B REE
&g REEPIRE 2 EMEEFE
MAEF  AbRRA2mkaER b
1#323,034,19008 T E W% - BE
LEBEZREEBE(ZZEENF
) o



RAEZRARLA

—EENFFR

NOTES TO THE CONSOLIDATED

16. PREPAID LEASE PAYMENT

Group

FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)
HE-_ZTZNFT_A=+—HFE CABTIT)

16. A HEFIE

&M

COST
At 1 January 2008, 31 December 2008
and 31 December 2009

Eﬁﬁzli

:23)\@‘?’*% :-1— H &

—EENF+_A=+—H 86,000,000

AMORTISATION AND IMPAIRMENT ﬁ&‘ﬁ&ﬁﬁ

At 1 January 2008 —EZ N \F—H—H 50,000,000

Amortisation for the year KE&Z%&% 2,009,302

At 31 December 2008 RZEBEZN\F+=—A=+—~H 52,009,302

Amortisation for the year REZ 78 2,009,302

Impairment loss recognised EEEER 2,153,459

At 31 December 2009 RZBEZNF+-_A=+—~1 56,172,063

CARRYING AMOUNT FREE

At 31 December 2009 R-ZEEAF+=A=+—H 29,827,937

At 31 December 2008 RZBEZN\F+=—A=+—~H 33,990,698

Notes: FIEE -

i) Pursuant to the terms of the joint venture agreement signed () WREBEEMEERAZEQT(THEER])
between the Xiamen Railway Department Company Limited BARNFWEBA 717 BEE-EA
(“Railway Department”) and Yan Hei, both parties have agreed e EHREBKIEE
to establish a Sino-foreign co-operative joint venture H R I BEMREIANREES
enterprise known as Xiamen Plaza, an indirect wholly-owned AR (BB - KRR ZEESR

AWEAR BEY

BREREF

subsidiary of the Company to operate and manage the Hotel.
The land use rights of the Hotel have been granted to the
joint venture partner and Xiamen Plaza is vested with the land
use rights of the Hotel throughout the operation period of
Xiamen Plaza.

The Group’s prepaid lease payment is a leasehold land
situated in the PRC and held under medium-term lease.
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16. PREPAID LEASE PAYMENT
(CONTINUED)

Notes: (Continued)

(i)

At the end of the reporting period, the Group carried out a
review of the recoverable amount of its leasehold land. The
leasehold land is used in the Group's hotel segment. In
performing impairment testing, the directors of the Company
reviewed the carrying amount of the leasehold land by
reference to a valuation performed by Norton Appraisals
Limited, an independent qualified professional valuer not
connected to the Group. Norton Appraisals Limited is a
member of Hong Kong Institute of Surveyors. The recoverable
amount of this CGU is determined based on a value in use
calculation which uses cash flow projections based on
financial budgets approved by management covering a 5-
year period and a discount rate of 11.4% per annum. The
key assumptions for the value in use calculation are those
regarding the discount rate, growth in revenue, direct and
other operating costs during the period. The management
estimates discount rate that reflects current market
assessments of the time value of money and the risks specific
to the CGU. In the opinion of the directors, the recoverable
amount of prepaid lease payment is considered to be less
than its carrying amount as at 31 December 2009, and due
to strong competition with other hotels established near the
Hotel in Xiamen, an impairment loss of HK$2,153,459 (2008:
Nil) has been recognised in the consolidated statement of
comprehensive income.

17. INVESTMENT PROPERTIES

16. RN HEERKE (8)

(=)

(ii)

RS EER  NEEEBAEBRIE
¥¥ AN T SFUEETIK
EEE2EH - E#TRENR
B ARRIEENEMEEMN L
ERE7ERERC2ELHERE
FHEBRARZEE o TR
HERAT ABIIHEIEMMNE
BHEMEeg g REREELRE
i o ZAWEEEZRSELE
UERELEREBMEZRFER
MIEEE AER RS RBALE
FI14% P IRE 2 A AEENE -
ATHEENEZEBRRAHAIE
K PAEE  BERETEEK
Ko EREMFTZNEED REIE
BB E s BNRMEERE
CEABUZETRR - EER
A BRENTHASRENR T
ERE+-_A=+—BzAKEE
B RAESRYD - REEPTY
HiBEEFAEBIGE BN
AamikaaR Ei#R2,153,45978 7T
BRTEMN T A ERE 2 REEBIE
ZETNGF  E) o

17. REYE

Group and Company RKEBRAD T
2009 2008
—EEAE —EENF
FAIR VALUE NSRE]
Balance at beginning of year FHEER 18,910,000 16,600,000
Additions # 0 - 9,221,487
Disposal k= (1,343,544) (5,281,845)
Net increase/(decrease) in fair value % 2 FEIE A1, O 4>) 7,993,544 (1,629,642)
Balance at end of year FEES 25,560,000 18,910,000
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INVESTMENT PROPERTIES
(CONTINUED)

The fair value of the Group’s investment properties at 31
December 2009 and 2008 have been arrived at on the basis
of a valuation carried out at that date by Norton Appraisals
Limited, an independent qualified professional valuer not
connected to the Group. Norton Appraisals Limited is a
member of the Hong Kong Institute of Surveyors, and has
appropriate qualifications and recent experience in the
valuation of similar properties in the relevant locations. The
valuation, which conforms to The HKIS Valuation Standards,
was arrived on the open market value basis.

All of the Group’s property interests held under operating
leases to earn rentals are measured using the fair value model
and are classified and accounted for as investment
properties.

