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Financial Highlights
Hl SRS
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Financial Results

Bl RS

Year ended 31st December
BE+-H=1+—HILEE

Operating Performance REEEERER 2011 2010
HK$°000 (F#xT) —F——% ZE-TF
Revenue Wz 53,677
(Loss)/Profit for the year REE (E518)/ = F (661,232) 74,461
(Loss)/Profit attributable to UNGIE Z=DN
owners of the Company (E518)/ &7 (658,285) 74,461
Net cash (used in) generated from KR ETE (FTA) SR E 55 (62,498) 22,475
operating activities
(Loss)/Earnings per share — basic BiR (B18)/ BF — &R (16.238) cents i#ll 2.257 cents &1l
Financial Position (HK$’000) BRI (Fi#x)
Net cash’ Begw’ 5,713 99,964
Net current assets MEVEEFE 28,888 100,342
Shareholder’s equity R 3,461,994 3,939,462
Net assets per share BREEFE crc e el 108.56 cents I
Capital expenditure BEARFAY 16,155 2,139
Key Ratios and Date FEEREIR
(Loss)/Profit margin B (B18)/ 57 (1,334.5%) 138.7%
Current ratio MEDLL % 1.7x & 3.0xf%
Return on Equity f% 7K [B] 3y (19.1%) 1.9%

Cash and cash equivalents less interest-bearing bank loan.
? Re MRS FEER R SRITER
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Five Years Financial Summary
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Results i
2011 2010 2009 2008 2007
—F——-f —E-%F “ETNF ZEEN\E i s
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
THT THET THEL FAT FAET
(As restated)
(Z5)
Continuing operations BELSER
Revenue Wz 53,677 16,800 65,940 709,331
Profit (loss) before tax BB AR (B518) 81,571 683,220 (792,924) 1,215,159
Income tax expenses kel (19) — (1,759) (4,586)
Profit (loss) for the year RELEERY
from continuing operations REERM (B8) (661,232) 81,552 683,220 (794,683) 1,210,573
Non-controlling interests it 2,047 — (78,132) 241,763 (92,736)
Profit (loss) for the year DEEBA
from continuing operations BB S #75
attributable to owners LR AT
of the Company (E8) (658,285) 81,552 605,088 (652,920 1,117,837
Discontinued Operation BARILREXEK
Loss for the year from BARIFREER
discontinued operation JAFEER (7,091) (18,639) (86,961) —
Assets and Liabilities =13 <=5

Non-current assets FRBEE 3,839,120 3,679,589 3,462,584 3,979,495
Current assets nBEE 72,142 151,191 427,291 659,567 826,715
Total assets BESE 3,505,248 3,990,311 4,106,380 4,122,151 4,806,210
Current liabilities E=KE 50,849 319,692 788,596 359,042
Non-current liabilities FrBaE — — — 915,461
Total liabilties BEER 50,849 319,692 788,596 1,274,503
Net assets BEFE 3,461,994 3,939,462 3,787,188 3,333,555 3,531,707



Chairman’s Statement

FRIESEE

| am pleased to present the annual report of Superb Summit
International Timber Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) for the year ended
31 December 2011.

2011 REVIEW

The Group’s timber business recorded total revenue of HK$49.6
million for the year ended 31 December 2011, representing a 7.7%
decrease compared with last year. The decrease is mainly due to
slowdown of timber business in mainland China, especially during the
second half of 2011, resulted from various factors such as the recent
unstable climate and environmental issues that have led to decrease
in wood flow. The loss attributable to owners of the Company for the
year is HK$658.3 million in contrast to a profit of HK$74.5 million for
2010. The loss for the year is mainly attributable to the loss arising
from changes in fair value of the Group’s biological assets in the year
under review.

PROSPECT

Timber Business

Although China’s demand for timber continues to grow, the Group
expects that regulations in relation to domestic forest harvesting
would be tightened due to the increasing concerns for environmental
protection, such as carbon capture and storage, in the People’s
Republic of China (“PRC”).

In view of the changing business environment of the forestry industry,
the Group is continuously exploring potential investment opportunities
in order to generate steady inflow of cash and profit to the Group as
well as to minimize risk on timber business faced by the Group.

Investment in Tianjin

In April 2011, the Company established seven subsidiaries in Tianjin
Binhai New Area in the PRC in preparing for the execution of our
Tianjin Project. Development of the Tianjin Project is still in preliminary
stage and its progress is pending a series of approval for the planning
and usage of land from the local government and the relevant
authorities in the PRC.

The Company expects the project will not bring any revenue or profit
to us in short-term. Implementation of the project will also depend
on local economic development, government’s decision and the
promulgation of relevant preferential policies.

D4 suUPERB SUMMIT INTERNATIONAL TIVBER COMPANY LIMITED | Annual Report 2011

ARANBUMAZS N EBRARERAR ([A
A REMBAR (R £E) #2—F
——F+ A=+ —BLFEZFR-

—S—— O
HE-_Z——F+-_A=+t—HLFE &
/) PR 3 75 8% 15 48 Uk 25 49,600,000 7% T
BEFTHBR77% TRETEEHNAHRIR
TERNMERRERE SARETH®K  AmE
AN MARERHE  FHERZE
——FTHF - FN - REHBARILEEA
658,300,000/ 7T + M —Z —ZF BI85 A
74,500,00087C - AFEIEFZE RN EIRBEF
EREBLEYMEE N FHESSELS ZBEM
@( °

HI SR
ARES

R RSN 2 BRFEER - KEEY
MNP EARKME (THE]) HRBRER
Aol (Pl b E) BsSEE - EER
MR BE R ERBEERE -

ERMERNQERTTE (L - KRERFER
BEENEBKE  UAKETRIEBENRSE
MAFER] - A RRAK S BAEM AR 5 m AT
AR AR

MNRXEZIRE

R-ZZF——FMA  /REEARXREE A
AR ERXENREENRKL T ERME R
Al e B AT RFEIRB DN AT S AR Bk
B HEMAREREFNEMBFLRERE
ERBEEAENRBMENAMLEST K
FIEPLFAE -

RAFERT - ZHBNERHAK TS /RARE
FWAMAE - ZIEBWEEIME T B &R
RIFVR - BTHEBRARNABEERRNZE
BEME °



Proposed investments in Stone
Resources Limited [(“SRL”’) and
Crescent Gold Limited (“CGL”7)

On 17 November 2011, the Company and Stone Group Holdings
Limited, a company incorporated in Hong Kong with limited liability,
entered into a framework agreement, pursuant to which, subject
to the conclusion of and entering into formal sale and purchase
agreements, the Company proposed to acquire: 1) not less than
51% of the issued share capital of SRL, a company incorporated
in Bermuda with limited liability and its shares are listed on the TSX
Venture Exchange in Canada; and 2) not less than 14% of CGL, a
company incorporated in Australia with limited liability and its shares
are listed on the Australian Securities Exchange and Frankfurt Stock
Exchange. SRL owns approximately 67.04% of Stone Resources
Australia Limited (“SRAL”) (formerly known as A1 Minerals Limited),
a company incorporated in Australia with limited liability and its
shares are listed on the Australian Securities Exchange. The principal
activities of both SRAL and CGL are mineral exploration and gold
production and their mining tenements are located in the region of
Laverton in Western Australia.

On 4 March 2012, the Group entered into formal agreements in
relation to the above-mentioned proposed investments. Further details
of these proposed investments are included in the announcement
that will be published by the Company once clearance on the
announcement from The Stock Exchange of Hong Kong Limited has
been obtained.

Appreciation

| would like to express my gratitude to our management team and all
employees for their strong commitment and contribution towards the
execution of the Group’s strategies and operations. | would also like
to thank our shareholders, customers and business partners for their
invaluable and enduring support.

LEE Chi Kong
Chairman
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Management Discussion And Analysis

EEEFERR IR

Business Review

During the year ended 31 December 2011, the Group’s operations
comprised exploitation and management of timber resources in the
PRC and distribution, marketing and sales of a wide range of timber
products.

The business environment of timber business has been adversely
affected by various factors, such as environmental issues,
government policies and recent unstable climate. These factors have
caused continuous decrease in wood flow.

For the year under review, the Group recorded a turnover of
approximately HK$49.6 million, a decrease of approximately 7.7%
compared with HK$53.7 million for 2010. The decrease is mainly
attributable to continuous decrease in wood flow resulted from
change in government policies and the recent unstable climate.
Gross profit ratio for the year remained stable compared with last
year. A gross profit of approximately HK$8.4 million, representing a
gross profit ratio of approximately 16.9%, was recorded during the
year, compared to approximately HK$9.2 million with a gross profit
ratio of approximately 17.1% for 2010. Loss for the year attributable
to owners of the Company amounted to approximately HK$658.3
million, in contrast to a profit of approximately HK$74.5 million for
2010. The adverse change in the bottom line between the two years
is mainly due to the net effect of: 1) loss arising change in fair value of
the Group’s biological assets of approximately HK$576.3 million as
opposed to a gain of approximately HK$83.5 million for 2010, 2) the
absence of net gain of approximately HK$66.6 million on disposal of
subsidiaries, and 3) fair value loss of approximately HK$5.2 million on
equity investments for the year.

Corporate Development

Tianjin project

On 20 December 2009, the Company entered into a legally binding
framework agreement, namely “The Cooperative Framework
Agreement on The Project for the Logistic Base of the National
Bonded Trading Processed Manufacturing Industry and the
Construction of the PRC’s International Forestry Products Trading,
Exhibition and Convention Centre” ({2 &% Bl & A& £R £ 22 % i T
EYREXEMETHRERENEREERSIERPOERSEE
B8 1% 3% ), with two independent third parties in relation to the initial
proposed formation of a joint venture (the “Joint Venture”) in the
PRC to establish a forestry products trading, exhibition and auxiliary
services platform in Tianjin Binhai New Area, the PRC, so as to
expand the Company’s forestry products trading business.
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On this basis, the Company entered into a legally binding framework
agreement, namely “The Cooperative Framework Agreement on The
Project for the Logistic Base of the National Forestry Industry and the
Construction of the PRC’s International Forestry Products Trading,
Exhibition and Convention Centre” ({[BZR 4% R EE 3£ 1 i B A B B PR AR
EmBEX5e R/ OEB A FIERRTZ)) with the two independent
third parties on 15 September 2010 in relation to the development
and construction of the PRC’s International Forestry Products Trading,
Exhibition and Convention Centre (f BEIBIBE ME R B ERZ S EEH L)
in Tianjin Binhai New Area, the PRC.

In addition, on 3 December 2010, the Company entered into a
framework agreement, namely “The Strategic Cooperative Framework
Agreement”, with Tianjin Port (Group) Co., Ltd. (“Tianjin Port Group”),
and on 4 January 2011, the Company entered into a supplementary
agreement thereto with Tianjin Harbor-side Industrial Investment
Holding Limited (KZERBEFEFEZEREMR A, a controlled
corporation under Tianjin Port Group, in relation to the in-principle
cooperation in respect of development of timber port, quarantine
processing line and storage district for timber logistics in the harbor-
side industrial area of Tianjin Binhai New Area, the PRC.

In April 2011, the Company established seven subsidiaries in
Tianjin Binhai New Area in the PRC in preparing for the execution
of our Tianjin Project. Development of the Tianjin Project is still in
preliminary stage, and its progress is pending a series of approval for
the planning and usage of land from the local government and the
relevant authorities in the PRC.

The Company expects the project will not bring any revenue or profit
to us in short-term. Implementation of the project will also depend
on local economic development, government’s decision and the
promulgation of relevant preferential policies.
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Management Discussion And Analysis

EREIRR AT

Future plan for material investments

On 17 November 2011, the Company and Stone Group Holdings
Limited, a company incorporated in Hong Kong with limited liability,
entered into a framework agreement, pursuant to which, subject
to the conclusion of and entering into formal sale and purchase
agreements, the Company proposed to acquire: 1) not less than
51% of the issued share capital of Stone Resources Limited (“SRL”),
a company incorporated in Bermuda with limited liability and its
shares are listed on the TSX Venture Exchange in Canada; and 2)
not less than 14% of Crescent Gold Limited (“CGL”), a company
incorporated in Australia with limited liability and its shares are listed
on the Australian Securities Exchange and Frankfurt Stock Exchange.
SRL owns approximately 67.04% of Stone Resources Australia
Limited (“SRAL”) (formerly known as A1 Minerals Limited), a company
incorporated in Australia with limited liability and its shares are listed
on the Australian Securities Exchange. The principal activities of both
SRAL and CGL are mineral exploration and gold production and their
mining tenements are located in the region of Laverton in Western
Australia.

On 4 March 2012, the Group entered into formal agreements in
relation to the above-mentioned proposed investments. Further details
of these proposed investments are included in the announcement
that will be published by the Company once clearance on the
announcement from The Stock Exchange of Hong Kong Limited has
been obtained.

Employees and Remuneration
Package

As at 31 December 2011, the Group had 69 employees (2010: 70
employees). The remuneration package was based on their work
performance, experience and the industry practice. The Group also
participated in retirement benefits schemes for its staff in Hong Kong
and the PRC.

Capital Expenditures

During the year, the Group spent approximately HK$16.2 million (2010:
HK$2.1 million) on acquisition of new production machineries, which
was financed by internal cash resources.

Contingent liabilities

The Group did not have any significant contingent liabilities as at
31 December 2011 (2010: Nil).
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Financial Review

Liquidity and Finance Resources

During the year, the Group generally financed its operations with
internally generated resources. As at 31 December 2011, the Group
had interest-bearing borrowings of HK$1 million, bearing interest at 5%
per annum and repayable within one year (31 December 2010: Nil). In
addition, a loan facility of up to HK$50 million granted by a licensed
lender to the Company in October 2009 expired in April 2011. During
the year, the Company did not make any drawing under the facility.

The Group’s sales and purchases were either denominated in
Renminbi or Hong Kong dollars. Accordingly, the Directors consider
the Group has no significant exposure to foreign exchange
fluctuations in view of the stability of the exchange rates of Renminbi,
Hong Kong and US dollars. During the year, the Group did not use
any financial instrument for hedging the foreign exchange risk or
interest rate risk.

As at 31 December 2011, the Group had current assets of
approximately HK$72.1 million (2010: HK$151.2 million) and
current liabilities of approximately HK$43.3 million (2010:
50.8 million). The Group’s current ratio had decreased from
approximately 3.0 times as at 31 December 2010 to approximately
1.7 times as at 31 December 2011. The Group had total assets
of approximately HK$3,505.2 million (2010: HK$3,990.3 million)
and total liabilities of approximately HK$43.3 million (2010:
HK$50.8 million), representing a gearing ratio (expressed as
total liabilities to total assets) of approximately 1.2% as at
31 December 2011 as compared with approximately 1.3% as at
31 December 2010.

Prospect

Given the changing business environment of the forestry industry,
the management considers diversification of business with
growth potential to be in the best interest to the Company and its
shareholders. The Company is continuously exploring potential
investment opportunities to broaden its revenue and profit base and
also to minimize risk on timber business faced by the Company.
Furthermore, the management is considering various alternatives to
increase the Company’s resources for the development of the existing
business and potential investment opportunities.
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Report of the Directors

EEEHSEE

The directors are pleased to present their report and the audited
financial statements of the Company and the Group for the year
ended 31 December 2011 (“the Year”).

Principal Activities

The principal activity of the Company is investment holding. Details of
the principal activities of the principal subsidiaries are set out in note
21 to the consolidated financial statements. Most of the Group’s core
business remains unchanged.

Results and Dividend

The Group’s results for the year ended 31 December 2011 and the
state of affairs of the Company and the Group at that date are set out
in the financial statements on pages 35 to 112.

The directors do not recommend the payment of a final dividend for
the year ended 31 December 2011.

Property, Plant and Equipment

Details of movements in the Group’s property, plant and equipment
during the year are set out in note 19 to the consolidated financial
statements.

Share Capital and Share Options

Details of movements in the Company’s share capital and share
options during the year, together with the reasons therefore, are set
out in notes 32 and 33 to the consolidated financial statements.

Convertible Notes

Details of movements in the Company’s convertible notes during
the year and subsequent thereto are set out in note 30 to the
consolidated financial statements.
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Pre-Emptive Rights

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

Purchase, Sale or Redemption of
Listed Securities of the Company

During the year, the Company repurchased 7,940,000 shares of the
Company on the Stock Exchange at an aggregate consideration of
HK$2,033,950 for the enhancement of the net asset value per share.
All the repurchased shares were cancelled as at 31 December 2011.
Details of the repurchases of shares are summarized as follows:

Total number of
ordinary shares

repurchased
Month of the EEELERE
repurchases BE A K Bz i 48
May 2011 —E—FHAA 3,395,000
June 2011 —=—%<A 4,545,000

7,940,000

Save as disclosed above, neither the Company nor any of its
subsidiaries purchased, redeemed or sold any of the Company’s
listed securities for the year ended 31 December 2011.

Reserves

Details of movements in the reserves of the Company and the Group
during the year are set out in consolidated statement of changes in
equity and note 34 to the consolidated financial statements and in the
consolidated statement of changes in equity, respectively.
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Distributable Reserves

At 31 December 2011, the Company’s reserves available for
distribution, calculated in accordance with the Companies Law
(Revised) of the Cayman Islands, amounted to approximately
HK$1,698,413,000 (2010: HK$1,863,398,000). This includes the
Company’s share premium account in the amount of approximately
HK$1,553,724,000 (2010: HK$1,494,669,000) as at 31 December
2011, which may be distributed, provided that immediately following
the date on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as they fall due
in the ordinary course of business. The Company’s share premium
account may also be distributed in the form of fully paid bonus
shares.

Major Customers and Suppliers

The percentages of purchases for the year attributable to the Group’s
major suppliers are as follows:

22%
73%

the largest supplier
five largest suppliers in aggregate

The percentages of sales for the year attributable to the Group’s
major customers are as follows:

74%
100%

the largest customer
five largest customers in aggregate

None of the directors, their associates or any shareholder (which to
the knowledge of the directors owns more than 5% of the Company’s
share capital) had an interest in these major suppliers and customers.

Directors

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

Executive directors

Mr. LEE Chi Kong (Chairman)
Mr. JING Bin (Chief Executive Officer)
Mr. CHENG Man For

AMMRNSE 1) I8 Doy R

12 SUPERB SUMMIT INTERNATIONAL TIMBER COMPANY LIMITED | Annual Report 2011

of {3t 73 ik Gz e

R-ZE——F+-_A=+—HB BEHSB
ERRE (LIEE]) ;T8 RAAEDIRZ
4 51,698,413,000/8 7 (—Z & — T 4F ¢
1,863,398,00078 7T) - AJ D IRFEHEREFER
—E——F+ZA=t+—HARHEI KK
1 3% {8 #91,553,724,000/8 7L (—ZF —Z F :
1,494,669,00077T) + N EEE UKL S HHA
% DNRIBARNENBEEKBREDEIEE
N2 &R - RElZBRMREINA] R AT AR
A ©

FEEFRMER

SEXEHEFMEFRARBNELIOT

=AM ER 22%
AAEEEEET 73%
SENEBEPHFAEENEOLLIT

R"AEFE 74%
ARRFAET 100%

MELMNESE - EREARTABRR (REE
EMA - EAARBIRER 5% A LA ARA) FE
BREXRHEHLEP RO -

£5

AEFEEARBEARREAS  RAIZEEN
T

HiTEE

FEREE (XFE)
RBKE (TTHARH)
R AE



Independent non-executive directors

Mr. CHEUNG Wai Tak
Mr. LI Xiangjun
Mr. CHEN Xiaoming

In accordance with the Company’s articles of association, Mr. JING
Bin and Mr. CHEUNG Wai Tak will retire and, being eligible, offer
themselves for re-election at the forthcoming annual general meeting.

Biographical Details of Directors
and Senior Management

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 28 to 32 of the
annual report.

Directors’ Service Contracts

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

All independent non-executive directors have not been appointed
for a specific term but will hold office until the next following annual
general meeting and will then be eligible for re-election in accordance
with the articles of association of the Company. Save as disclosed
above, no director proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company which is
not determinable by the Company within one year without payment of
compensation, other than statutory compensation.

Directors’ Interests in Contracts

No contracts of significance to which the Company or any of its
subsidiaries, was a party and in which a director of the Company had
a material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the Year.
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Directors’ and Chief Executive’s
Interests or Short Positions in
Shares and Share Options

As at 31 December 2011, the interests of the directors and chief
executives of the Company in the shares and share options of the
Company or its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQO”), as recorded
in the register maintained by the Company pursuant to Section 352
of the SFO or otherwise notified to the Company and the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant
to the Model Code for Securities Transactions by Directors of Listed
Companies, were as follows:

| Annual Report 2011

EERFSITRASRIRMNE
fEIxiIE Z @K 2

RIZE——F+-_A=+—H QRREELT
ZITRABE AR EBREE (RFESH K
BiO ([BHRHEGKRN]) EXVEER) 2
Rfn RERER A AL AR NEES R PE
&P 352 &M IF B 2 BB ik LA R]
EEHTEFRZINZETRIA QR RE B
AERGHBMRAR ([BRFT]) @i
IR

Long position Ue
Ordinary shares of HK$0.10 each of the Company 2\ AR EEO0.10/8 T B
Number of Percentage of
issued ordinary the issued
Name of directors Capacity shares held share capital
EEsA S e iTERREE HEBITRAESIL
Mr. LEE Chi Kong Held by controlled 32,912,000 0.78%
ZEMIE corporation (Note 1)
mEEHEERA (1)
Beneficial owner 165,000 0.01%
BB A
33,077,000 0.79%
Mr. JING Bin Beneficial owner (Note 2) 263,145,137 6.27%
REEE BEmEAA (f15E2)
Mr. LI Xiangjun Beneficial owner 1,820,000 0.04%
E e EmlaA

298,042,137 7.10%



[

Note:

1. These ordinary shares are owned by Huge Healthy Investment
Development Limited (“Huge Healthy”), a company incorporated in the
British Virgin Islands (the “BVI”). The entire issued share capital of Huge
Healthy is beneficially owned by Mr. LEE Chi Kong.

2. These ordinary shares are owned by Magic Stone Fund (China), a
company incorporated in the Cayman Islands, which totally owns
1,117,656,000 shares of the Company. Mr. JING Bin owns 17.7% of
the issued share capital of Magic Stone Fund (China), which entitles him
to 263,145,137 shares of the Company.

Save as disclosed above, none of the other directors, chief executives
and their associates, had any interests or short positions in any
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
at 31 December 2011.

Share Option Scheme

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

Directors’ Right to Acquire Shares
or Debentures

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

RoE——F+-A=+—0 BEZEFLH
EIEFIE3B6IEMERARTFEZ EEREED
fit - BREXFEEEEE TEEREETHRA
BRI THRREBINARKENRAR
BEITRAF S 2 B -

Substantial Shareholders

As at 31 December 2011, the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO
shows that other than the interests disclosed above in respect of
certain directors and chief executive, the following shareholders had
notified the Company of the relevant interests in the issued share
capital of the Company.

U

Long positions

Ordinary shares of HK$0.10 each of the Company

N AR EE 0.108 7T HHAR

Number of
underlying Percentage of
shares the issued
Number of (convertible share capital
issued ordinary notes or share of the
Name of shareholders Capacity shares held options) held Company
B #5468 B B 4
ER B2 81T (RIHR R 4R, AR B #T
BREAR 54 LEREE i) HE BAZE
Wider Success Holdings Beneficial owner — 286,455,782 6.83%
Limited EnEEA
Ms. HUANG Ying Interest of controlled — 286,455,782 6.83%
FERLT corporation (Note 1)
REGEEER (M)
Magic Stone Fund (China)  Beneficial owner 1,117,656,000 — 26.64%
EmEBA
Mr. YANG Dongjun Interest of controlled 1,117,656,000 — 26.64%
BRELE corporation (Note 2)
RESEEER (MiE2)
Mr. LI Kwong Yuk Interest of controlled 421,765,000 — 10.05%
TREEE corporations (Note 3)
RS AR ER (FiEE3)
Family interests (Note 4) 1,000,000 — 0.02%
Rk (HiE4)
Beneficial owner 6,568,000 — 0.16%

BEDEAA



Note:

Ms. HUANG Ying owned 100% of Wider Success Holdings Limited,
a company incorporated in the British Virgin Islands (the “BVI”).
Accordingly, Ms. HUANG Ying was deemed to be interested in
286,455,782 underlying shares held by Wider Success Holdings
Limited.

Mr. YANG Dongjun owned 57.69% of Magic Stone Fund (China), a
company incorporated in the Cayman Islands. Accordingly, Mr. YANG
Dongjun was deemed to be interested in 1,117,656,000 shares held by
Magic Stone Fund (China).

These shares were owned as to 201,985,000 shares by Win Master
Group Limited, a company incorporated in the BVI, 15,710,000 shares
by Wincon Asset Management Limited, a company incorporated in
the BVI, 200,000,000 shares by Wincon Capital Investment Limited,
a company incorporated in the BVI and 4,070,000 shares by Golden
Season International Limited, a company incorporated in the BVI
and a wholly-owned subsidiary of Dingyi Group Investment Limited
(formerly Chevalier Pacific Holdings Limited), a company incorporated
in Bermuda and its shares are listed on the Stock Exchange of Hong
Kong Limited. Win Master Group Limited, Wincon Asset Management
Limited and Wincon Capital Investment Limited were wholly-owned by
Mr. LI Kwong Yuk. Dingyi Group Investment Limited was owned as to
70.01% by Mr. LI Kwong Yuk.

These shares were owned by Ms. LO Kwan, spouse of Mr. LI Kwong
Yuk. Accordingly, Mr. LI Kwong Yuk was deemed to be interested in
1,000,000 shares held by Ms. LO Kwan.

Other than as disclosed above, the Company has not been notified of
any other interests or short position in the issued share capital of the
Company as at 31 December 2011.

Directors’ Interests in a
Competing Business

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

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

Confirmation of Independence

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

Independent Auditor

The consolidated financial statements for the year ended 31
December 2010 have been audited by Parker Randall CF (H.K.)
CPA Limited who retire and, being eligible, offer themselves for re-
appointment. A resolution to this effect will be proposed at the
forthcoming annual general meeting.

On behalf of the Board

LEE Chi Kong
Chairman

Hong Kong
30 March 2012
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Corporation Information
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Board of Directors

Executive Directors

LEE Chi Kong (Chairman)
JING Bin (Chief Executive Officer)
CHENG Man For

Independent Non-executive Directors

CHEUNG Wai Tak
LI Xiangjun
CHEN Xiaoming

Members of Audit Committee

CHEUNG Wai Tak
LI Xiangjun
CHEN Xiaoming

Members of Remuneration
Committee

CHEUNG Wai Tak
LI Xiangjun
CHEN Xiaoming

Members of Nomination Committee

CHEUNG Wai Tak
LI Xiangjun
CHEN Xiaoming

Registered Office

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

Head Office and Principal Place of
Business

Units 3307-08, 33rd Floor

West Tower, Shun Tak Centre,
168-200 Connaught Road Central
Hong Kong
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For the year ended 31 December 2011 HZ—ZE——F+_-A=+—HILFE

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

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

BOARD OF DIRECTORS

The Board is charged with providing effective and responsible
leadership for the Company. The directors, individually and collectively,
must act in good faith in the best interests of the Company and
its shareholders. The Board comprises three Executive Directors
and three Independent Non-executive Directors. The Board has
appointed several Board Committees to oversee different areas of
the Company'’s affairs. The composition of the Board and the Board
Committees are given below and their respective responsibilities are
discussed in this report. Details of Directors attendance at Board
Meetings and Committee Meetings held during the year under review
are set out in the following table.
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Full Audit Remuneration Nomination
Board Committee Committee Committee
Name of Directors Meetings Meetings Meetings Meetings
X B E| fi k=
EEg ZEYg ZEEg ZEYg
EElA f % =k =L
Executive Directors
BiTES
LEE Chi Kong (Chairman) 29/31 N/A N/A N/A
FEM () TER TiERA T iEA
JING Bin (CEQ) 30/31 N/A N/A N/A
5B (TTHAEH) TEA iEMA ANiE A
CHENG Man For (Note) 21/31 2/2 11 N/A
SR (BfEE) ANiE A
Independent
Non-executive Directors
BN IEITES
CHEUNG Wai Tak 14/31 2/2 11 11
RIERE
LI Xiangjun 13/31 2/2 11 1/1
T
CHEN Xiaoming 9/31 2/2 0/1 11
CUNE
Note: BiE -

Attended as secretary of committee, except in Board meetings he played the
dual roles as Director and Company Secretary.

The Board members have no financial, business, family or other
material/relevant relationships with each other. Each of the
Independent Non-executive Directors have confirmed in writing their
independence from the Company in accordance with the guidelines
on director independence of the Listing Rules. On this basis, the
Company considers all such Directors to be independent.

Biographical details of the Directors of the Company as at the date of
this report are set out on pages 28 to 32 of this annual report. Given
the composition of the Board and the skills, knowledge and expertise
of the Director, the Board believes that it is appropriately structured to
provide sufficient checks and balances to protect the interests of the
Group and the shareholders. The Board will review its composition
regularly to ensure that it has the appropriate balance of expertise,
skills and experience to continue to effectively oversee the business
of the Company.
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The Directors are remunerated with reference to their respective
duties and responsibility with the Company, the Company’s
performance and current market situation. Details of emoluments of
the Directors from the Group for the year are disclosed in Note 12 to
the financial statements.

APPOINTMENT AND RE-ELECTION OF
DIRECTORS

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

In accordance with the Articles of Association of the Company
(“Articles”), all Directors (except the Chairman, Deputy Chairman,
Managing Director or Joint Managing Director) are subject to
retirement by rotation and re-election at annual general meetings of
the Company. New Directors appointed by the Board during the year
are required to retire and submit themselves for re-election at the first
annual general meeting immediately following their appointments.
Further, at each annual general meeting, one-third of the Directors
(excluding the Chairman, Deputy Chairman, Managing Director or
Joint Managing Director), or, if their number is not a multiple of three,
then the number nearest to but not exceeding one-third are required
to retire from office. Out of the six directors, five of them (except the
Chairman) are subject to retirement by rotation.