BE_ZZNF+-_A=+—RFEGLETIIR)

17. REY = (&)

El?y. u:HEﬁleI( TETR/H;EAfv
fﬂﬁﬂ— R=+—RAR-_ZZTNF
ToA=THREMELFEE
T1EE - EHEBRTEERLFSE
VEERMEEMEEIEMEESE
NMEAEERGMEE  WHRFEEEA
1% K &3 IR A sHE AR R B 2 [RIAEY)
R - hETVESTERBIEA
SemRmNMELERER > RN
FMEREEEITMHE -

BRELLHEERHBEURDES 2 A%
BB EERRA A FEEAG
B W BRARIMEREYE -

The carrying amount of investment properties shown above L EYEZRABERE
comprises:
2009 2008
—EZhEF 2T NF
Land in Hong Kong: URES
Long-term lease RHEAFE 4 4,200,000 4,030,000
Medium-term lease FRERFE 4V 21,360,000 14,880,000
25,560,000 18,910,000
INTERESTS IN SUBSIDIARIES 18. Y B A~ Al fE ==
Company
AAFE
2009 2008
=33 | I 3 2T NF
Unlisted shares, at cost JE LMD - A 588,543 588,543
Less: Accumulated impairment B BEDRE (2,365) (2,365)
586,178 586,178
Loans to subsidiaries BTYMBRARIZER 119,728,938 126,839,110
Less: Accumulated impairment B BENRE (114,005,809) (119,691,065)
5,723,129 7,148,045
6,309,307 7,734,223

The amounts due from subsidiaries are unsecured, interest-
free and have no fixed terms of repayment.
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18. INTERESTS IN SUBSIDIARIES 18. B A R = ()
(CONTINUED)
As at 31 December 2009 and 2008, the Company had ARABIR=_ZEEZNF+_A=+—H
interests in the following subsidiaries: rZZEENF+_A=-+—HFRFAE

ZEIBEMBARERFENT

Place of Proportion of

establishment/ nominal value Nominal value

incorporation of issued share capital/ of issued

and principal registered capital share capital/

place of held by the Company registered Principal
Name of subsidiaries operations 2009 2008 capital activities

B AREEEERITRAE

BRIREE AMEAEEZES L BRITRAK
MEARERE Sk —BERE ZEET)N\F HMEREE TEXEH

% %

Direct subsidiaries:

EEMEB AR

Ming Chuen Construction Hong Kong 100 100 Ordinary Investment
Company, Limited HK$100,000 holding

RIIZERRA BB el REER

100,000/ 7T

Yan Hei Limited Hong Kong 100 100 Ordinary Investment

(“Yan Hei") HK$10,000 and holding
Deferred (note i)
HK$10,000

CEERLA] e EiBAR10,00078 7T & REZER
BRI (B aE()
10,000/ 7T

Indirect subsidiary:

BEMB AR :

Xiamen South East Asia PRC 100 100 Registered Hotel
Hotel Company, Limited capital operations
(“Xiamen Plaza”) US$5,000,000
(notes ii & i)

EFMREEXNEEERAR HE HMEAR B IE R
(TRED) (Bt Kiii) 5,000,000 % 7T
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18. INTERESTS IN SUBSIDIARIES
(CONTINUED)

Notes:

(i)

(i

(i)

The deferred shares carry no rights to dividends and no rights
to receive notice of or to attend or vote at any general meeting
of the company. In the winding-up of the company, holders
of the deferred shares are entitled to receive half of the
amounts paid-up or credited as paid-up on shares after the
holders of the ordinary shares of the company have received
a total return of HK$10,000,000 per share.

Xiamen Plaza was established as a Sino-foreign co-operative
joint venture company under the laws of the PRC and is
currently wholly owned by Yan Hei.

40% of the Group’s interests in Xiamen Plaza were pledged
for a loan granted to the subsidiary. The charge had been
released upon the fully repayment of loan during the year
ended 31 December 2008.
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19. INTEREST IN AN ASSOCIATE 10. i N B R
Group Company
REH PN
2009 2008 2009 2008

—EEAE ~TT)\F | —BEAE ~TI)\F

Cost of investment in an B QA A3 & K

associate, unlisted Ao JEET 5,877,362 5,877,362 - -
Share of post-acquisition &1 Uk 88 1% % )
results 2,914,016 2,107,446 - -

8,791,378 7,984,808 - -

As at 31 December 2009 and 2008, the Group had interest R-BENF+_A=+—HEZ=-Z
in the following associate: ENFFT A=+ —BAEEZHE
NEFFBEIT :

Place of Proportion of

establishment nominal value of Nominal

and principal registered capital value of

place of held by the Group registered Principal
Name of associate operation 2009 2008 capital activities

FEBEWS

BAIREE AMEAEEZBSL =

BENTRER 4k —EZhE _—TT)N\F EXREE TEXEH
% %

Fuzhou Harmony PRC 25 25 Registered Design,
Piano Co., Ltd. capital manufacturing
(“Harmony Piano”) US$2,000,000  and distribution

of piano and
related products

BMNMBRHEFRAR i A E R Ret - BlE

2,000,000 £ 7T Tk EES
KB E @
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19. INTEREST IN AN ASSOCIATE

BE_ZZNF+-_A=+—RFEGLETIIR)

19. & N AR (8)

(CONTINUED)

Notes: B 5T -

(i) On 31 March 2008, the Company entered into an agreement (i) RZZBEZENF=ZA=+—08 " &R
with a third party to dispose of its entire equity interests in AEE=FEXBREEFBIRER
Ealing Court Limited. Accordingly, the results of Ealing Court BERATz2EER - B - BE
Limited were equity accounted for up to 31 March 2008 and ZEENF=ZR=t+—HILZEE
aloss on disposal of interest in an associate of HK$1,094,991 &Hﬂ’gﬁﬁﬁ’ﬁé’& A Z 581,094,991
was charged to the consolidated statement of comprehensive TEREGEZENERTAR -
income.

(i) On 3 July 2008, the Company entered into an agreement iy RZZEZENFLA=RH'AE&R
with a third party to dispose of its entire equity interests in BE=TTEK T B Edﬁﬁﬁﬁfﬁ”%
Sherrin Property Investment Limited. Accordingly, the results EBRA Gz 20 o Bt %Z
of Sherrin Property Investment Limited were equity accounted EET)\FLAZHILEZEER
for up to 3 July 2008 and a loss on disposal of interest in an S & A B 2 E518862,2978 7T
associate of HK$862,297 was charged to the consolidated ERGEEZERERPAR -
statement of comprehensive income.