The existing Articles governing the retirement of Directors deviate
from the CGP Code provisions in the following aspects: (i) unlike the
other Directors, the Chairman, Deputy Chairman, Managing Director
or Joint Managing Director is not subject to retirement by rotation; (i)
new Directors appointed to fill casual vacancies are subject to election
by shareholders at the first annual general meeting instead of the
first general meeting after their appointments; and (i) the Directors
who are subject to retirement by rotation are not explicitly subject to
retirement at least once every three years. The Board will review the
above-mentioned practice from time to time and consider amending
the Articles when necessary.
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TERM OF OFFICE OF NON-EXECUTIVE
DIRECTORS

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

AUDIT COMMITTEE

The Audit Committee comprises all of the three Independent
Non-executive Directors and is chaired by Mr. CHEUNG Wai Tak,
who possesses extensive accounting experience in financial and
commercial sectors. It is responsible for appointment of external
auditors, review of the Group’s financial information and oversight of
the Group’s financial reporting system and internal control procedures.
The Committee is also responsible for reviewing the interim and final
results of the Group prior to recommending them to the Board for
approval. It meets regularly to review financial reporting and internal
control matters and to this end has unrestricted access to personnel,
records and external auditors and senior management.

The Committee has specific written terms of reference which are of no
less exacting terms than those stipulated in code provision. In 2011,
the Audit Committee held two meetings. At the meetings, it reviewed
the final results for the year ended 31 December 2010 and the interim
results for the six months ended 30 June 2011 respectively. It also
reviewed the Company’s progress in implementing the corporate
governance requirements as set out in the CGP Code.
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REMUNERATION COMMITTEE

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

NOMINATION COMMITTEE

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

DIRECTORS RESPONSIBILITY FOR
THE FINANCIAL STATEMENTS

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

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

AUDITORS REMUNERATION

The remuneration to the external auditors in relation to their
audit services provided to the Group for the financial year ended
31 December 2011 amounted to approximately HK$660,000
(2010: HK$1,006,000). There was no non-audit service incurred for
the financial year ended 31 December 2011 (2010: HK$ Nil). The
responsibilities of the auditors with respect to financial reporting are
set out in the section of “Independent Auditor’s Report” on pages 33
to 34.

MODEL CODE FOR SECURITIES
TRANSACTIONS

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

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

Executive Director

Mr. LEE Chi Kong, aged 63, is the chairman of the Company
and an executive director. Mr. Lee has over 25 years of experience
in sales, marketing and management of U.S. high technology
companies operating in Greater China and Asia. He was the founder
and managing director of the Greater China Headquarters of Apollo
Computer Inc and Silicon Graphics Inc, both were U.S. listed
companies, instrumental in upgrading the design and manufacturing
knowhow of various industries in China, including that of electronics,
machinery, power and energy, construction and light industry. Mr. Lee
has devoted 10 years in advising Chinese and global corporations
in creative marketing, business development and strategic alliance.
He was the president of Hong Kong Toastmasters Club, founder and
president of New Experience Toastmasters Club, a communications
and leadership programme to train young people, and co-founder
of China Windmill Foundation, a charity programme to provide clean
water to poor farming villages and the temporary shelters at the
Sichuan Earthquake Zone.

Mr. JING Bin, aged 43, is an executive Director and Chief Executive
Officer of the Company. Mr. Jing has over 10 years of experience in
finance, investment and corporate management. He had worked in
large-scale corporations such as Bank of China, and has extensive
experience in strategic development, business development, reform
management. Mr. Jing was invited to become a member of the topic
“Assessment and Transaction of Forest Resources and Assets” (
MERE ET{HHE 5)in State Forestry Administration. With his
practices and experience in corporations, his opinion was valuable
and directional to setting up a systematic and scientific assessment
system for forest resources in Asia, an efficient forest assets
transaction market and for the modern forestry corporation.
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Mr. CHENG Man For, aged 47, is an executive Director and
company secretary of the Company. Mr. Cheng is a fellow member
of the Association of Chartered Certified Accountants, an associate
member of the Hong Kong Institute of Certified Public Accountants,
an associate member of Institute of Chartered Secretaries and
Administrators and an associate member of Hong Kong Institute
of Chartered Secretaries. He has obtained a Master of Business
Administration from Macquarie University of Sydney, Australia. Mr.
Cheng has worked as chief financial officer, company secretary and
financial controller of companies whose shares are listed on The
Stock Exchange of Hong Kong Limited with extensive experience in
finance, investment, corporate management and company secretarial
practice.

independent non-executive
Directors

Mr. CHEUNG Wai Tak, aged 59, has more than twenty years
of working experience in the investment banking and accounting
field. He is a member of the Hong Kong Institute of Certified Public
Accountants. He graduated with an MBA degree from the University
of California at Berkeley, the United States of America (the “USA”) in
1981. He was an executive director of China Grand Forestry Green
Resources Group Limited during the period from October 2007 to
September 2009, and was an independent non-executive director
of Hybrid Kinetic Group Limited during the period from April 2007
to November 2007, whose shares are listed on the main board of
The Stock Exchange of Hong Kong Limited. Currently, he is the
independent non-executive director of China E- Learning Group
Limited, whose shares are listed on the Growth Enterprise Market of
The Stock Exchange of Hong Kong Limited.
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Mr. LI Xiangjun, aged 40, received a bachelor degree in law in 1996.
In 2003, he obtained the certificate of graduation from the master
degree program for international economic law of the University of
International Business and Economics. Mr. Li has been engaged in
the legal services industry since 1999. He is currently a practicing
lawyer in the PRC and a member of the Beijing Lawyers Association.
He used to be the Corporate Law Consultant or Legal Consultant
for Special Affairs for large state-owned enterprises, including China
FAW Group, Lenovo Group and China Life Insurance Group, and
large foreign enterprises, including Asia Link Group Inc., Zhenglin
Food Co., Ltd. and Dongguan Hsu Chi Foods Co. Ltd.. From 14
June 2007 to 15 August 2008, Mr. Li was an executive director of
Good Fellow Resources Holdings Limited, whose shares are listed on
the main board of The Stock Exchange of Hong Kong Limited. From
22 September 2008 to 11 June 2009, Mr. Li was an executive
director of China E-learning Group Limited, whose shares are listed
on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited.

Mr. CHEN Xiaoming, age 49, was appointed as an independent
non-executive director of the Company on 26 November 2010.
Mr. Chen has over eighteen years working experience in business
planning and development. He holds a doctor of philosophy degree
in The University of Sheffield of United Kingdom and a bachelor of
science degree in Wuhan University of People’s Republic of China.

Senior Management

Mr. William YUEN, aged 44, is the Chief Financial Officer of the
Company. Mr. Yuen joined the Company in December 2010. Mr.
Yuen previously served as the Chief Financial Officer of a company
listed on the Stock Exchange of Hong Kong Limited. Prior to that,
Mr. Yuen had served as a senior manager in the capital markets
group and the assurance and advisory services practice of two of
the largest international accounting firms in Hong Kong and in the
USA. He has extensive experience in corporate finance, accounting,
auditing and management. Mr. Yuen graduated from the University
of Southern California in the USA with a bachelor of science degree
in accounting. He is a member of the American Institute of Certified
Public Accountants and the Hong Kong Institute of Certified Public
Accountants. He is also a certified public accountant in the State of
Callifornia, the USA.
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Mr. CAO Gang, aged 54, obtained a bachelor degree from Beijing
College of Posts and Telecommunications. He is the president of &
B T EERFER ORY) BRAR and L RFERTE SRR
AR A7), responsible for the overall management and operation of
the Timber Exchange transactions, warehouse monitoring business
and timber trading. Mr. Cao has extensive experience and has built
a strong social network in fields such as information technology,
E-commerce, marketing and international trade. He was the Deputy
President of JEZE L% (£E) B Al and BEEXKXRMHDAERA
7], a member of the Ninth and Tenth Committee of Beijing of the
Chinese People’s Political Consultative Conference and the Sixth
Haidian District Committee of Beijing of the Chinese People’s Political
Consultative Conference and a standing director of China Computer
Industry Association.

Mr. HE Yuan, aged 41, obtained a bachelor degree from Renmin
University of China and Northern Jiaotong University. He is
currently the Vice President of 1t R & I8 82 012 BRI AR A 7,
mainly responsible for the management of transaction business,
system construction and operation, and technology research
and development of the Timber Exchange. Mr. He has extensive
experience and social networks in fields such as system integration,
network operation and bulk trading of commodities. He was a senior
management member of China Aerospace Corporation, A7 B % K &

(BRERTBERAT, BBPBEEFEEK (PEH) BRAA and IERE
MR ERARAR.

Mr. XIA Gang, aged 44, obtained a bachelor degree. He is a certified
public accountant and a certified public valuer of the PRC, and
currently the Chief Financial Officer of all the Company’s subsidiaries
in the PRC, mainly responsible for the financial and accounting
management of the Company’s PRC operations. Mr. Xia holds titles
of senior accountant and economist and has extensive experience in
financial management, financial accounting and tax processing. He
held various positions related to accounting, auditing and valuation
in organizations and companies such as State-owned Assets
Supervision and Administration Commission of the State Council and

B St BB AR AT

Mr. SHI Zhi Rui, aged 63. He is currently the Managing Director of
Leeka Wood Co., Ltd, mainly responsible for the overall management
and operation of the timber resources and timber production and
sales business of G&G Wood. He has been engaging in corporate
management over time. He has extensive experience in the
exploitation, management and operation of timber resources. Mr. Shi
was a senior management member of jEEEsHE# /A 7] and EHEIR

EEFHAERATA.
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Mr. YIN Rui Yu, aged 40, obtained a bachelor degree from Beiing BREF %4 405 tRELETRERMNE
University of Civil Engineering and Architecture and Capital University ~ EB4SEE 5 ABARIERE - B ALz 2R ES
of Economics and Business. He is currently the President of Leeka [RARIAE,  TBAFMANEEERK - N
Wood Co., Ltd., mainly responsible for the timber management, I - 5% i kBRI 3E TIE o B SE A FEMROR
logging, processing, marketing and technology development. Mr. Yin K& EE F - EREHEFEE  BREESEIE
has solid theoretical foundations and extensive practical experience HBEIEMNERERNLENTELR © %
in timber operation and trading, product marketing and planning, and A RFAEREE  FERREOEREER
information communication. He was a senior management member NMRRHEER R BERE AR ATTSREEA
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independent Auditor’s Report
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To the shareholders of
Superb Summit International Timber Company Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Superb
Summit International Timber Company Limited (the “Company”)
and its subsidiaries (together the “Group”) set out on pages 35 to
112, which comprise the consolidated and company statements of
financial position as at 31 December 2011, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
a summary of significant accounting policies and other explanatory
notes.

Directors’ responsibility for the
consolidated financial statements

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

Auditor’s responsibility

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
consolidated financial statements that give a true and fair view in order
to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

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

Opinion

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

Parker Randall CF (H.K.) CPA Limited
Certified Public Accountants

Seto Man Fai

Practising Certificate No.: P05229

Hong Kong

30 March 2012
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Consolidated Income Statement
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2011 2010
—E——% —T—TF
Note HK$’000 HK$’000
Bt THT FBT
Continuing operations BEREER
Revenue Wzs 7 49,550 53,677
Cost of sales SHEMA (41,157) (44,502)
Gross profit EF 8,393 9,175
Other income E A A 8 657 778
Other gains and losses HAib g zs N B 9 (568,917) 152,031
Selling and distribution expenses SHE RO HFX (1,600) (3,446)
Administrative expenses TS (99,315) (61,607)
Other expenses HEmAx (14,168)
Finance costs BFTER AR 10 (1,192)
(Loss)/Profit before tax MBLRT (B518)/ B F 11 81,571
Income tax expense FRiSHi 14 (19)
(Loss)/Profit for the year from BEREEBMEEZ
continuing operations AEE (BHE)/ iR 81,652
Discontinued operations BRIEREER
Loss for the year from discontinued BRI S ETSFREE
operations ZARFEEEE 15 (7,091)
(Loss)/Profit for the year REE (B1E)/ mF 74,461
Attributable to: T ALHE :
Owners of the Company NEER A
— Continuing operations — RECEEL (658,285) 81,552
— Discontinued operations — BRIEEEER = (7,091)
(658,285) 74,461
Non-controlling interests AT B RS
— Continuing operations — BECEET (2,947) —
— Discontinued operations — BRI ER = -
(2,947) —
| (o120 RS
(Loss)/Earnings per share from MENHERSHEL
continuing and discontinued REEBNRAHEEA
operations attributable to owners LS (BE)/ &R
of the Company for the year
Basic HAR 17 (16.238 cents i&1lll) EEERAIE L Al
Diluted BE 17 \JNESEER 1.682 cents L
(Loss)/Earnings per share from MENHECEER
continuing operations attributable to AR # & AL
owners of the Company for the year &B% (&18)/ BF)
Basic EHK 17 [RREEEOERRIN  2.472 cents il
Diluted i3] 17 VSRS 1.840 cents Bl
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For the year ended 31 December 2011 HZE =T ——F+_A=+—HILtFE

(Loss)/Profit for the year

Other comprehensive income

Reclassification adjustments for gains on
disposal of subsidiaries included in the
consolidated income statement

Exchange differences on translation of
foreign operations

Other comprehensive income
for the year (net of income tax)

Total comprehensive income
for the year

Attributable to:
Owners of the Company
Non-controlling interests

AEE (BH)/ &

Hitt &N

AR A W R
HEMB QR s
1EH 2 B FAE

BEBINERZ
MEHERR

FREMEEBRAN
(NFRFT4E %)

FREEBNEER
AT AR

REEEA
IS

2011

—E——f

Note HK$’000
=S FHT

(661,232)

35

175,835

175,835

(485,397)

(482,515)
(2,882)

(485,397)

2010

—E-LF

HK$’000
TR

74,461

(82,268)

146,936

64,668

139,129

139,129

139,129
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Consolidated Statement of Financial Position

En BRIl F5IAR R

As at 31 December 2011 R=F——F+=-A=+—H

Assets

Non-current assets

Prepaid land lease payments
Property, plant and equipment
Biological assets

Total non-current assets

Current assets

Prepaid land lease payments

Equity investments at fair value through
profit or loss

Trade receivables

Prepayments, deposits and other
receivables

Cash and cash equivalents

Total current assets

Total assets

Liabilities

Current liabilities

Trade payables

Other payables and accruals
Convertible notes interest payable
Interest-bearing other borrowing
Income tax payables

Total current liabilities

Net current assets

Net assets

BE

EREBEE
A LHEER
ME -~ BB A&
EWEE

EREBEERE

REBEE

B A ER

BAFER ARS
ZBEAERE

FEWE 5 fRTA

BNFIR A&
Ko B At MR IR

RekReFERAR

RENEERE

BERE

&R

RENRR
FEfTE SRR

H At & (S 5R0R S R 5RR
e AT AR A B

Hitst B EE
e FRTSHE

RENEREE

mBEEFE

BEFE

Note
BiEE

18
19
20

18

23
24

25
26

27
28
30
31

2011 2010
—F——% —E-FF
HK$’000 HK$'000
Fi#ExT FT
73,678 59,790
16,028 2,273
3,343,400 3,777,057
3,839,120

1,521

239

49,467

99,964

72,142 151,191
3,505,248 3,990,311
215

49,286

1,345

3

50,849

28,888 100,342
3,461,994 3,939,462
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As at 31 December 2011 R=T——F+=-A=+—H

2011 2010
—F——fF —E-TF
Note HK$’000 HK$’'000
FiEE FHT FAT
Capital and reserves BRA RS

Share capital AR 32 419,616 362,886
Reserves E 3,045,260 3,576,576

Equity attributable to owners of NEEE ANEGER
the Company 3,464,876 3,939,462
Non-controlling interests R (2,882) —

Total equity SRR 3,461,994 3,939,462

The Consolidated financial statements on pages 35 to 112 were #HNXE B EEF 112 B ZREMBHRENR =S

approved and authorised for issue by the board of directors on —Z—F=A=THEEEFSZEREETE -
30 March 2012 and are signed on it behalf by: WHTIATREES :
LEE Chi Kong JING Bin
Z=E[ =B
Director and Chairman Director and Chief Executive Officer

EFRTRE EEFRTHAER
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Statement of Financial Position

BRI 3R

As at 31 December 2011 R=F——&F+=-A=+—H

Assets

Non-current assets
Investments in subsidiaries

Current assets

Amounts due from subsidiaries

Equity investments at fair value through
profit or loss

Prepayments, deposits and other
receivables

Cash and cash equivalents

Total current assets
Total assets
Liabilities

Current liabilities

Other payable and accruals
Convertible notes interest payable

'E

EREBEE

RSB A B ZIRE

RENEE

JE MR PHT 8 1x B 3K IR

BAFERARS
Z BRI E

BNFIR AR
Ko A e YRR

ReMREFEERRB

RENEERE

BERE

&f&

nEER

H At e 5R0R &2 R ROR
e AT R A B

Total current liabilities B =Rkl
Net current assets REEEFE
Net assets EEFE
Capital and reserves BRA R
Share capital A& AR
Reserves @
Total equity EHAHE
LEE Chi Kong

by
Director and Chairman

EFRTRE

Company
AL

2011 2010
—F——% —T—TF
Note HK$’000 HK$’000
B EE TF#ExT FAT
21 654,381 663,513
23 10,036 —
22 15,683
18 93,283
664,457 772,479
2,119,807 2,227,829
— 200
30 1,778 1,345
1,778 1,545
662,679 770,934
2,118,029 2,226,284
32 419,616 362,886
34 1,698,413 1,863,398
2,118,029 2,226,284

JING Bin
=E

Director and Chief Executive Officer

EFRTTHARH
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Consolidated Statement of Changes in Equity

SREEEHE

For the year ended 31 December 2011 HZE =T ——F+_A=+—HILtFE

Attributable to owners of the Company

ARBHNER
Foreign Convertible
Property  currency Share notes  Statutory Non-
Share Share revaluation translation options equity reserve  Retained Controlling Total
capital premium*  reserve*  reserve*  reserve*  reserve* fund* profits* Total Interests equity
Rt 0E TRRER  EERE
;23 WET EfeRE ERRG BRERE EIRE £ REEA @i EhEE RRUE
(Note 32) (Note a) (Note b)
(zxse)  (Wia) (Wizkb)
HK$'000  HK$000  HK$000  HK$'000  HKEO00  HK$000  HK$000  HKS000  HK$000  HK$000  HK$O000
TEL TAL TAL TEr TiEn Fin TAL TAL TEL TEL TAL
At 1 January 2010 W=Z-Z4-F—-H 289290 1,327,691 1,354 269,236 190,462 334,151 5088 1,369,916 3,787,188 — 3,787,188
Profit for the year FEEER = - - - - - - 74,461 74,461 = 74,461
Other comprehensive income for the year ZA€EE £t 2EUA - - - 64,668 - - - - 64,668 - 64,668
Total comprehensive income for the year  AEE2EWALE = - - 64,668 - - - 74461 139,129 - 139,129
Disposal of a subsidiaries LEHBAF - © (1,354) - - - (5,088) 6,442 ¢] - ©
Cancelation of share options N - - - - (81,474) - - 81,474 - - -
Employee share option benefits EERRERT = - - - 13,154 - - - 13,154 - 13,154
Issue of shares for conversion of RERTRRZE
convertile notes MERA 73506 86,028 = = —  (159,604) = = = = =
At 31 December 2010 and R-E-ZF+-A=1-A
at 1 January 2011 RR=Z-——%-A-A 362,886 1,413,710 - 333,904 122,142 174,527 — 1532293 3,939,462 — 3939462
Loss for the year AEEER (658,285 (658,285)  (2047) (661,232)
Other comprehensive income for the year AEEE 2 EWRA - 175,770 65 175835
The comprehensive income for the year ~ AFE2ERA (658,285)  (482,515) (2,882)  (485,397)
Issue of shares uponconversion of RERTHRZE
convertible notes MRS 57,524 60,302 -
Equity-settled share option amrangements #2545 2 BERRIE S = - 9,970 9,070
Repurchase of ordinary shares fERS Gl (794) (1,247) - - (2,041)
Cancellation of share options iR - - (132,112 132,112 -
At31 Decernber 2011 W-F——#+-F=t+-A 419616 1472765 500,674 56,701 1006120 3464876  (2882) 3461994
* These accounts comprise the consolidated reserves of * ZECHBERAUBMRRAIRERAY 24

& /% 163,045,2600008 T (=T — T &F
3,576,576,0007%7T) °

HK$3,045,260,000 (2010: HK3,576,576,000) in the consolidated
statement of financial position.

Notes:

SEZBEMRERBEARBITHRES 24
=

() The share premium of the Group includes the premium arising from the ()
new issue of shares of the Company.

MELRA/EREREARLME ([H

Bl1) SRHEBPIRTHE 2 BRBEER 2 10% 2 3K

HBRANLERERES  BEELRHEEDEMR

EARZ 50% @ Hig A e — S EEAR BB

RARIZBERRTE - BERETARRLHEA

Tﬁﬁ SZAEAEIR - A BAMEE AR S
RALZ BB -

The subsidiaries are required to transfer 10% of their profit after tax
calculated in accordance with the People’s Republic of China (the “PRC”)
accounting regulations to the statutory reserve fund until such reserve
reaches 50% of the registered capital of the respective subsidiaries,
upon which any further appropriation will be at the recommendation of
the directors of the subsidiaries. Such reserve may be used to reduce
any losses incurred by the subsidiaries or be capitalised as paid-up
capital of the subsidiaries.
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Eonsolidated Statement of Cash Flows
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For the year ended 31 December 2011 HZE =T ——

Cash flows from operating activities

(Loss)/profit before tax:
From continuing operations
From discontinued operations

Adjustments for:
Finance costs
Interest income
Depreciation
Amortisation of prepaid land lease
payments
Changes in fair value less costs to
sell of biological assets
Reversal of impairment losses on
prepaid land lease payments
Fair value loss in equity investments
at fair value through profit or loss
Gain on disposal of equity investments
at fair value through profit or loss
Gain on disposal of subsidiaries, net
Loss on disposal of property, plant
and equipment
Impairment losses on trade receivables
Impairment losses on other receivables
Employee share option benefits

Decrease/(increase) in trade receivables

(Increase)/decrease in prepayments,
deposits and other receivables

Decrease in biological assets

Increase in trade payables

Decrease in other payables and accruals

Cash (used in)/generated from
operating activities

FH-A=t—BHLFE

Note
BiEE

REFHHERE
Briian (B1R)/ s 7 -

REFELEED
KEERIEEEES

g

AL -
BATE RN
FEWA
e
TR 4070 & R B

A E A FEREH
A
REEN LR E R R

BAHEF AR BARE
ZAFERE
HER A FER ARS
2B E 2 W
HEMB ARz - FR
HEME - BB KRR E
2B

FEWE 5 8RR 2 R BRI 18
HoA & R RR B B 1R

B BRERERRA

JEWE SERER A / (320)
BNFOR ~ AT MEMmEK
FRIE (4800)/ B
EUEERD
FEfTE S RRIRIE N

HL At & (5 R IR S B R R IR R

meEs (A)/ MBERE

2011
—g——%
HK$’000
FHT

(661,232)

450
(113)
2,744
1,561
576,335
(12,286)

5,243

(375)

(67,904)
215

(12,970)
28,493

(10,442)

(62,608)

2010

—TFF

HK$'000
TR

81,571
(6,458)

75,113
1,192
(797)
1,608

2,963

(83,498)

13,154
(57,611)

(239)
71,636
34,430

8
(26,530)

21,694
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For the year ended 31 December 2011 HE =T ——F+-_A=+—HILFE

2010
—E-TF
Note HK$’000 HK$’000
bz F#ET T
Interest received BUHE 797
Oversea taxes paid B8N (16)
Net cash (used in)/from operating meEe (A e
activities R&EFH (62,498) 22,475
Cash flows from investing activities & FEHREHE
Proceeds from disposal of property, plant  HE¥Z - K=
and equipment Pl i e 96 325
Acquisition of property, plant and WEEHIZE -« BB &%
equipment (16,155) (2,139)
Purchase of equity investment BERATEABZS
at fair value through profit or loss 2RI E (23,981) —
Proceeds from disposal of equity HER AN ETABZR
investment at fair value through ZRAIE 2 P8 R0E
profit or loss —
Disposal of subsidiaries HEWB AR (50,238)
Net cash used in investing activities & EEFFAEEFH (30,963) (62,052
Cash flows from financing activities RZEEFHRERE
Payments for repurchase of FEEE AR R
ordinary shares (2,041) —
New other loan EAMEER 1,000 =
Net cash used in financing activities B EFEFAEE3HE (1,041) =
Net decrease in cash and RERFEEEER
cash equivalents P RSEE ] (94,502) (29,577)
Cash and cash equivalents FUZRERRESEEE
at the beginning of year 122,951
Effect of foreign exchange rate changes ~ [E &R &) 2 a4 6,590
Cash and cash equivalents FURZBERRESEEB
at the end of year 26 99,964
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Notes to the Consolidated Financial Statements
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General

Superb Summit International Timber Company Limited (“the
Company”) is incorporated in the Cayman Islands as an
exempted company with limited liability and its shares are
listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The addresses of registered office and
principal place of business of the Company are disclosed in the
corporate information section of the annual report.

The consolidated financial statements are presented in Hong
Kong dollars and all values are rounded to the nearest thousand
except when otherwise indicated.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in note
21 to the consolidated financial statements.

Application of new and revised
Hong Kong financial reporting
standards (“HKFRSs”’)

In the current year, the Group has adopted all of the new
and revised HKFRSs (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASs”) and interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”) which
are relevant to its operations and effective for accounting
periods beginning on or after 1 January 2011.

The adoption of the new and revised HKFRSs has had no
significant financial effect on these consolidated financial
statements.

—iR&ER

FEBBEAEARAGF ([RF]) REHM
SHEEMULZERRERAR - &
BRONEBBMERXZAERDE ([BR
Prl) £ e RAIZEAMBKERFEIES
EMICNFRABTEN — HAWE -

REMBBRRIIVABTIR  MESHE
RSN - A BB RAETA

REMER—HIREER AR - EXZM
BRAZ EEXBHN RS M BERERW
210

[ EH DS ES EH A

T R s HEE A (T &8 T iR

SHEHL])

RAFR  SEERMETESTAA

2 ([B5E5MAg]) BAEAXKE

BN —_T——F—A—Hx2EHAR
S HRERZ AT REERTE

BEISHREER (BRIEMBEEMBRE

R HAEGFER ([FESFER)

N#EE) -

RAMET REEFT 2B AR BHRE LR
M FREMBRRALBEEAMBEE
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3. Issued but not yet effective

HKFRSs

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective in this
consolidated financial statements.

HKFRS (Amendments)
BBV EEL (BFT)
HKFRS 1 (Amendments)
BBV ELERE 15 (1BF])

HKFRS 7 (Amendments) ‘
BEVBREENE 75 (1BF])
HKFRS 7 (Amendments)

BEVBREENE TSR (1BF])
HKFRS 9
BB ImEERIE 95
HKFRS 10
BEBMIBREEAFE 105
HKFRS 11
BEMBREREFE 115
HKFRS 12
BB GmEERE 125
HKFRS 13
BBV EEAFE 135
HKAS 1 (Amendments)
BBGERIE 15 (1B5T)
HKAS 12 (Amendments)
BB GTHERIFE 125 (1B3])
HKAS 19 (as revised in 2011)
BEGTERIZE 195
(RZT——F&IER])
HKAS 27 (as revised in 2011)
EBGEERIZE 27 5%
(RZT——F&IER])
HKAS 28 (as revised in 2011)
B GETAERIZE 285
(RZT——F&IER])
HKAS 32 (Amendment)

BB ETERIFE 3258 (1&5])

HK(FRIC)-Int 20

5 (ARFBHREREZED)
—2EE 205

3. Elfffa{BinisR%ER2EiE
Hil 5 ¥ 25 2 Hll

SEWEREFRAA TS EME R RE
M HE] MEER] BB SRS 2R -

Effective for
annual periods
beginning on

or after
RT5 HEAE
ILERR Z
FERBEY
Improvements to HKFRSs 2011 1 January 2012
T —FEBUBREERZUR —E——_%—H—H
Severe Hyperinflation and Removal of 1 July 2011
Fixed Dates for First-time Adopters
BEREWRRIIRERFEME 2 EE R —ET——F+HA—H
Transfers of Financial Assets 1 July 2011
TRIEEEE —E—%+H—H
Disclosure — Offsetting Financial Assets and 1 January 2013
Financial Liabilities
BE— eHEERCHAE K —T—=%—H—H
Financial Instruments 1 January 2015
TR TA Z—hF—H—H
Consolidated Financial Statements 1 January 2013
HFREIRE —E—=%—H—H
Joint Arrangements 1 January 2013
BE LY —E—=%—H—H
Disclosure of Interest in Other Entities 1 January 2013
BERR M EERER —E—=%—H—H
Fair Value Measurement 1 January 2013
N EE 2 —T—=%—H—H
Presentation of ltems of Other Comprehensive Incomes 1 July 2012
Hit 2 EIWAIER 2 257 —E——F+A—H
Deferred Tax: Recovery of Underlying Assets 1 January 2012
BRI - WK OIHERE & —E——F—HA—H
Employee Benefits 1 January 2013
1ES BN —E—=%—H—H
Separate Financial Statements 1 January 2013
BRI —E—=%—H—H
Investments in Associates and Joint Ventures 1 January 2013
RIFERFIRE S TERE —E—=%—H—H

Presentation — Offsetting Financial Assets and
Financial Liabilities

2IFHH —eREERTREES KH

Stripping Costs in the Production Phase of Surface Mine

) 7 BRAEE A 2 R £ FUBR AR

1 January 2014

1 January 2013
—ET—=%—H—H

The Group is in the process of making an assessment of what
the impact of these new and revised HKFRSs is to be expected
in the period of initial application. However, it is not practicable
to provide a reasonable estimate of that effect until a detailed
review has been completed.

KBRS R] MRIERT BB M 3
SERANFERRNERERRAREZZEED
AHh o AT EAAENTKAIRERE
AR E 2R EMAT LT -



The consolidated financial statements have been prepared in
accordance with HKFRSs. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and
the Hong Kong Companies Ordinances.

The consolidated financial statements have been prepared
under the historical cost basis, except for biological assets and
equity investments at fair value through profit or loss which
are measured at fair values less costs to sell and fair value
respectively as explained in the accounting policies set out
below.

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2011. The financial statements of the subsidiaries are prepared
for the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are consolidated
from the date of acquisition, being the date on which the Group
obtains control, and continue to be consolidated until the date
that such control ceases. All intra-group balances, transactions,
unrealised gains and losses resulting from intra-group
transactions and dividends are eliminated on consolidation in
full.

Losses within a subsidiary are attributed to the non-controlling
interest even if that results in a deficit balance.