The summarised financial information in respect of the NEEFFE N T 2 B &E R an

Group’s associate is set out below: T

2009 2008
—EEhF ZEENF

Total assets BEE 75,305,798 72,626,550

Total liabilities waE (40,140,286) (40,687,319)

Revenue g & 53,281,807 53,323,672

Profit for the year R Z i A 3,121,772 2,295,912
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20. INVENTORIES 20. FE
Group
AEHE
2009 2008
—EZThREF —ETNF
Raw materials and consumables  E# ¥ & 51EE S 100,813 105,517

21. TRADE AND OTHER RECEIVABLES

21. E 5 K HAb B W R K

Group Company
KEH KA F
2009 2008 2009 2008
—ETAF —TT)N\F  ZEBEEAF —ZTZTN\F
Trade receivables B E SRR 994,419 2,226,667 - -
Less: Allowance
for doubtful debts & : RER B (92,595) (1,025,453) - -
901,824 1,201,214 = -
Other receivables, utility — E b U FKIE -
deposits and NAREZES
prepayments N IFEFRIR 13,533,766 13,718,451 1,438,788 1,453,262
Less: Allowance
for doubtful debts B R (11,861,926) (11,755,738) - -
1,671,840 1,962,713 1,438,788 1,453,262
Total trade and B NEAM
other receivables FEULBR TR AR KE 2,573,664 3,163,927 1,438,788 1,453,262
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21. TRADE AND OTHER RECEIVABLES

(CONTINUED)

An aged analysis of trade receivables net of allowance
for doubtful debts at the end of the reporting period,

BE_ZZNF+-_A=+—RFEGLETIIR)

21. B 5 K HAtb B IR X
(&)

BRRA  REEBRREHFACHR
RERRE 2 BN E B IR Z R D T

based on the invoice date, is as follows: mr
Group Company
rE KA T
2009 2008 2009 2008
—ETAF —TT)N\F ZEBEEAF —ZTZTN\F
Current to six months BREAZ= /X {E A 901,824 1,198,478 - -
Over six months 7~ME A LA
and within one year M—FR - 2,736 - -
901,824 1,201,214 = _

The average credit period on rendering services is 45 days.

An aged analysis of trade receivables that are not

EEHTHN+REA -

RET ABE 2 W E 5 IR Z BRIk 2

considered to be impaired is as follows: i N
Group Company
rEE PN
2009 2008 2009 2008
—ETAGF —ZTT)N\F  ZEBEEAF —ZTTNF
Neither past due E L& YA
nor impaired 893,055 1,046,812 - -
Past due but not impaired & Hi18 £ 5 (&
Current to six months BIEAZ= /< {E A 8,769 153,615 - -
Over six months and ~E A A £
within one year E—FA - 787 - -
901,824 1,201,214 - -
Receivables that were neither past due nor impaired relate RBE R ERE FEBERFE R Z ([
to a large number of diversified customers for whom there MHR B REHNEP -

was no recent history of default.

101



Fujian Holdings Limited Annual Report 2009

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS
e M BmRME

For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

21. TRADE AND OTHER RECEIVABLES
(CONTINUED)

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

The movement in the allowance for doubtful debts on

21. E5 R E BRI

(&)

BB R (E 2 FRUUR T AN 5 B R
BRIFREHENBILES  REBEL
tERERE  REEEEERBEK
B KRR E - REW AR REF
RBRREL EMERIEER

ESRVIRRRGREZLBOT

trade receivables is as follows:

Group Company
rEE AT
2009 2008 2009 2008
—ETAF —ZTT)N\F  ZEBEEAF —ZTZTNF
Balance at beginning of ¥4
the year 1,025,453 638,435 - -
Impairment loss recognised &l (B /&5 18 fE 2R 12 345,002 - -
Amounts written off during 7 P A 5%
the year as uncollectible Y [@] i #ifl £
ZeHE (933,164) - - -
Foreign exchange b H U a
translation gains 294 42,016 - -
Balance at end of the year FJK &5 6 92,595 1,025,453 - -
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The movement in the allowance for doubtful debts on

other receivables is as follows:

FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)
HE-_ZTZNFT_A=+—HFE CABTIT)

21. B 5 K HAtb B IR X
(&)

Hith BURIRRRRREZBENT

Group Company
rEH PN
2009 2008 2009 2008

—BBAF _—TT)\HF | —FFRFE _—_TT)N\F

Balance at beginning of & ##45

the year 11,755,738 15,333,216 - -
Impairment loss recognised & 1B &7 18 & 32 68,788 9,170 = -
Impairment loss reversed  Jel {& &5 48 # 2] - (4,505,182) - -
Foreign exchange b 5 U a

translation gains 37,400 918,534 - -
Balance at end of the year FJK &5 11,861,926 11,755,738 - -

Included in the allowances for doubtful debts are individually
impaired trade receivables and other receivables with
balances of HK$92,595 and HK$11,861,926 (2008:
HK$1,025,453 and HK$11,755,738) respectively. The
individually impaired receivables related to customers that
were in financial difficulties or in dispute and the management
assessed that the recovery of the amounts is doubtful. The
impairment loss reversed of HK$4,505,182 related to the
amounts due by Sunshine Group who had settled the debts
during the year ended 31 December 2008. The Group does
not hold any collateral over these balances.
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21.

22,

TRADE AND OTHER RECEIVABLES
(CONTINUED)

21. B 5 K HAtb B IR X
(&)

An aged analysis of impaired trade and other EREES REMEBRIRZRRD N
receivables is as follows: mr
Group Company
rEE KA F]
2009 2008 2009 2008
—EENF —ITT)N\F ZEBBERLF —ZTZENF
Current to six months BVERZ= /X 1E A - 254,075 - -
Over six months and 7E A A
within one year M—FR - 2,413 - -
Over one year HBim—F 11,954,521 12,524,703 - -
11,954,521 12,781,191 = _

TIME DEPOSITS/BANK BALANCES
AND CASH

22. Eﬁ»ﬂﬁ /ﬂ ml:l
Re

Group Company
rEE ¥ NN
2009 2008 2009 2008
—EEAE —ZTT)N\F ZBEAFE —ZTTNF
Cash at bank and in hand $R{T N FH@IRE 3,455,914 3,540,675 2,258,891 2,324,718
Short-term bank deposits %2 iR 1717 &¢ 13,791,886 26,358,697 = 13,791,886 26,358,697
17,247,800 29,899,372 = 16,050,777 28,683,415

Bank balances carry interest at floating rates based on daily
bank deposit rates. The short-term bank deposits carry fixed
interest rates which range from 0.02% to 1.71% (2008:
0.165% to 2.9%) per annum.

The time deposits of HK$18,584,280 (2008: Nil) carry fixed
interest rates which range from 0.20% to 1.98% per annum.