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

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

HEERNEGRAT | —S—FF#8 45

REPBHRRIRETEM RS LR
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BREY B E RIZ D FE AR ZBOR
BREDRIRAFEBEEKRRNRIRAF
EFfE (FRETXAEZ ST BER 2 #
)N B MR TIRIRE L AR S
RRBL o

HAVBEBRREEARALKENE AR
(B I£E]) B#Z=_FT—F+_A
=T BLEFEZHMBRER - HEAR
AP EHRR ZBEHRRRMER
YRBEH—BZEAHEK - HEAF
ZEEHWERAS (AEEBUSEGIEE
B) BE&Ra AR WHHESGREEEZE
L IEZBRLE - FIESERER
RHEREBARZGELE 2 RER WK
EHRIA MBI AR B B 2 BT 8H

BB~ w2 1R 5 B SFE il s - B
EUL B S EL AR o

M B2 A 2 R R RS - {8
WK AN - BRI B A -

WEBKXEEHMB AR ZEHE  Eg
BUEERO)ZHBARZEE (BERE)
NEE - (i) E e R 2 BREE K (i)
RERNLSH B R FHER  WHER()
BUREBZ AFE ; (i) HREBERRE 2
NFAE K (i) B A A b EE 2 Bk
SEAL o AR E M EEBRARNER
SEERGINETSEEESIRE R
A (nEs) -
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4. FSEHER ¢

4. Principal accounting policies

Pl

(Continued)

Business combinations and
goodwill

Business combinations are accounted for using the acquisition
method. The consideration transferred is measured at the
acquisition date fair value which is the sum of the acquisition
date fair values of assets transferred by the Group, liabilities
assumed by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for
control of the acquiree. For each business combination, the
acquirer measures the non-controlling interest in the acquiree
either at fair value or at the proportionate share of the acquiree’s
identifiable net assets. Acquisition costs are expensed as
incurred.

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

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

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration
which is deemed to be an asset or liability is recognised in
accordance with HKAS 39 Financial Instruments: Recognition
and Measurement either in profit or loss or as a change to
other comprehensive income. If the contingent consideration
is classified as equity, it shall not be remeasured until it is finally
settled within equity.

FisOHREE

EBaHRBRBEEAKR BRI E
TN Rz A FERE  ZAaFE
REERNKBANERCEE  &ERF
WKBH 2AERBEAAEZEE &
55 18 i HR AR AR M BB U7 PR Il R P B T R
B NFEAE - REXBEGT
W B 73 AR A S U B 75 mT R % &
EZREIELA - sFERBUFET 2 IE
e o WIBRKARELRTIRFAX -

EEENE-EEBE  SRBEENK
Ao RE R EERE R AE R E
o HESERZEZEREERAR - K
EHEA 2D BRETR - BB kH
WEAEANPZRARNTE T AT
EE

T2 01 5 BB (T + IRF S SE RIS
B 2R 7 B MRS I 3 2 2
88 R P B2 AT T AR E
MR -

REEST S TERZEARARESR
Yehg B B A HERER o SRARE (B4R
RTHEESAE) RFEZERES
RELGHERNEIREAHT A - #:7
LitBRARBRXEMEEKRAZE
B MERAREBELELER  MHEK
RN EEMHASHAE -



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

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

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

Where goodwill forms part of a cash-generating unit (group
of cash-generating units) and part of the operation within that
unit is disposed of, the goodwill associated with the operation
disposed of is included in the carrying amount of the operation
when determining the gain or loss on disposal of the operation.
Goodwill disposed of in this circumstance is measured based
on the relative values of the operation disposed of and the
portion of the cash-generating unit retained.
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4. Principal accounting policies

(Continued)

Subsidiaries

A subsidiary is an entity whose financial and operating policies
the Company controls, directly or indirectly, so as to obtain
benefits from its activities.

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

Jointly-controlled entities

A jointly-controlled entity is a joint venture that is subject to
joint control, resulting in none of the participating parties having
unilateral control over the economic activity of the jointly-
controlled entity.

The Group’s investments in its jointly-controlled entities are
accounted for by the proportionate consolidation method,
which involves recognising its share of the jointly-controlled
entities’ assets, liabilities, income and expenses with similar
items in the consolidated financial statements on a line-by-line
basis. Unrealised gains and losses resulting from transactions
between the Group and its jointly-controlled entities are
eliminated to the extent of the Group’s investments in the jointly-
controlled entities, except where unrealised losses provide
evidence of an impairment of the asset transferred.
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Biological assets represent forest crop in the PRC.

Biological assets are living plants involved in the agricultural
activities of the transformation of biological assets into
agricultural produce for sale or into additional biological assets.
Biological assets and agricultural produce, are measured at
fair value less costs to sell at initial recognition and at the end
of each reporting period. The fair value less costs to sell at the
time of harvest is deemed as the cost of agricultural produce
for further processing, if applicable. If an active market exists
for a biological asset or agricultural produce with reference to
comparable specie, growing condition and expected yield of the
crops, the quote price in that market is adopted for determining
the fair value of that asset.

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

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than biological
assets and financial assets, the asset’s recoverable amount is
estimated. An asset’s recoverable amount is the higher of the
asset’s or cash-generating unit’s value in use and its fair value
less costs to sell, and is determined for an individual asset,
unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets, in
which case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.
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4. FSEHER ¢

Pl

4. Principal accounting policies

(Continued)

Impairment of non-financial
assets (Continued)

An impairment loss is recognised only if the carrying amount of
an asset exceeds its recoverable amount. In assessing value
in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset. An impairment loss is charged to the
consolidated income statement in the period in which it arises
in those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period as
to whether there is any indication that previously recognised
impairment losses may no longer exist or may have decreased.
If such an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss of an asset
is reversed only if there has been a change in the estimates
used to determine the recoverable amount of that asset, but
not to an amount higher than the carrying amount that would
have been determined (net of any depreciation/amortisation)
had no impairment loss been recognised for the asset in prior
years. A reversal of such an impairment loss is credited to the
consolidated income statement in the period in which it arises.

Property, plant and equipment

Property, plant and equipment held for use in the production
or supply of goods and services, or for administrative purpose
(other than construction in progress) are stated at cost less
subsequent accumulated depreciation and accumulated
impairment losses.

Property, plant and equipment are depreciated at rates sufficient
to write off their costs net of expected residual values over their
estimated useful lives on a straight-line basis. The useful lives
and residual values are reviewed, and adjusted if appropriate, at
the end of each reporting period. The principal annual rates are
as follows:

Leasehold improvements, — 5% ~ 20%
furniture, fixtures,
equipment and
motor vehicles
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Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenances costs are
charged to the consolidated income statement during the year
in which they are incurred.

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

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

An item of property, plant and equipment is derecognised
upon disposal when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on derecognition of the asset (calculated as the
difference between the net disposal proceeds and the carrying
amount of the item) is included in the consolidated income
statement in the year which item is derecognised.

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

4. Principal accounting policies

pir

(Continued)

Convertible notes

Convertible notes issued by the Company that contain both
the liability and conversion option are classified separately into
respective items on initial recognition. Conversion option that
will be settled by the exchange of a fixed amount of cash or
another financial asset for a fixed number of the Company’s
own equity instruments is classified as an equity instrument. At
the date of issue, the liability component is recognised at fair
value.

In subsequent periods, the liability component of the convertible
notes is carried at amortised cost using the effective interest
method.

The equity component, represented the option to convert the
liability component into ordinary shares of the Company, will
remain in convertible notes equity reserve until the embedded
conversion option is exercised in which case the balance stated
in convertible notes equity reserve will be transferred to share
premium. Where the option remains unexercised at the expiry
date, the balance stated in convertible notes equity reserve will
be released to the retained profits. No gain or loss is recognised
in consolidated income statement upon conversion or expiration
of the option.

Transaction costs that relate to the issue of the convertible
notes are allocated to the liability and equity components in
proportion to the allocation of the proceeds. Transaction costs
relating to the equity component are charged directly to equity.
Transaction costs relating to the liability component are included
in the carrying amount of the liability component and amortised
over the period of the convertible notes using the effective
interest method.
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Financial assets and financial liabilities are recognised on the
consolidated statement of financial position when an entity
of the Group becomes a party to the contractual provisions
of the instruments. Financial assets and financial liabilities are
initially measured at fair value, plus transaction costs those 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), 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
consolidated income statement.

The Group’s financial assets are loans and receivables
and financial assets at fair value through profit or loss.
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. The accounting policy adopted is set out
below.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determined payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including trade receivables,
prepayments, deposits and other receivables and cash
and cash equivalents) are carried at amortised cost
using the effective interest method, less any identified
impairment losses (see accounting policy on impairment
loss on financial assets below).
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4. Principal accounting policies
(Continued)

Financial instruments (Continued)

(i)

Financial assets (Continued)

Financial assets at fair value through profit or loss
Financial assets are classified as at fair value through
profit or loss when the financial asset is either held for
trading or it is designated as at fair value through profit or
loss.

A financial asset is classified as held for trading if:

o It has been acquired principally for the purpose of
selling it in the near term; or

° On initial recognition it is part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern
of short-term profit-taking; or

° It is a derivative that is not designated and effective
as a hedging instrument.

A financial asset other than a financial asset held for
trading may be designated as at fair value through profit
or loss upon initial recognition if:

° Such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise; or

o The financial asset forms part of a group of financial
assets or financial liabilities or both, which is
managed and its performance is evaluated on a
fair value basis, in accordance with the Group’s
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

° It forms part of a contract containing one or more
embedded derivatives, and HKAS 39 Financial
Instruments: Recognition and Measurement permits
the entire combined contract (asset or liability) to be
designated as at fair value through profit or loss.

Financial assets at fair value through profit or loss are
stated at fair value, with any gains or losses incorporates
any dividend or interest earned on the financial asset and
is included in the “other gains and losses” line item in the
consolidated income statement. Fair value is determined
in the manner described in note 40.
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Effective interest method

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

Interest income is recognised on an effective interest basis
for debt instruments.

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.

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

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 financial asset at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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4. Principal accounting policies
(Continued)

Financial instruments (Continued)

(i)

Financial liabilities and equity

Financial liabilities and equity instruments issued by
an entity of the Group are classified according to the
substance of the contractual arrangements entered into
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 the Group after deducting
all of its liabilities. The accounting policies adopted in
respect of financial liabilities and equity instruments are
set out below.

Other financial liabilities

Other financial liabilities including trade payables, other
payables and accruals, convertible notes interest payable
and interest-bearing other borrowing are initially measured
at fair value, and are subsequently measured at amortised
cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.

Equity instruments
Equity instruments issued by the Company are recorded
as the proceeds received, net of direct issue costs.
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Financial assets are derecognised when the rights to
receive cash flows from the assets expire or the financial
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of the
financial assets. On derecognition of a financial asset,
the difference between the asset’s carry amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised directly
in equity is recognised in consolidated income statement.

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

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect the
purchase and financing. Assets held under capitalised finance
leases, including prepaid land lease payments under finance
leases, are depreciated over the shorter of the lease terms
and the estimated useful lives of the assets. The finance costs
of such leases are charged to the income statement so as to
provide a constant periodic rate of charge over the lease terms.

Assets acquired through hire purchase contracts of a financing
nature are accounted for as finance leases, but are depreciated
over their estimated useful lives.
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4. Principal accounting policies

(Continued)

Leases (Continued)

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are included in
non-current assets, and rentals receivable under the operating
leases are credited to the consolidated income statement on
the straight-line basis over the lease terms. Where the Group
is the lessee, rentals payable under operating leases net of
any incentives received from the lessor are charged to the
consolidated income statement on the straight-line basis over
the lease terms.

Prepaid land lease payments under operating leases are initially
stated at cost and subsequently recognised on the straight-line
basis over the lease terms.

Employee benefits

()  Retirement benefits scheme

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

The employees of the Group’s subsidiaries operating in
the PRC are required to participate in a central pension
scheme (the “Central Scheme”) operated by the local
municipal government in the PRC. The respective
local municipal government in the PRC undertakes to
assume the retirement benefits obligations of all existing
and future retired staff of these subsidiaries. The only
obligation of these subsidiaries with respect to the Central
Scheme is to meet the required contributions under the
Central Scheme. The contributions are charged to the
consolidated income statement as they become payable
in accordance with the rules of the Central Scheme.
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Termination benefits are recognised when, and only when,
the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

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

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

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

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

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

i

4. Principal accounting policies

(Continued)

Revenue recognition

Revenue is measurement at the fair value of the consideration
received or receivable and represents amounts receivable for
goods and services provided in the normal course of business,
net of discounts and sales related taxes.

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

Interest income is accrued on a time basis, by reference to
the principal outstanding and at the effective interest rates
applicable which is the rate that exactly discounts the estimates
future cash receipts through the expected life of the financial
asset to that assets net carrying amount.

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

Provisions and contingent
lhiabilities

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

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible
obligations, the existence of which will only be confirmed by the
occurrence or non-occurrence of one or more future events, are
also disclosed as contingent liabilities unless the probability of
outflow of economic benefits is remote.
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Income tax for the year comprises current tax and movements
in deferred tax assets and liabilities. Current tax and movements
in deferred tax assets and liabilities are recognised in
consolidated income statement except to the extent that they
relate to items recognised in other comprehensive income
or directly in equity. In this case they are recognised in other
comprehensive income or directly in equity, respectively.

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

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

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

(Continued)

Income taxes Continued)

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

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

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

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Company or the Group has the legally
enforceable right to set off current tax assets against current tax
liabilities and the following additional conditions are met:

o In the case of current tax assets and liabilities, the
Company or the Group intends either to settle on a
net basis, or to realise the asset and settle the liability
simultaneously; or
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° in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis or
realise and settle simultaneously.

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

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

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

pir

(Continued)

Foreign currency Continued)

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

On disposal of a foreign operation, the cumulative exchange
differences recognised in the foreign currency translation
reserve relating to that operation up to the date of disposal are
transferred to the consolidated statement of comprehensive
income as part of the profit or loss on disposal.

Borrowing costs

All borrowing costs are expensed in the period in which they are
incurred.

Related parties

A party is considered to be related to the Group if:

()  the party has the ability, directly or indirectly, through one
or more intermediaries, to control the Group or exercise
significant influence over the Group in making financial
and operating policy decisions, or has joint control over
the Group;

(i)  the Group and the party are subject to common control;

I

RZEARER  BINEBZRETER
GHETZBAERBRE /BT - BINE
BeHEEEKREE (BREAKEZS
EBEMEEZHE) RBREMRIIEEK
"mE - RAREBHREZ BHYEEFE
BRI ERERGEBINEB 2 FBEE
R%%EBE&EQJE\’E\EHQJ\%%EPE
R WhEmR RE  WIEE DAEE
SOBINE 2 Be EHEE - AIREE
BERBUMBRRT MR EHEKEE
BINETFIRE RS « R IEA
MRGFEE ZHBABRKERZIER ZHE
B D MERE L -

RHEEBINEBER  ARZEBRER
FEPEELEARRIEMERZ 25
EXEZREREGS 2 BARRD
fEHE 218 -

ﬂl‘tm—l—
PREEERAEEL 2 RS -

FEAL

ERMALRTEA TGRS AIRAEE
ZREANT

() ZBATHEEENHEEER MK
ZERNEEESISE - REE
TER I IS RS & R RIS R SR B 1T
FERTES ke A LR
S

(i) EERZBALZIHRZES



(i) the party is an associate of the Group or a joint venture in
which the Group is a venturer;

(iv)  the party is a member of key management personnel
of the Group or the Group’s parent, or a close family
member of such an individual, or is an entity under the
control, joint control or significant influence of such
individuals;

(v)  the party is a close family member of a party referred to in (i)
or is an entity under the control, joint control or significant
influence of such individuals;

(vi)  the party is a post-employment benefit plan which is for
the benefit of employees of the Group or of any entity that
is a related party of the Group; or

(vi)  close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.

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

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

SZEEARMNERRAT | 3 ——FFHE

iy MBAATAEEZEENFHZE
ANEABEERARMERAEER

vy ZBRAATEASBEXEBENARZE
ZEBABNZAB 2R &x

%EALIH - AALHRE
YRR

V) ZBRALRFONEMEOHALHE
B R EAFTES - KRS
XESAXENE

V) BRBALDNREENBREEBEEA
TZEFNERZEERNMR B
BRBAEE %

(i) EFRMENALZ IR BEZERR
SRR EZENALRE
ZERIALTHEZREXE -

REEEMBRRPERIKENERE
DEEB 2RI BUBERNPRER
ZHBENEPAEERSTTREEE
‘Rt UAKREZEGREESEER
R AR ©

R B2RENME - BRIFDBREER
PUNEESB R EERRRBFEE - &
ETRFEE - FPEINER - AED
FEmMmIREERB 2 EARETEREZ
HEE AR - EE'HI/”:'JE?(?&%*”*ET\M

R =
BATHIE - TG -

65



66 SUPERB SUMMIT INTERNATIONAL TIVVBER COMPANY LIMITED | Annual Report 2011

Notes to the Consolidated Financial Statements

&n B Bil 15 3R & Biil 51

85t Al Riss

5. Significant Accounting 5. ¥S

Judgments and Estimates

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

Impairment of non-financial
assets

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

Depreciation of property, plant
and equipment

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

Judgments and Estimates
(Continued)

Impairment loss recognised
in respect of trade and other
receivables

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

Valuation of share options
granted

The fair value of share options granted was calculated
using the Black-Scholes valuation model which requires the
management’s estimates and assumptions on significant
calculation inputs, including the estimated life of share options
granted, the volatility of share price and expected dividend yield.
Change in the subjective input assumptions could materially
affect the fair value estimate.

Fair values of biological assets

Management estimates at the end of the reporting period fair
values less costs to sell of biological assets of paper mulberry
trees and pine trees with reference to market prices and
professional valuations. Management considers that these
are presently an absence of effective financial instruments for
hedging against the pricing risks with the underlying agricultural
produce. Un-anticipated volatile changes in market prices of
the underlying agricultural produce could significantly affect
the fair values of these biological assets and result in fair value
remeasurement losses in future accounting periods.
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6. Segment Information

(a) Operating segment

information

From the perspective of the Group’s senior management,
it is considered that assessment of operating performance
is focused on the Group as a whole for the purposes
of resource allocation and performance assessment.
Therefore management considers the Group has one
reporting segment i.e. the integrated timber business.

The electronic consumer products business was disposed
of in 2010 (note 15).

Reconciliation of segment information to the information
presented in the consolidated financial statements has not
been presented, as the reconciling items are considered
to be immaterial.

(b) Geographical information

(<)

No geographical information is shown as the revenue
from external customers and non-current assets from
continuing operations of the Group are substantially
derived from activities or located in the PRC.

Information about major
customers

Included in revenues arising from the integrated timber
business are revenues of approximately HK$46,858,000
(2010: HK$45,084,000) which arose from sales to the
Group’s significant customers who individually contributed
over 10% of the Group’s turnover.

7. Revenue

An analysis of revenue is as follows:

Income from logging and trading of MR EE AR
timber and related products HEMBEE R WA

. REE

(b)

Sild

mEnEaN
EEERERERA  RORER
RAFERAME - %ﬁméﬁﬁ%

FEEREEER—EBE-
Jkt EEERAEEEA—EZ2
DR - B AMARER o

ETHEEMERCOCR T —ZF
HE (MizE15) -

HREREEREASTER » M
25D BEER R A M RA
HER 28k -

ih = &5k

B SR B2k B 9N B P 2 Mas e 3R
BRFEEEXEBZIERBDEEAR
MR APERANPE % - &
W 25| [E E R}

(c) FEZFER
REAGAMAREE 2 KEZBER
SEEAREF (AfhAERE %
HHIB10%) $HEELE 2 WED
46,858,000 L (=& — T & :
45,084,000/ 7T) °

25

2010

—E-FF

HK$’000 HK$’000
Ti#xT FET
53,677
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8. Other income 8. Hithlix A\
2011 2010
—F——f —E-TF
HK$’000 HK$’000
TF#Ex FHT
Continuing operations HEREER
Interest on bank deposits RITIFRZFLE 157
Sundry income ESAEN N 621
778
9. Other gains and losses 9. HftnilkmEEla
2011 2010
—F——fF —E-FF
HK$’000 HK$'000
Fi#x FAET
Continuing operations BEREER
(Loss)/Gain arising from changes in EMEEZ AT EED)
fair value less costs to sell of T EHE AN E A
biological assets 2 (B518)/ W (576,335) 83,498
Reversal of impairment losses on B OFEN LA ER
prepaid land lease payments REEE 12,286 —
Net gain on disposal of subsidiaries HEMRBAR W F58 = 66,572
Fair value loss on in equity investments  $2AF(ExH A8z 7 xR
at fair value through profit or loss, net & AT EEIE @ F58 (5,243) —
Gain on disposal of equity investments  HERAFETAEZR 2
at fair value through profit or loss, net IR ZARIEE WS © /F58 —
Exchange gains, net bE 5 s - JFEE 1,961
(568,917) 152,031
10. Finance costs 10. B FERY IR
2011 2010
—F——fF —E-FF
HK$’000 HK$'000
F#T FAT
Continuing operations BEREER
Interest on: LATIEE 2 A8
Convertible notes A IRRR =R 1,192
Other borrowings HAiEE —

1,192
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11. [Loss)/Profit before Tax

Continuing operations KHiEE XK

The Group’s (loss)/profit before tax is arrived at after charging/

(crediting):

Cost of inventories sold
Depreciation of property, plant and
equipment
Amortisation of prepaid land lease
payments
Lease payments under operating
leases for
— Leasehold land and buildings
— Motor vehicles
Auditors’ remuneration
Current year
Under-provision in prior years
Employee benefit expense (excluding
directors’ remuneration — note 12)
— Wages and salaries and
other benefits
— Retirement benefits scheme
contributions
— Share-based payments

Other share-based payments
Impairment loss on trade receivables
Impairment loss on other receivables
Exchange losses/(gains), net

11. BRiltan (/518)/ il

SE BB (B1R)/ 8FEMR (G

A)
2011 2010
—F——% —T-FF
HK$’000 HK$'000
Fi#Ex FT
BEEFEZKA 44,502
M - BERRBIITE
1,608
BT L F & FE 8
2,963
KERE 2SR
— HETHRETF —
— A= =
Z BTN &
REE 1,006
TEREBETE 328
EEBEFHALZ
(TREESHE — KiE12)
—IERF2R
EAb1EH 11,749
— RIREFF SR
148
— ARt BERE 2 TR 1,268
13,165
H b AR B ERE 2 3K 11,886

W E 5 BRI 2 R BB 1R
H it WK IR Z R (BB 1R
X (Wak) B51R - B
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12. Directors’ remuneration 12. EEiiE
Directors’ remuneration for the year, disclosed pursuant to the 1B FTTiE B R B A A AHEGIE 161 168
Listing Rules and section 161 of the Hong Kong Companies ByAEEESEHONT :
Ordinance, is as follows:
Group
%
2011 2010
—F——f —TFF
HK$’000 HK$'000
FH&T FET
Fees we 225
Other emoluments Efthi e
— Salaries and other benefits — e MEMER] 4,067
— Retirement benefits scheme — RIREFIFT IR
contributions 42
— Share-based payments — AR BERE 2 5K 1,268
Details of directors’ remuneration for the year ended 31 HEZZT——F+A=+—HLEFE
December 2011 are as follows: ZEEMEFFBUOT ¢
Retirement
Salaries benefits Performance
and other scheme related Share-based
Fees benefits contributions bonuses payments Total
HER BRI HER YL
(i HitiEH BN HEZRA ARRZOX fst

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tax Téx TF#x TF#x TEx Téx

Executive Directors HiTES

Mr. LEE Chi Kong ZERRE

Mr. JING Bin 2EEE

Mr. CHENG Man For BRI
Independent BUE#TES

Non-Executive Directors

Mr. CHEUNG Wai Tak REEEE

Mr. LI Xiang jun BN

Mr. CHEN Xiaoming R E

Total st
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12. Directors’ remuneration (Continued)

Details of directors’ remuneration for the year ended 31
December 2010 are as follows:

Executive Directors
Mr. LEE Chi Kong

Mr. JING Bin

Mr. CHENG Man For
Mr. LAW Wai Fai (Note)*

Independent
Non-Executive Directors

Mr. CHEUNG Wai Tak**

Mr. LI Xiangjun*

Mr. CHEN Xiaoming™

Mr. CHAN Chi Yuen*

Mr. WONG Yun Kuen*

Mr. ZHU Quang Qian*

Total

BITES
FHRIL A
FARL
BRELE

BRERLE (W)

BufHES

RE®LL"
FHRERLE"
RN A
RE&EL
BEELLE

it

HK$'000
THET

Salaries

and other

Fees benefits
ek

e HitnfgFl
HK$'000

FHET

= 1,000
= 700
— 982
= 1,385
= 4,067
56 =
M =
10 —
29 —
29 —
60 —
225 —
225 4,067

Note: Salaries and other benefits of Mr. Law included compensation for
early termination of service contract of HK$800,000.

ok

resigned during the relevant year

appointed during the relevant year

There was no arrangement under which a director waived or
agreed to waive any remuneration during 2010 and 2011.

12. EEME »
HE_ZTZTF+_A=1+—HILFE
ZEEMEFFBNT ¢

Retirement
benefits  Performance
scheme related  Share-based
contributions bonuses payments Total
RIRET BRR AR
SRR BT BERZAR @it
HK$'000 HK$'000 HK$'000 HK$'000
FA&T FHT THET FHET
12 = 235 1,247
12 = 469 1,181
12 = 235 1,229
6 — — 1,391
42 — 939 5,048
— = 141 197
— — 94 135
= = = 10
= = = 29
= = = 29
— — 94 154
— — 329 554
42 — 1,268 5,602
Misk - B FHE REMBNBERITRIL
fRT5E #).2 8518 800,000 & IT ©
* REBRFERT
> REBFEEZRE
MESEREXRENE_Z—ZFR

:2——&&17%@2;&3?
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13. Five highest paid individuals 13. hfimSiHMA L
The five highest paid individuals during the year included three FR - AUZEFHMATRE=( (ZF
(2010: four) directors, details of whose emoluments are set out —TF  Ofy) B - REZBEFEBED
in note 12 above. Details of the remaining two (2010: one) non- HRMEFE12 - REEBHR T (ZE—F
directors, highest paid individual, for the year are as follows: F: ) FESHREFTMA L ZFBEN
™
2011 2010
—ET——% —E-TF
HK$’000 HK$’'000
F#T FHT
Salaries and other benefits Fre REAmER 500
Retirement benefits scheme RREFIET B
contributions —
The non-directors, highest paid individuals remuneration were FEZERRTMALTZMESHRT0ET
all within HK$ nil to HK$1,000,000. % 1,000,000 &2 @ °
During the year, except as disclosed in note 12, no emoluments MAFERN - BRI 12MREEN - #
were paid to the five highest paid individuals (including directors EHRUSRTMALT (BRESRAEM
and other employees) as inducement to join or upon joining the BE) XNEAMSERMARR 2 Ze
Group or as compensation for loss to office (2010: Nil). SEHREE (CE—2F &) o
=
14. Income tax expense 14. FhiSiFEs<
2011 2010
~F——F —E-EF
HK$’000 HK$'000
FHET FAT
Continuing operations HEREER
Current tax: RFEERIA
Hong Kong BE —
The PRC I 19
Hong Kong profits tax is calculated at the rate of 16.5% (2010: BENEBHRAFENRBBEE 2EF
16.5%) on the estimated assessable profits arising in Hong JERBR AL E16.5%(ZE—FF :

Kong during the year. 16.5%) 5t & °
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14. Income tax expense Contnued)

During the year ended 31 December 2011, no Hong Kong
profits tax has been provided for as the Group did not generate
any taxable profits from continuing operations in Hong Kong
(2010: nil).

During the year ended 31 December 2011, no taxation arising
in other jurisdictions is calculated.

During the year ended 31 December 2010, taxation arising
in other jurisdictions is calculated at the rates prevailing in the
respective jurisdictions. Under the Law of the PRC on Enterprise
Income Tax (the “EIT Law”) and Implementation Regulation of
the EIT Law, the tax rate of the PRC subsidiaries is 25%.

The tax expenses for the year can be reconciled to the (loss)/
profit per the consolidated income statement as follows:

14. FhiSTHE @)

REE=ZZT—F+ZA=+—HLHF
B BAREEREBZRFECEERT
BEATMNERV RN QAT BRES
BREHR (CT—TF E)-.

BE_T——F+_A=t—HL*F
B WEAEREMEDERRELNHR
1 o

BE_ZT—ZTF+_A=+—HIL#HF
B EEMRDAEREE 2 BIATRIE
BERARECBITHEAE - REF
ERAFHE ([REAEHRZED REXE
PIBBUERE RG] PEMBRRZH
KE—R25% °

AFEBBRXE (BR)/ EHNEEE
Wan Rk 2 SRR T ¢

2011 2010
—5——% —E-TF
HK$'000 HK$'000
FHET FAET
Continuing operations HEREER
(Loss)/Profit before tax BREEAT (E59B) s (661,232) 81,571
Tax at Hong Kong profits tax rate BREBNEHNE16.5% &1
of 16.5% (2010: 16.5%) —T—FF 116.5%) (109,103) 13,459
Effect of different tax rates of FEEMENEERELE 2 B AR
subsidiaries operating in other 2R ER 2 52
jurisdictions 19
The effect of expenses not deductible N A[FIERFIS 2
for tax purpose M2 116,022 2,403
Tax effect of income not taxable BERBIRAZ
for tax purpose M E (10,299) (17,692)
Tax effect of tax losses not recognised ~ RIERFR A E1E 2 Fiis 52 2 3,380 1,830
Income tax expense for the year AKEEFSHRAX - 19
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15. Disposal group held for sale 15. KIFHEZIHEHE

On 8 April 2010, the Company entered into a conditional sale
and purchase agreement with Super Giant Assets Limited,
which is wholly owned by Mr. LAM Ping Kei, a substantial
shareholder and a former executive director of the Company,
to dispose of the entire interest in a subsidiary of the Group,

R-ZT—ZFFMA/\B - A &) & Super
Giant Assets Limited (B2 &) E BREE &
AATESMFEELELZERHE) 3L
€ £ B 7 K B A 7] E-Today Technology
Limited ([E-Today] * AR R EWB A

E-Today Technology Limited (“E-Today”) and its subsidiaries ANEEBCBEFHBERER) 2
carried out all of the Group’s electronic consumer products ERERTLBEGRGEEHE - EFH
business. The disposal of electronic consumer products BEMEB s HERESEZENEM
business is in consistent with the Group’s long-term policy to RNEH 2 REIBUR -

focus its timber business.

The disposal was completed on 23 June 2010. Details of the HEEBEERZZE—ZTFA=1+=H

assets and liabilities disposed of, and the calculation of the
profit or loss on disposal, are disclosed in note 35.