At 31 December 2009, the time deposits, bank balances
and cash of the Group denominated in Renminbi (“RMB”)
amounted to approximately HK$16,624,000 (2008:
HK$9,266,000). The remittance of these funds out of the
PRC is subject to the exchange control restrictions imposed
by the government of the PRC.
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23. TRADE AND OTHER PAYABLES 23. ES5 R EHMESRR

Group Company
rEH AN
2009 2008 2009 2008

—ETANF —TT)\F ZBBAF —TT)N\F

Trade payables B S5 EMERR 943,236 648,483 - -
Other payables H i RER BRI 9,009,808 11,042,944 610,218 686,092
Total trade and B NEAM
other payables FERBR AR RE 9,953,044 11,691,427 610,218 686,092
Less: Other payables B H A EAER
classified classified RO RIE
as non-current NI N=KI= P
liabilities (note) 21 (M) - (5,670,863)  (5,652,911) - -
4,282,181 6,038,516 610,218 686,092
Note: M3

BREEBAE  FEEMBBNARE

Pursuant to the Management Contract, Friendship International paid

RMBS5 million, equivalent to HK$5,670,863 (2008: HK$5,652,911),
as security deposit to Xiamen Plaza, which is refundable upon expiry
of the Management Contract. The expiry date of the Management
Contract is 9 March 2013 and, accordingly, the balance of security
deposit is classified as non-current liabilities.

An aged analysis of trade payables at the end of the
reporting period is as follows:

5,000,0007T * 5 525,670,863 7T (=
TE N\ : 5,652,911870) EAREBIR
T HRBFESUTNETESRIBEER

c BIBARZEISMAA-—ZS—=4=4
jLE A ZRBREDEIEIERE
afE -

ENESRRRFERREHERZK
oMW -

Group Company
REH ¥ NN
2009 2008 2009 2008
—ETAF —TT)N\F ZEBEEAF —ZTZTN\F
Current to six months BNERZ=N1E A 878,428 630,865 - -
Over six months NEA B E
and within one year K—F R 48,686 8,542 - =
Over one year HBim—F 16,122 9,076 - =
943,236 648,483 - -

o

FHEERSO+AA

The average credit period is 45 days.
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24, ERER1E

AT BAKBRAFEMBEFERE
RLEBRBEENIAER N HEE) ¢

24. DEFERRED TAXATION

The following are the major deferred tax balances recognised
and movements thereon during the current and prior year:

Group rE
Deferred tax liabilities EERIEEE
Accelerated tax Fair value
depreciation gain Total
MEFIBERE AFERKE s
At 1 January 2008 R-ZEENF—H—H 7,807,894 2,222,952 10,030,846
Charge/(credit) to profit REBRAZH S (ER)
or loss (note 9) (Ft3E9) 23,998 (334,381) (310,383)
At 31 December 2008 RZZEZENF
+=—A=+—H 7,831,892 1,888,571 9,720,463
(Credit)/charge to profit iR i=Eadaal €1i% N -
or loss (note 9) (Ft3E9) (897,067) 1,317,538 420,471
At 31 December 2009 R=ZZBZENLF
+=—A=+—H 6,934,825 3,206,109 10,140,934
Deferred tax assets EEFIEEE
Tax losses
HIEEE
At 1 January 2008 RZZEENF—H—H 2,234,100
Charge to profit or loss (note 9) REZFPZH (K59 (339,831)
At 31 December 2008 and R-EENF+ZA=1+—-HRK
31 December 2009 R-ZZEZhE+=ZHA=+—H 1,894,269
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24. DEFERRED TAXATION (CONTINUED)  24. EFERi1E ()

Company ¥ NN
Deferred tax liabilities EEHEEE
Accelerated tax Fair value
depreciation gain Total
MEBERE AEERE g
At 1 January 2008 R-ZEZENF—HF—H 11,148 2,222,952 2,234,100
Credit to profit or loss REmFEE
(note 9) (MI3E9) (5,450) (334,381) (339,831)
At 31 December 2008 RZETNF
+=—A=+—8H 5,698 1,888,571 1,894,269
(Credit)/charge to profit RS (BR) T
or loss (note 9) (MS5E9) (4,489) 1,317,538 1,313,049
At 31 December 2009 R-ZBEZEREF
+=A=+—H 1,209 3,206,109 3,207,318
Deferred tax assets EEHIEBEERE
Tax losses
HIEEE
At 1 January 2008 R-ZZEENF—H—H 2,234,100
Charge to profit or loss (note 9) RiEz=EF I (F15E9) (339,831)
At 31 December 2008 and R-ZBENEFE+ZA=+—-HRK
31 December 2009 R-BZAF+=ZA=+—H 1,894,269
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24. DEFERRED TAXATION (CONTINUED)  24. JEFEi1E (&)
For the purpose of presentation in the consolidated and MEma R AaMBRAKRZIIRE

company statements of financial position, certain deferred
tax assets and liabilities have been offset. The following is
the analysis of the deferred tax balances for financial reporting

R RERERAEERBEERE
H o IR B R BT R
DT ©

purposes:

Group Company

rEE KAFE

2009 2008 2009 2008
—EENF —TT)N\F ZEBBEAF —ZTZNF
Deferred tax assets BEEFRIBEE 1,894,269 1,894,269 1,894,269 1,894,269
Deferred tax liabilities EERIEEE (10,140,934) (9,720,463)  (3,207,318) (1,894,269)
(8,246,665) (7,826,194) | (1,313,049) -

At 31 December 2009, the Group has unused tax losses of
HK$138,083,275 (2008: HK$140,031,001) available for
offset against future taxable profits that may be carried
forward indefinitely, except the amount of HK$4,526,294
(2008: HK$9,240,670) arising in the PRC which is due to
expire within one to five years for offsetting against future
taxable profits of the subsidiary operating in the PRC in which
the losses arose. At 31 December 2009, deferred tax assets
have been recognised in respect of tax losses of
HK$11,480,421 (2008: HK$11,480,421). No deferred tax
asset has been recognised in respect of the remaining tax
losses of HK$126,602,854 (2008: HK$128,550,580) due to
the unpredictability of future profit streams.
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25. SHARE CAPITAL 25. IR
2009 2008
—ZEENF —TENF
Number Number
of shares HK$ of shares HK$
Authorised EERKE
Ordinary shares of BRE(E0.1255 T
HK$0.125 each ZEmR 3,040,000,000 380,000,000 3,040,000,000 380,000,000
Issued and fully paid BRIRBERE
Ordinary shares of BRE(E0.1255 T
HK$0.125 each 2 EER 532,780,000 66,597,500 532,780,000 66,597,500
26. RESERVES 26. f# &
(A) GROUP (A) KREE
Details of changes in reserves of the Group are set out REERBEH 2FABHNE
in the consolidated statement of changes in equity on AB AR EERK -
page 49.
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26. RESERVES (CONTINUED)
(B) COMPANY

26. &1 (&)

(B) A2

Share-based

Share compensation  Accumulated
premium reserve losses Total
DN ids]
THEEMN
R RE WemE 25t ER &t
Note (i)
fi &)
At 1 January 2008 —ZEN\F
*H = 576,304,933 268,640 (593,803,356) (17,229,783)
Profit for the year AEEHF - - - -
Other comprehensive AEEHEMEEKE
income for the year - - 6,821,140 6,821,140
Total comprehensive AEERA
income for the year ey E-c] - - 6,821,140 6,821,140
At 31 December 2008 ~ RZZTENF
+ZA=+— 576,304,933 268,640 (586,982,216) (10,408,643)
Profit for the year AEEEF - - - -
Other comprehensive AEEEMEHKE
income for the year - - 9,892,365 9,892,365
Total comprehensive rEER
income for the year Wz - - 9,892,365 9,892,365
At 31 December 2009 R-EZh#F
+-A=+—-H 576,304,933 268,640 (577,089,851) (516,278)
Notes: B 5
()  The application of share premium is governed by (i) BraEERXESQA
Section 48B of the Hong Kong Companies Ordinance. E34d

(i) At 31 December 2009, no distributable reserve of the
Company was available for distribution as dividends

(2008: Nil).

27. CAPITAL RISK MANAGEMENT

ZTN
SRV N/NS|
e

&) -

27. EXEARE

FtZA=1—
150 9 T £ 5 Ik
& (ZFTN\F -

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to stakeholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.
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HE-_ZTZNFT_A=+—HFE CABTIT)

27. EXERER (&)

MANAGEMENT(CONTINUED)

The capital structure of the Group consists of debts (including
trade and other payables), cash and cash equivalents and
equity attributable to owners of the Company, comprising
issued share capital and reserves.

The management of the Group reviews the capital structure
regularly. As a part of this review, the management of the
Group consider the cost of capital and the risks associated
with each class of capital. The Group will balance its overall
capital structure through the payment of dividends and the
issue of new shares as well as the issue of new debts.

AEEZEARBEEAR (BEE
HREMBENER)  RERREE
BEE B ARARRFHE ARG
BREHTHRALERE

AEBERE TR BHEARRE -
AEEEREEEBERKARER
BARZ B R R E R A E P A
0 REESRERERE - BITH
P& R B ATR N B ISIA T B8 B AR5
e

GEARING RATIO BELE
2009 2008
—EZAF —EENF
Debt (note i) &8 (K1) 4,282,181 6,038,516
Cash and cash equivalents RekBFeEBEEE (17,247,800) (29,899,372)
Net debt ERFE (12,965,619) (23,860,856)
Equity (note i) AR A HE % (K7 atii) 126,574,597 122,353,664
Net debt to equity ratio FETR AR AN M b R N/A N/A
Notes: BIEE -

(i) Debt comprises trade and other payables as detailed in note
23.

(i) Equity includes all capital and reserves attributable to owners
of the Company.
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28. FINANCIAL INSTRUMENTS

(A)

(B)

28. 2T H

CATEGORIES OF FINANCIAL A TRIEDHE
INSTRUMENTS
2009 2008
—EENRE —EENF
Financial assets MKEE
Loans and receivables BR R EWFRTE
— Trade and other receivables - & 5 & H 1th g Ug BR 3¢ 1,193,823 1,769,345
- Time deposits - E B 18,584,280 -
- Bank balances and cash - R1T&5 86 IR & 17,247,800 29,899,372
37,025,903 31,668,717
Financial liabilities BEAaE
Amortised cost B SEACAR
— Trade and other payables - & 5 Kk EAthEFBR X 9,433,410 11,197,030
FINANCIAL RISK MANAGEMENT (B) £mEEIE B2

OBJECTIVES AND POLICIES

The Group’s major financial instruments include trade
and other receivables, time deposits, bank balances
and cash, and trade and other payables. 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.

There has been no change to the types of the Group’s

exposure in respect of financial instruments or the
manner in which it manages and measures the risk.
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MEBZRARLE —TTNFFR

NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

28. FINANCIAL INSTRUMENTS
(CONTINUED)

(B)

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Market risk
Foreign currency risk

Substantial revenue and cost of the Group are
denominated in the functional currency of the group
entities. Certain other receivables, time deposits, bank
balances and cash, and other payables are
denominated in foreign currencies. The Group currently
does not have a foreign currency hedging policy, as
the management considers the exposure to foreign
currency risk is insignificant to the Group. However,
the management monitors foreign exchange exposure
and will consider hedging significant foreign currency
exposure should the need arise.

Interest rate risk

The Group is not exposed to significant fair value
interest rate risk and cash flow interest rate risk. The
Group currently does not have interest rate hedging
policy. However, the management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.

Price risk

As the Group has no significant investments, the Group
is not subject to significant price risk.
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28. FINANCIAL INSTRUMENTS
(CONTINUED)

(B)

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk

The Group’s maximum exposure to credit risk which
will cause a financial loss to the Group due to failure to
discharge obligation by the counterparties is arising
from the carrying amount of the respective recognised
financial assets as stated in the consolidated statement
of financial position.

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

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings.