The discontinued operations’ results of electronic consumer
products business for the year were as follows:

SERK ° Fﬁﬁ%ﬁé&ﬁﬁZﬁla&ﬁ%
Z Bart B MIFE 35 15 -

AERETHBEEREBZORIERE
R ZFREWT ¢

2011 2010

—E——f -5

HK$’000 HK$’000

FET THT

Revenue Wz 204,071
Cost of sales SHER A (187,873)
Other income E AU A 832
Selling and distribution expenses SHE R HAX (6,958)
Administrative expenses THFAZ (10,866)
Other expenses Efhhass (5,664)
Loss before tax BRBTRIE B (6,458)
Income tax expense PSR (633)
Loss for the year KEEFEE (7,091)

At the end of the reporting period, none of the electronic
consume product business classified as hold for sale, as the
disposal was completed on 23 June 2010.

Dividend

No dividend was paid or proposed during 2011, nor has any
dividend been proposed since the end of the reporting period
(2010: Nil).

RIEML - HEE %ﬁ;ﬁ?‘ﬁuuﬁﬁ%n
BERHEHE  BRAHEER-Z
FRA-tT=BZEK °

=]

—T - FWEIRMNREIRBE - A
WE MR ARTEFREMRE (ZF—
TEE) -
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17. (Loss)/Earnings per share

From continuing and discontinued

operations

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

data:

(Loss)/Earnings

(Loss)/Earnings for the purpose of
basic earnings per share
((loss)/profit for the year attributable to
owners of the Company)

Effect of dilutive potential
ordinary shares:
Interest on convertible notes

Earnings for the purpose of
diluted earnings per share

Number of shares

Weighted average number of
ordinary shares for the purpose of
basic earnings per share

Effect of dilutive potential
ordinary shares:
Share options issued by the Company
Convertible notes

Weighted average number of
ordinary shares for the purpose of
diluted earnings per share

(E518)/ &7

AESRER (BR)/ BRHMH

Z8A (REEEA

EIEAFE (BR) 5H)

BEETERR I TE

AHRRREZ S

SHEERESE RN R Z AR

Bin& A
AHEERELRRN A

Z BB T
BEETT AR

I So Pl iy
QRS

AHEERESE RN A
2 E BB T8

e

rE

17. 8% (B18) /&l

RBRERERILESRER

REAEBEANREERERNREERN T

REBETIIBURAE -

2011
—e——%
HK$’000
F#T

(658,285)

2011
—E——%
Number of

shares

400 4=

4,035,035,620

N/A F@ER"
N/A F@ER"

2010
—FFF

HK$’000
TAT

74,461

1,192

75,653

2010
—E-TF
Number of
shares

inE B

3,298,576,581

5,748,551
1,192,320,000

4,496,645,132
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17. (Loss)/Earnings per share 17. 8i% (E8) Bl )
(Continued)
From continuing operations RERESEEK
The calculation of the basic and diluted earnings per share from NEEEANEBERBERFELEEBER
continuing operations attributable to owners of the Company is HAREFEZF RE 5 8EE ¢

based on the following data:

(Losses)/Earnings figures are calculated as follows: (B518) /BNBEFTIIETRTH -
2011 2010
—F——F —T-FF
HK$’000 HK$’'000
THT FBT
(Loss)/Profit for the year attributable RREE ANBEARFE
to owners of the Company (B1|) /&5 (658,285) 74,461
Loss for the year from REBRIHEEEBE 2
discontinued operations NEFEE 7,091
(Loss)/Earnings for the purpose of TERBFELEES
basic earnings per share from ZEBRERBFIEFAZ
continuing operations (E8) /&7 (658,285) 81,552
Effect of dilutive potential BTk 28
ordinary shares:
Interest on convertible notes AREE TS N/AFER" 1,192
Earnings for the purpose of STERARBELEETR
diluted earnings per share from 2 ERESERFIFTA .
continuing operations B N/A F@ER" 82,744
The denominators used are the same as those detailed above L ERERREERF T IEMAR B
for both basic and diluted earnings per share. FTHE o
# No diluted loss per share has been presented for 2011 as the # WE25 T ——FHEREEES -
share options and convertible notes outstanding have anti- B ABE TR ARTTEE ARSI I AT A%
dilutive effects on the basic loss per share amounts presented. EREMEINEREAEEAS RS

SERE
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17. (Loss)/Earnings per share

(Continued)

From discontinued operations

During the year ended 31 December 2010, loss per share
for the discontinued operations is HK0.215 cents per share.
The calculation is based on the loss for the year from the
discontinued operations and the denominators detailed
above for basic per share. No diluted loss per share has been
presented for 2010 as the share options and convertible notes
outstanding have anti-dilutive effects on the basic loss per share

amounts presented.

Prepaid land lease payments

The Group’s prepaid land lease payments represent land use
rights in the PRC under medium term lease:

At 1 January

Disposal through disposal group
classified held for sale

Amortisation for the year

Reversal of impairment losses

Exchange realignment

At 31 December
Classified as current portion

Classified as non-current portion

Kn—HA—H
BBHENER
FEHEMEEMEE
F R

R EER R

BEE S SR

Wt—A=+—H
DI RENERER A

R FEEN AR

17. 8% (5E) Bifl «

kBB TSN

BE_ZT-THE+-_A=+—HLHF
B DRIEREXRBZEREBRRER
021578l « WWIHRBE K IEREEKZ
AEEEREE ERAESRER ZEM
FHE o RN ARTTER Z R K AT R AR
REREMENZEREAEREEAE
REFHE  RALBER_—F—FTF27|

BhEEEE -

At Tl SE

SEZENTHHAERERETHEE

ERESAEN T ERE

2011
—e——%
HK$’000
Fi#xT

61,311

(1,561)
12,286
3,238

2010
—ET—FF
HK$'000
FHT

87,512

(24,875)
(2,963)

1,637

61,311
1,521

59,790
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Leasehold
improvements,
furniture,
fixtures,
equipment

and motor Construction

vehicles In progress Total

HEYREE -
RiE - EEMEY

BERSE EETR st
HK$’'000 HK$’000 HK$’'000
THET FHT FET
Cost: B

At 1 January 2010 RZZE—ZF—H—H 4,238 = 4,238
Additions NE 2,139 — 2,139
Disposals if=— (1,514) — (1,614)
Exchange realignment M 5, B 92 = 92
At 31 December 2010 R-ZB—Z2F+_H=+—H 4,955 — 4,955
Additions NE 5,559 10,596 16,155
Disposals k= (283) — (283)
Exchange realignment bE X 362 288 650
At 31 December 2011 R-FE——F+”"A=+—H 10,593 10,884 21,477

Accumulated depreciation: ~ ZEFHTE :
At 1 January 2010 Rn—E—2EF—HF—H 1,696 — 1,696
Provided for the year F R 1,608 — 1,608
Written back on disposals R &R (652) — (652)
Exchange realignment HE 5, 8 B 30 — 30
At 31 December 2010 R-ZE—ZFF+_A=+—H 2,682 — 2,682
Provided for the year FANRE 2,744 — 2,744
Written back on disposals B & B Bl (187) = (187)
Exchange realignment bE X 210 = 210
At 31 December 2011 R-FE——F+"H=+—H 5,449 — 5,449

Net carrying amount: BREFE -
At 31 December 2011 R-E——F+=ZA=+—H 5,144 10,884 16,028

At 31 December 2010 R-ZE—ZFF+—-_A=+—H 2,273 — 2,273
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20.Biological Assets 20. K& &E
2010
—E-TF
HK$’000 HK$’'000
F#HxT FAT
At 1 January n—A—H 3,777,057 3,591,610
Direct sales BERLE (28,493) (34,430)
(Loss)/Gain arising from changes EMEE N TERER
in fair value less costs to sell of HEKRANEL Y (B18)/ W
Biological assets (576,335) 83,498
Exchange realignment e H T 171,171 136,379
At 31 December R+=ZA=+—H 3,343,400 8,777,057
The analysis of fair value of biological assets by location is as EMEE A ERE DRI T ¢
follows:
2010
—E-TF
HK$’000 HK$'000
F#xT FET
The PRC =a
Hebei e 29,863 34,941
Yunan =5 3,313,537 3,742,116
3,343,400 3,777,057
At 31 December 2011 and 2010, the Group’s biological assets RZE——FRZZF—ZEF+=A
were valued by an independent valuer, LCH (Asia-Pacific) =+—H8 SBEZEMEETHBILA
Surveyors Limited. BRIFEE TR SR AR A REE -
Land related to biological assets are separately disclosed and HAMEEEB 2 T HERHEE - W

accounted for under prepaid land lease payments. FTAFER LA EFIET -



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

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

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

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

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

o Species of the standing trees;

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

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

The valuer understands, that it is the intention of the Group to
sell the biological assets as i) round logs to sawmills in their
respective locality, ii) raw material in its solid and engineered
wood factory and iii) process some of the harvested timber
to sawn timber in its sawmill. Factors considered in selling
harvested timber are location of the forest area, species of
timber, volume of timber and requirement of the Group’s
subsidiaries owned factories. The valuer has assumed in its
valuation that the entire inventory will be sold in their respect
locality as round logs since the Group’s subsidiaries intend to
use only a small quantity of the timber for processing in owned
factories.
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REBEFEZEAGER - SEME
2ERRFEZHAZEFEREF LR
mER=RMHETE  ABRTEHHEE
ERBAMECREETNE - EEE
DEBAAMZZEER I BEURELZ
WITHEK A BEME AR EEZ A
MBERFEREE  USEAB2MEE
BE - WHEZZERNERR  BE1TM
BRRAKEZ28 HERRESRE
BENHZEBEREREIRELREHREY
Ko AR T FRS WB 2 (B AR

ERBMIZHEERR - [HEMEZEMN
&R

s THEMEEZEMzFHERAREK
B

o HBRFAZEAZHSELNER
M

o DBPH - LERE - BAERE
RE R 28

o ERTAMAZEE:

s REEFMERHZIEHABRAME
EBEZAVEE R

o  ERETEZEARERERSEMA
TR ZBRANA - BERKA - A
ERES REAMRBEMA -

REMAE  SEEESEMEEER
VEM - EFRESEAEMEZENR
T i) BRI & T REAR KA A AN R
i) #B 40 B BR O & T 5B AR AN A BR IR X
RIGSEY) 2 AHF o B E BRI AT
ERZARB/MG ZAEME - AMZ
W AMEFERRETFEEEZME
RAIRE Z B IABRRE - (AERDER
ERETERREBAMEFELSER
EXRBEZAERABMEALE B
SEMBAREABREARTHERE
DEAM -
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20. Biological Assets (Continued)

During the valuer’s on-site inspection, the valuer was informed
that young and mid-age trees are also marketable but at lower
prices compared to near mature, mature and over mature trees.
For this reason, the valuer has valued the entire timber inventory
in the Forestry Reports.

In valuing the inventory of standing tree using the market
approach, the valuer has used the average mill gate round log
prices taking into consideration tree species, age and location.

Reasonable recovery rates to allow for losses before and
during harvesting as well as costs required to harvest and
transport the timber from the forest to local point of sales were
then deducted to arrive at its opinion of value. The other costs
that were considered in the valuer’s valuation are: harvesting
and transportation cost to main road or point of sales, local
and national taxed fund, forestry road allowance and forest
management cost.

Investment in subsidiaries

Unlisted shares, at cost JE LMD - A E
The balances due from subsidiaries included in the Company’s
current assets and current liabilities are unsecured, interest-free
and have no fixed terms of repayment.

20. & =E »)

EEWERMA - HEMSEHE ¥
BB A EMS EHE - EEEIR
K EREREFEZHARBRAERR
B ERULIER - AEMD AMEXER
ENZERAMIFEETTHEE

REMERAMSEEIYRBEEZ
BWAZFEETHER  SRABAMK
ZEMFHE (B ABARE - ik
PRAEMOES) FTHE

HEMZAEEREFAGEZBEX
(B BERICAT R BRI B 2 R IEEMR - A
FOBR SR K AR e A M i 22 SH 4 B
B ZA) - (hEMEGREREEEZ
HMADRIA WK EHE KR
HEMZKA  EHEERHEES
MRERFRL RARME IR

21. RiiEAGZIRE

2011 2010
—2——4 LS
HK$°000 HK$'000
Fign i

FRARBZRBEERRBAEZ K
MEBARZEHRSEER 28 NER
EEERR -



21. Investment in subsidiaries

(Continued)

Particulars of the principal subsidiaries are as follows:

Name
INGEL

Green & Good Group Limited
(“Green & Good')

B REBRRAR (25

Leeka Wood Co., Ltd.
(“Leeka Wood”)

g2 BARFRRAR
(M EA%])

B2ERE (BE) BRAR

Superb Summit (Hong Kong)
Management Company
Limited

Fig (B%) ERERAR

IRFRETESHE
ARAT

Felicity Max Limited
BEARAA

Superb Summit International
Exchange and Logistics
Company Limited

FEERZHMRERAR

Place of
Incorporation/
establishment
and operations
AL/ L
REXHE

British Virgin
Islands

RERIES

The PRC
FE

The PRC
G

Hong Kong
&R

The PRC
PE

British Virgin
Islands

RERIEHS

Hong Kong
&k

Nominal value of
Paid-upshare/
registered capital
BiRE/
HMEAEE

Ordinary US$100
LRI 100 T

RMB100,000,000
AK%100,000,0007C

RMBS5,000,000
AE#5,000,00070

Ordinary HK$1,000
E@K1,0008T

RMB23,000,000
ARH 23,000,007

Ordinary US$10
LER10%ET

Ordinary HK$10
EER105T
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21. RiiBASlZikE »)

TEMBRRZFHBNOT

Percentage of equity
attributable to the Company
DRAEEREEN

2011 2010
3£ “E-TE

DI GRS Direct  Indirect
B# [} B% ik

100 -

100 -

100 -

Principal activities

IEXH

Investment holding

RERK

Exploitation and management
of timber resources

GEY G298V

Exploitation and management
of timber resources

FRLEENASR

Provision of
management services

REEERS

Provision of platform for
timber trading

REANZHNT
Investment holding

RERK

Investment holding

BB
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21. Investment in subsidiaries

(Continued)

Name
CEL

BREAHR ST (K2)
BRAF
(Superb Summit Timber
Exchange Market (Tianjin)
Co. Lid.)(Note) (FifzE)

HRERES (K2) BRAA
(JinHui International Trade
(Tianjin) Co. Ltd.)