Other than concentration of credit risk on liquid funds
which are deposited with several banks with high credit
ratings, the Group does not have any other significant
concentration of credit risk.
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NOTES TO THE CONSOLIDATED
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For the year ended 31 December 2009 (in HK Dollars)
HE-_ZTZNFT_A=+—HFE CABTIT)

28. FINANCIAL INSTRUMENTS

28. €I T B (&)

(CONTINUED)
(B) FINANCIAL RISK MANAGEMENT (B) = miEMERE B ZEMEK
OBJECTIVES AND POLICIES &K (&)
(CONTINUED)
Liquidity risk REBESRBRER
In the management of the liquidity risk, the Group REERDESRRE - K&
monitors and maintains a level of cash and cash EEER#HHESLFRRS
equivalents deemed adequate by the management to EHEERERERRITRE 2K
finance the Group’s operations and mitigate the effects FIAZREARE B 2 28 KB K
of fluctuations in cash flows. The management monitors HenElsowe B8
the utilisation of borrowings and ensures compliance %IE@J?HF%Z B WHER
with loan covenants. EREHE
Liquidity tables TBEZ N E
The following tables detail the Group’s remaining THRANAEBEVBHEEEZH
contractual maturity for its financial liabilities which are EHREBR  ZFHAEE
included in the maturity analysis provided internally to FIAMANEBEZEE A B
the key management personnel for the purpose of & Eméﬂéiﬂ D ik 2 B B
managing liquidity risk. The tables have been drawn AT o ZEMRRBIRIE
up based on the undiscounted cash flows of financial REEWERKER 2T HH
liabilities based on the earliest date on which the Group MEEZMTBELRE -
can be required to pay.
On demand 3 months Total Total
or less than to Over undiscounted carrying
one month 1 to 3 months 1year  1to5years 5 years cash flows amount
REXE
SR-BR -E=ff ZfAZ-§ -§Zi% BBIE FFBEHEER HE
2009 ZEENE
Trade and other payables EZ R EMEMRS 3,539,830 157,909 64,808 5,670,863 - 9,433,410 9,433,410
2008 “EEN\F
Trade and other payables EZREMERRR 4,746,579 236,610 22,611 6,155,051 36,179 11,197,030 11,197,030
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28. FINANCIAL INSTRUMENTS
(CONTINUED)

(C) FAIR VALUE OF FINANCIAL
INSTRUMENTS

The directors consider that the carrying amounts of
financial assets and financial liabilities recorded in the
consolidated financial statements approximate their fair
values.

29. OPERATING LEASES

28. €I T B (&)

C) EMIAZA¥HE

EERR/EAVBMRME
ZHBEERVHAGBKREE
HEQNHERS -

20 ReEHEZH

THE GROUP AS LESSEE REBAREEA
2009 2008
—EZNF —ZET)NEF
Minimum lease payments paid REERBEEHEEHN
under operating leases Z B AT SRR
during the year:
Premises ES 542,880 864,240

At the end of the reporting period, the Group and the
Company had commitments for future minimum lease

REERFEER » AEERARE
AR R BUR 2 R 2 HE AR RIE

payments under non-cancellable operating leases which fall BT -
due as follows:
2009 2008
—EZAF —ET)N\F
Within one year R—FA 497,640 530,265
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29. OPERATING LEASES (CONTINUED) 20. KEHEZH ()

THE GROUP AS LESSEE (CONTINUED)

At 31 December 2008, operating leases related to office
premises, directors’ quarters, staff quarters and office
equipment with lease terms ranging from 2 to 5 years. At 31
December 2009, operating lease relates to office premises
with a lease term of 1 year. The Group does not have an
option to purchase the leased assets at the expiry of the
lease period.

THE GROUP AS LESSOR

Property rental income earned during the year was
HK$1,367,820 (2008: HK$1,391,946). All of the Group’s
investment properties are held for rental purposes. The Group
leases its investment properties under operating lease
arrangements, with leases negotiated for terms ranging from
11to 7 years (2008: 1 to 9 years).

At the end of the reporting period, the Group and the
Company had contracted with tenants for the following future
minimum lease payments:

REBR/AHEA (B)

R_ZZBEENF+-_A=+—H E#
WAE  BIFSRHESBNEERE
THHEHA—ZRTF - NZ_ZTZ
NE+-A=+—8 BERALAEH

KERELTHZHERLE—F - A5
ERHEERREHHEEELSAR
BEHE o

REBREHEA

RERNEER2WERSBRALE
1,867,820 L (ZZEZ/)\F :
1,391,946/ 870) * NEB 2K EME
BEEELERAR - REBENLEH
ERHHAWE - FIBMECFBR
FREBRFHHAE—E+F (ZF
;ﬁ/\ﬂz : _;tjli) ©

NEEHRERLEER  AEERARF
HARARTEEREANRENK
BT

Group Company
rEH PN
2009 2008 2009 2008

—BBAF —TT/\F | —FFREFE —_TT)N\F

Within one year
In the second to

fifth years inclusive
Over five years

MEFERFA

3,169,703 2,753,100 1,228,920 1,223,920

5,289,575 5,742,437 370,880 1,452,012
= 419,446 = -

8,459,278 8,914,983 1,599,800 2,675,932
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30. SHARE-BASED PAYMENTS
TRANSACTIONS

(A)

EMPLOYEE SHARE-BASED
COMPENSATION BENEFITS

Employee share-based compensation benefits
represent the fair value of employee services estimated
to be received in exchange for the grant of the relevant
options over the relevant vesting periods, the total of
which is based on the fair value of the options at grant
date. The amount for each period is determined by
spreading the fair value of the options over the relevant
vesting periods and is recognised as employee benefits
expense with a corresponding increase in the share-
based compensation reserve.

SHARE OPTIONS
Purpose of the share options scheme

The purpose of the share options scheme is to provide
participants of the same with the opportunity to acquire
proprietary interests in the Company and to encourage
them to work towards enhancing the value of the
Company and its shares for the benefit of the Company
and its shareholders as a whole.
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30. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

30. LR AEB RS
(#8)
R AE (E)

(B) SHARE OPTIONS (CONTINUED) (B)

Eligible participants of the share options scheme

(i) any executive, non-executive or independent non-
executive director of any member of the Group or an
entity in which the Group holds an interest (“Affiliate”);
(i) any employee or officer (whether full time or part
time)(“Employee”) of the Group or an Affiliate; (i) any
shareholder of any member of the Group or an Affiliate
who has, in the opinion of the Board of Directors,
contributed or may contribute to the development and
growth of the Group; (iv) any customer, supplier, agent,
partner, consultant or adviser of or contractor to any
member of the Group or an Affiliate; or (v) the trustee
of any trust the beneficiary of which or any discretionary
trust the discretionary objects of which include any
director, Employee, customer, supplier, agent, partner,
consultant or adviser of or contractor to any member
of the Group or an Affiliate; or (vi) a company beneficially
owned by any director, Employee, consultant,
customer, supplier, agent, partner or adviser of or
contractor any member of the Group or an Affiliate.

Total number of securities issuable

The maximum number of shares which may be granted
under the share options scheme and any other
schemes involving the issue or grant of options or
similar rights over shares or other securities by the
Company shall not, in aggregate, exceed 10% of shares
in issue as at the date of approval of the share options
scheme.
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30. SHARE-BASED PAYMENTS 30. UBR I AER RS
TRANSACTIONS (CONTINUED) (48)

(B) SHARE OPTIONS (CONTINUED) (B) HRRIE (&)

Maximum entitlement of each participant

Unless approved by the shareholders, no option may
be granted to any eligible participants which if exercised
in full would result in the total number of shares issued
and to be issued upon exercise of the options already
granted or to be granted to such eligible participant
under the share options scheme (including exercised,
cancelled and outstanding options) in the 12-month
period up to and including the date of such new grant
exceeding 1% of the issued share capital of the
Company as at the date of such new grant.

Period to take up share options and minimum
period to hold before exercise

There is no minimum period within which the shares
option must be taken up or for which a share option
must be held before it can be exercised.

Amount payable to take up share options and
time to accept offer

An offer for the granting of share options under the
share options scheme shall be accepted within 28 days
from the offer date and by way of payment of a
consideration of HK$1.

Maximum period for exercising on option

An option may be exercised in accordance with the
terms of the share options scheme at any time during
a period to be determined and notified by the Board of
Directors to each participant, which period may
commence on the date on which the offer for the grant
of options is made but shall end in any event not more
than 10 years from the date of grant of the option.
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30. SHARE-BASED PAYMENTS
TRANSACTIONS (CONTINUED)

(B) SHARE OPTIONS (CONTINUED)
Exercise price

The exercise price shall be a price determined by the
Board of Directors of the Company and shall not be
less than the highest of:

() the closing price of a share as stated in the Stock
Exchange’s daily quotations sheet on the date of
grant of the relevant option, which must be a
business day;

(i) anamount equivalent to the average closing price
of the shares as stated in the Stock Exchange’s
daily quotations sheet for the five business days
immediately preceding the date of grant of the
relevant option; and

(i) the nominal value of a share.

Life of the share options scheme

The share options scheme shall be valid and effective
for a period of two years commencing on the date of
adoption of the share options scheme.

There were no movement of the Company’s share

options held by directors and employees during the
year ended 31 December 2009 and 2008.
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30. SHARE-BASED PAYMENTS 30.
TRANSACTIONS (CONTINUED)
(B) SHARE OPTIONS (CONTINUED)
Life of the share options scheme (Continued)
The following table discloses the Company's share

options held by directors and employees as at 31
December 2009 and 2008:

Name of director/

URGBHBER RS
(&)

(B) BERE (&)
BRESTE 2B (&)

R-FBAFT=B=1—A
ER-FENE+= A=+
ALETESRE T2 B
ZEENT -

Number of
share options
Exercise price outstanding and

Category Date of grant Exercise period per share exercisable
RITER

i i ATEZ

ESEW/ /98 #t B H TR BRITERE BREHE

Directors

B

Mr. Wang Xiaowu 3 June 2004 3 June 2004 - 2 June 2014 HK$ 0.184 1,040,000

pARANEY

Employees 3 June 2004 3 June 2004 - 2 June 2014 HK$ 0.184 420,000

(-]

Total

ko) 1,460,000

Notes: B 5E

(i) No options were granted under the share options
scheme and none of the share options expired during
the year ended 31 December 2009 and 2008.

(i) None of the directors and employees exercised their
share options during the year ended 31 December
2009 and 2008.

(i) The exercise in full of the outstanding vested options
would, under the present capital structure of the
Company, result in the issue of additional 1,460,000
ordinary shares (2008: 1,460,000 ordinary shares).
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RETIREMENT BENEFIT PLANS

The Group operates a Mandatory Provident Fund Scheme
for all qualifying employees in Hong Kong. The assets of the
plans are held separately from those of the Group in funds
under the control of trustees.

The employees of the Group’s subsidiary in the PRC are
members of a state-managed retirement benefit plan
operated by the government of the PRC. The subsidiary is
required to contribute a specified percentage of payroll costs
to the retirement benefit scheme to fund the benefits. The
only obligation of the Group with respect to the retirement
benefit plan is to make the specified contributions.

The total expense recognised in the consolidated statement
of comprehensive income of HK$395,132 (2008:
HK$340,337) represents contributions payable to these plans
by the Group at rates specified in the rules of the plans.
There was no outstanding contribution as at 31 December
2009 and 2008.

RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in the consolidated financial
statements, the Group entered into the following significant
transactions with related parties during the year:

31. R

32.

USERIEE-

AEBERBERFIELTES A ENRD S
Eﬁﬁﬁ%%ﬁéf“**lﬁéﬁi &t

B HETNEERAEBELS
B WREAAREE -

ZISEIEAqﬂleB"’EZF1T%“ﬂLE”¢
B2 @M A - —EEREER
”‘i‘@ﬁﬁlf%&%ﬁ’]LPﬂaﬂ JrilJ B /8

BRI TERAHIEE B D&
ﬁLf?Meaf'JaJr%M/\r ZK’*@%LT?F
B8 2 M — B EEHEEHRN

//\

FBEXEARRGEEE2AKERA
395,132/ L (ZE & \F : 340,337
& IT) Eﬁi%zlsﬁﬁﬁﬁ%@uﬂriwﬂ
WA ZIEE DRRZEENF
+=-A= + EI)SZ_77)\¢+ A
= t+t—HYERERESE -

BAEALZRS
RSB REREE S - AEH

RAFEEFT Y NERBEEATZ
PR

\

Related parties Nature of transactions Note 2009 2008
BEAL REEHE Bt 5% —EZNF —ZET)NEF
Fellow subsidiaries Office, directors’ and staff
B Z [T & A A quarters rental () 542,880 869,460
BrEEEkEEEMHS
Building management fee (i) 104,818 104,017
BFEREE
Former associates Purchase of investment
properties (if) - 8,920,000
FRIAEE QA BERAYE
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32. RELATED PARTY TRANSACTIONS
(CONTINUED)

Notes:

(i)

(i

(ii)

Office, directors’ and staff quarters rental, and building
management fee paid to fellow subsidiaries are based on rates
mutually agreed between the parties involved.

Purchase of investment properties from former associates
were made according to prices and conditions of agreements
signed between the parties involved.

Extension of operating period of Xiamen Plaza

Pursuant to an agreement entered into by Yan Hei and Railway
Department on 1 October 1985 for co-operation on the
construction and operation of Xiamen Plaza and as
supplemented and amended subsequently on 18 December
1987 and 21 January 1992 (the “CJV Agreement”), the
operating period for Xiamen Plaza will end on 11 December
2015. On 6 June 2005 and 20 July 2005, the Company
announced that, Yan Hei entered into an extension agreement
with Railway Department, and Fujian Enterprises (Holdings)
Company Limited (“Fujian Enterprises”) (as a guarantor) on 9
May 2005 (“Extension Agreement”), in which, amongst others,
the operation period of Xiamen Plaza will be extended for an
additional 10 years up to 31 December 2025 and a change
in the terms of the CJV Agreement in respect of the annual
amounts to be distributed by Yan Hei to Railway Department.
Pursuant to the terms of the Extension Agreement, Yan Hei
has agreed to pay annual distributions to Railway Department
during the operating period of Xiamen Plaza up to year 2025
as set out below:

2005 to 2006: US$70,000 per year
2007 to 2011: US$100,000 per year

2012 to 2025: US$200,000 per year
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NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS

e TR M

For the year ended 31 December 2009 (in HK Dollars)

32. RELATED PARTY TRANSACTIONS
(CONTINUED)

Notes: (Continued)

(ii)

Extension of operating period of Xiamen Plaza (Continued)

At the end of the reporting period, the Group had
commitments for future minimum lease payments under the
Extension Agreement which fall due as follows:

BE_ZZNF+-_A=+—RFEGLETIIR)

2. AEALTZRE (&)

i ()

ERFBZEEH ()

REEBRREER  AREKEH
Mz RRANREESLBNT

2009 2008

—EENF ZETNF

Within one year —FR 775,477 775,070
In the second to MEEZERFR

fifth years inclusive 5,428,339 4,650,420

Over five years BB RF 17,060,494 18,601,680

23,264,310 24,027,170

In addition, Fujian Enterprises irrevocably undertakes to
Railway Department that it will guarantee performance by Yan
Hei of its obligations under the CJV Agreement (as amended
and extended).

Railway Department is the joint venture partner of Xiamen
Plaza and is beneficially owned by the State Railway
Department. To the best knowledge, information and belief
of directors of the Company, having made all reasonable
enquiries, Railway Department is considered as an
independent third party as despite being a joint venture
partner, it has no effective interest in the operations of Xiamen
Plaza.

Fujian Enterprises is a trading conglomerate incorporated in
Hong Kong with limited liability, and under administration of
Fujian Provincial State-owned Asset Administration
Commission of the PRC. Both Fujian Enterprises and the
Company are ultimately owned by Fujian provincial
government of the PRC. There are no common directors
among Fujian Enterprises and any member of the Group.
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For the year ended 31 December 2009 (in HK Dollars)
HE_ZTNF+-_A=Z+—HFE WUBTIIR)

32. RELATED PARTY TRANSACTIONS
(CONTINUED)

32.

BEEALZXS (&)

COMPENSATION OF KEY MANAGEMENT TEEEBEAEZ2HE
PERSONNEL
2009 2008
—EENF —EENF
Short-term employee benefits RHETEA 1,958,000 1,893,000
33. PENDING LITIGATION 2. RTH#ZE T

At 31 December 2009, Xiamen Plaza is a defendant in a
pending litigation arising from the balance due and interest
payable to Sunshine Group of RMB268,716, equivalent to
approximately HK$305,000. The directors of the Company
consider that Xiamen Plaza has a good defence against such
claims and no provision has been made in the consolidated
financial statements.
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Particulars of investment property interests held by the Group at
31 December 2009 are as follows:

Investment properties

REME

Leasehold
expiry

B ER B8

MEBZRARLE —TTNFFR

PARTICULARS OF
PROPERTY INTERESTS

MERERFE

Gross floor
area

(square feet)
HEEEE
(EHR)

Year of
completion

&R EF

AEBR_ZETNFT_A=1T—BFRF
BZOFRESFRBOT

Group’s
attributable
interest
rEE
Bt

Hong Kong
B8

Commercial

[23EZE S

1. Shop Nos. 1, 3and 4 on
Ground Floor together
with open yard adjoining
thereto and the whole of
First and Second Floors,
Sun Ming Court,

Nos. 84-90
Castle Peak Road,

Sham Shui Po, Kowloon.

1. R KY
= 1L 7E84-905%
AR
1~ 3 45k
JE &8 AR =
ZRIFUAR—E
rorE

2. Shop Nos. 50, and 65
on Ground Floor,
Shaukiwan Centre,
No.407
Shau Kei Wan Road,
Hong Kong

2. ARG EEBATH
LEED L
1R 50 K 6555 5 4

2047

—ELF

2859

—“NRILF
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10,464

10,464

876

876

1981

—NN\—%

1982

—NNZ=F

50%

50%

100%

100%
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PARTICULARS OF

PROPERTY INTERESTS
VRERFR

Gross floor Group’s
Leasehold area Year of attributable
Investment properties expiry (square feet) completion interest
HEEEE rEE
REYE AW Em B (EHR) & E 17 EiLER
Others
Hith
1. Motor cycle parking 2047 - 1975 100%
space Nos. 54, 55,
56, 57 and 58 of
Yuet Ming Building,
No. 52 Yuet Wah Street,
Kwun Tong, Kowloon.
1. BEHIE —ETN4F - —NtErEF 100%
AEA525
HBAE
%54 55 56 57 &
58 5% & B H A
Expiry of Gross floor Group’s
joint venture Site area area attributable
Hotel property period (square feet) (square feet) interest
h A2 TS BEEEE rEE
BRI % EEERAE (EHR) (EHR) Bt
PRC
H
1. Xiamen Plaza 2025 60,381 225,827 100%
908 Xiahe Road,
Kaiyuan District, Xiamen,
Fujian Province,
The People’s Republic
of China.
EFREDARE T REF 60,381 225,827 100%
P AR A
A
EffmHATE
E R ¥908 5*
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