(Note) (i)

HEENE (K2) BRAR
(Linboyuan Science
and Technology (Tianjin)
Co. Ltdl) (Note) (Fit3E)

BRI (R2) BRAF
(Linboyuan Logistic (Tianjin)
(Note) (FzF)

Place of
Incorporation/
establishment
and operations
wEM AL/ B
REFIHH

The PRC
G

The PRC
FE

The PRC
G

The PRC
G

Nominal value of
Paid-upshare/
registered capital
BiRA/
HMEAEE

RMB12,628,650

AE%12,6286507

RMB12,627,600

AE$12,627,6007

RMB4,925,174
ARE 49251747

RMB4,925,174
ARE49251747C

21. RMB AT ZIRE =

Percentage of equity
attributable to the Company
ARAEEREEN

2011 201
g -z
Direct Indirect JEEDICo
ER B .
N/A
Tam
N/A
TEm
N/A
@R
N/A
TER

0
TF
Indirect

3

N/A
TER

N/A
TEH

N/A
TER

N/A
TR

Principal activities
IEEH

Investment holding

RERR

Management of port and
trading of timber
ERBORANES

Research and development
new energy

MEsaER

Provision of logistics services

REmRRTS
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21. Investment in subsidiaries 21. RiiBASlZikE »)
(Continued)

Place of
Incorporation/ Nominal value of
establishment Paid-upshare/

and operations  registered capital Percentage of equity
Name SMEL/ AL BB/ attributable to the Company Principal activities
NAER REXME AMEAEE ARAEERKEN TEXH

2011 2010
= %5
Direct Indirect Direct  Indirect
BE g B% ik

HEEAE (X2) BRAZ  ThePRC RMB4,925,174 NA  NA  Salesof building materia
(Linboyuan Timber (Tianjin) H ARE4,9251747C ~ER  MER and timber
Co. Ltd) (Note) (Ff3E) SHEREMB RN
WEEMER (K2) BRART  The PRC RMB7 577,190 N/A N/A  Property management
(Linboyuan Peality Service i ARE7 577,190 ~ER  NER MEER

(Tianjin) Co. Ltd.)
(Note) (FtzF)

WEEAMSG (K2) BRAF  ThePRC RMB1 641,725 N/A N/A Sales of building material
(Linboyuan Wood Product # ARE1641,7257C NER  TEA and timber
(Tianjin) Co. Ltd) HERENR R
(Note) (FizE)

Note: The company was established in 2011. MIaE ZARIR =T ——FKIL °
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21. Investment in subsidiaries 21. RHIBE Aol ZIRE »)

(Continued)

RZZE——F £EE & EE-Today &
EMBARURBEGEZZRNEEGRA
A (HEgecz])  LHE—BEWHBEA
Al ZENEZE—FFBEANGEEY
TEIRKRIFE3E ©

During 2010, the Group disposed E-Today and its subsidiaries
and MHEGZZEAEAR AT (“Hunan Leeka Wood”) and
struck off a subsidiary. Further details of these disposals are
included in notes 35 to the consolidated financial statements.

I BB X B A e AR I F R B
BB EAERES

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

EERA/ LERABEINZABRMEL
A HAFEXEBKIBZZENEE
BEEFEZEIZEMD EFRR - T
HEMHMBARZHAENGSAE
RILE °

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

REmEHSEZIRS

22. Investments in jointly- ee
controlled entities

As at 31 December 2011, the Group had interests in the

R-_ZE——F+-_A=+—HB &E#%
following significant jointly-controlled entities: =

BATEAAREHER 22

Proportion of
nominal value of Proportion of
Place of registered capital voting power
establishment Class of held by and  Principal
Name of entity and operations Shares held the Group profit sharing  activities
EEmHERREA Fribi S
EReE BILRE £ s Rl EfE L Riafeh  FEEH
AMHERARANR S The PRC Registered capital 70% 70%  Measurement, inspection,
BREMARTA H of Renminbi technology development
(‘RMB") 1 each and sales of timber and
HMEAERERE building material
AR ([ARE )17 A REMZGHE  BE
BFAZEREE
FEFEAEERAR  ThePRC Registered capital 70% 70%  Sales of building material
H of RMB1 each and timber
HEASREE SHERM RAM

AREAT
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22. Investments in jointly- 22. REREHSEZIRE @
controlled entities (Continued)
The summarised financial information in respect of the Group’s TXEHINEEBREREG T ERER 2B
interests in the jointly-controlled entities which are accounted for BERBE - THRZFARE AL G
using proportionate consolidation with the line-by-line reporting SE5IEE

format is set out below:

2011 2010
—F——F —TFF
HK$’000 HK$’000
F#xT FET
Non-current assets B EE 182 222
Current assets MENVEE 4,414 5,874
Current liabilities neaE (1,676) (2,838)
Net assets BEFE 2,920 3,258
Income WA 12,924 15,412
Expenses =53 (13,514) (18,251)
Loss before tax BRETRIE B (2,839)
Income tax expense FrS iR > (19
Loss for the year AEEFEGE m (2,858)
23. Equity investments at fair 23. BRATEFAEGZIRK
value through profit or loss 8
2010
—E-FF
HK$’000 HK$'000
F#xT TR
Listed equity investments in Hong Kong, &8 &) iR ARIEE
at market value EmE —
The above equity investments at 31 December 2011 were RZE—F+=ZA=+—H0 " Liuifx
classified as held for trading and were, upon initial recognition, TIEEDHERIFIEREE - WP HER
designated by the Group as equity investments as at fair value HHEEETAEAFETABREZR
through profit or loss. TIEE -
The market value of the Group’s short term investments at the RiER SEAUEHRER B HEENE
date of approval of these consolidated financial statements was HAR & M) {E 494 4,200,000 % 7T ©

approximately HK$4,200,000.
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24.Trade receivables 24. [Blx S A RIE
2010
—E-TF
HK$’000 HK$’'000
Fi#xT FAT
Trade receivables FEWE S ERIE 239
Less: allowance for doubtful debts B REREE —
239
The Group normally allows credit terms ranging from 30 to 90 EE-—BETEFOEHZEER-
days to its customers.
An aging analysis of the trade receivables net of allowance for RIFHERREBAME DR REHLE
doubtful debts at the end of the reporting period, based on the WE SRTE (MBRREERE) 2RO
date of recognition of the sale, is as follows: LU
2010
—E-TF
HK$’000 HK$'000
FHTT
0 - 30 days 0-30H 210
31 - 60 days 31-60H —
61 - 90 days 61-90H —
Over 90 days cO)=0> 29
239
In the opinion of directors, the Group has provided sufficient EEZRA SECORZSEAHIER

impairment on those trade receivables which are past due. B S5 RIBTIR ZHRERE -



24.Trade receivables (Continued)

Movement in the allowance for doubtful debts is as follows:

1 January —H—H
Impairment losses recognised FEWE 5 RIBER
in respect of trade receivables ZBEEE
Amount written off as uncollectible YEATAIIREIE B #idE 2
Exchange realignment M 5 AR
31 December +=—A=+—H

As at 31 December 2011, included in the allowance for doubtful
debts were individually impaired trade receivables with an
aggregate balance of HK$31,000, which is 1 year past due.

The Group did not hold any collateral over these balances.

25. Prepayments, deposits and
other receivables

Prepayment TEfSFRIE

Deposits A

Other receivables H fth e RIE

Amount due from a jointly-controlled FEUE R & B2~ 518
entity

Amount due from a related company JE U BB A B 2 5B
— (“G&G Wood") — ([#z=AHm])

The amount due from a jointly-controlled entity and a related
company is unsecured interest free and has no fixed terms of
repayment.
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24.[EIlNS50RIA »)

RERBE 2 #FENT
2010
—E-FF
HK$’000 HK$’000
FExT FHBT
14,721
o (14,721)

N-ZZE——FE+-A=+—H REE
HEFERERERELE @ —F 2 EK
BHSHRIE - HrEEEA31,000/87T °

SEYENLZFEHRTHTMERR -

25. FAfdFKIA « IR HilfE
oy ]

2010
—E-FF
HK$’000 HK$’000

F#HxT FAET
9,802

116
33,566

5,983

54,797 49,467

P KRR I B B8 KR BE B R B Z SRIB /S
EEM - A EREEEERS -
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26.Cash and cash equivalents

Bank balances RITHERR
Cash in hand SHIR &

Cash held in a licensed corporation R EERE 2B S

Cash and cash equivalents from continuing operations are
denominated in the following currencies:

Hong Kong Dollars BIT
Renminbi AR
US Dollars ET

Cash and deposits with banks of HK$1,861,000
(2010:HK$6,509,000) for the Group are denominated in RMB,
which is not a freely convertible currency and the remittance
of funds out of the PRC is subject to the exchange control
imposed by the PRC government.

Deposits with banks are interest bearing at the prevailing market
rates.

26. RS EEIAE

The Group
%

2011 2010
= S —T-TF
HK$’000 HK$’000
Fi#ERT FHET
6,551
136
93,277
5,713 99,964

SEREEBAEEZRERREEE
HEATIIEESIE

2011 2010
—F——F —TFF
HK$°000 HK$'000
FHET FET
93,402

6,509

53

B 2B & RR17TF 51,861,000 7T
(ZE—F % :6,509,000/87T) JHAA
RERE  AREIIEAERLBRZE
¥ BESEPEELHBEETRRBT
B2 SNEEH

RITFFIRRITIISNRFTE



27. Trade payables

An aging analysis of the trade payables at the end of the
reporting period, based on the receipt of goods purchased, is

as follows:

0 - 30 days

31 - 60 days
61 - 90 days
90 - 180 days
Over 180 days

Other payables
Accruals
Receipt in advance

Amount due from a jointly-controlled

entity

Amount due to a related company

— G&G Wood

0-30H

31-60H
61-90H
91-180H
180 HIA L

£28. 0ther payables and accruals

H At A 5RIR
et IR
FEWHRIA

RS [RI4% i B B 2 50R

FE S RARS A B 2 TR
— RRZ BRI

The amount due to a jointly-controlled entity and the amount
due to a related company are unsecured, interest free and have

no fixed terms of repayment.
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27. [EE5RIA

REMERE 2EWMKEZ B HME D 2R
THRENEZRBZREOTOT

2011 2010

o ad - ==
HK$’000 HK$’000
FHT T

28. HfthFE {4 zX 1A [E 51 =K 1A

2011 2010
—F——F —TFF
HK$’000 HK$'000
FHET FET
32,960

2,988

12,768

570

P SRR I B B8 S BB 2 R M RIR
BEM  2EMEEEEERAR -
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29. Deferred taxation 29. iEERIE
No provision for deferred tax had been made as the Group did SERE ijﬂﬁﬂijiﬂiﬁﬁi_kﬁ
not have any significant unprovided deferred tax in respect of 15 T ESLEERIBELBE (=2
the year (2010: Nil). TF E\E)o

30. Convertible notes 30. ORI = HE
On 27 November 2009, the Group completed the acquisition R-ZEZNFE+—HA=-++tH £8%
of 30% equity interests in Green & Good, which owned 100% KABEEEAER AT ([Bx]) WiEsk
equity interests in Leeka Wood from Superview International 20N BRAER BB BEIE
Limited (“Superview”), the Company issued convertible notes RE100% AR - ARIBITAIRRE
(A) (the “Convertible Notes (A)”) as partial settlement of the BN ([ (A)]) A3 dkEE
acquisition consideration. RIE -
On 27 November 2009, pursuant to the release of the counter RZZEZENF+—AZ+E8 &%=
guarantee obligations of Leeka Wood and G&G Wood under RERZZEZAHGBEB 73’\&5*1%[5%
the Counter Guarantee Agreements. The Company issued TZRERBETERR - RRIAEBESR
convertible notes (B) (the “Convertible Notes (B)”) to Superview 1T AR =A% (B) ([ ATHRAR ZR1E (B))) LAKS

as the partial settlement of the consideration. HERRRAE -



Each of convertible notes is bifurcated into liability component
and equity component. The equity component is presented
in equity heading (“convertible notes equity reserve”). The
movement of the liability and equity components of the
convertible notes for the year is set out below:

Date of issue
Maturity date
ZEITHH

2HA

Liability components

At 1 January 2010

Interest expenses

At 31 December 2010 and 1 January 2011
Interest expenses

At 31 December 2011

Equity components

At 1 January 2010

Conversion of convertible notes

At 31 December 2010 and 1 January 2011

Conversion of convertible notes

At 31 December 2011

SZEEARMNERRAT | 3 ——FFHE

EABRERET D RAERD RS
0o e as BB 0 1 ([ AJ R B 343 4 2 o
) 2 EENFIE - AIRREEREZEE
R EB IR FA 2 EFEFIT -

Convertible Notes
Notes (A) and (B)
AR A) & B)

27.11.2009
26.11.2012
—EERF
+—A=++H
—E——F
+—A=+7xH
HK$’000
FHET
& fEERH
Rn—E—2F—H—H 153
AMBERXZ 1,192
RZZE—ZEF+-_A=+—H
r—ZT—F—F—H 1,345
B 433
RZZF—F+=-A=+—H 1,778
HE R ER D
R=—E—ZEF—H—H 334,151
EM AR R IR (159,624)
R-_E—ZF+_-_A=+—H
r—F——%F—H—H 174,527
EIM AR IR (117,826)
RN-_ZE——F+_-_A=+—H 56,701
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30. DIRIRRHE ()

30. Convertible notes (Continued)

ACQUISITION OF 30% EQUITY INTERESTS IN GREEN &
GOOD GROUP LIMITED AND RELEASE OF COUNTER
GUARANTEE

The principal terms of the Convertible Notes (A) are as follows:

Date of issue 27 November 2009

Aggregate principal amount  HK$417 million

Denomination in multiple of ~ HK$10,000,000

Interest rate per annum 0.2%, payable annually in arrears
Conversion price applicable  HK$0.50 (Note)

Maturity date 3 years from the date of issue

The principal terms of the Convertible Notes (B) are as follows:

Date of issue 27 November 2009

Aggregate principal amount  HK$382 million

Denomination in multiple of ~ HK$10,000,000

Interest rate per annum 0.2%, payable annually in arrears
Conversion price applicable  HK$0.50 (Note)

Maturity date 3 years from the date of issue

Note: Conversion price was adjusted from HK$0.05 to HK$0.50 due to
the 10 to 1 share consolidation on 23 October 2009.

(a) Conversion period

The holders of the Convertible Notes (A) and (B) shall have
the rights to convert the whole or part of the principal
amounts of the Convertible Notes (A) and (B) into shares
at any time and from time to time, following the date of
issue up to (but excluding) the period of three business
days ending on the maturity date. The shares to be issued
and allotted upon conversion shall rank pari passu in all
respects among themselves and with all other ordinary
shares in issue by the Company on the date of such
allotment and issue.

WEgAR Z ZEEARA R 30% BRA# S
B SRR R IR

A RIR (A) 2 EEGERAT

BTAY —EEAFT—A=1+tAH
Re4EE 417,000,0007%8 7T

FEFZH  10,000,000/87T

TR 02% AR —FMNE—X
BRABRE 05087 (i)

FE3R BITARMRA=F

REES {PESIES S ulNE

BTAE  —ZETNF +—AZ++H
RE&4E 382,000,000 7T

FERZEH  10,000,000/87T

FFI = 02% * AW —FMNE—X
HABKRE 05087 (i)

F|HAA BITHHBA=ZF

Mzt - mREEMRN —ETAF+HA - +=H
ZE8TRAHR—BZBN G HH0.05
LB ZE 0.5087T °

(a) Rz

ARRRER A KRB HEARER
HTHHREE (BETE%KE) 2184
BIE=A%% A5 HREER KA
B 22 BP R AR 10 FTHA R RIR (A) &2 (B)
RSB BBBD - RABREKT
BOTREZRZBEDEERBE IS
BREREGEERELZITER AR
ZFEEMERETERREFARSE
AL o



The Company shall be entitled to serve a written notice
to the holder of the Convertible Notes (A) and (B) to
convert the whole or part of the principal amounts of
the Convertible Notes (A) and (B) into shares at any time
and from time to time, following the date of issue of the
Convertible Notes (A) and (B) up to (but excluding) the
period of three business days ending on the maturity
date. The shares to be issued and allotted upon
conversion shall rank pari passu in all respects among
themselves and with all other ordinary shares in issue by
the Company on the date of such allotment and issue.

The Company shall have the right to redeem any portion
of the Convertible Notes (A) and (B) outstanding at an
amount equals to the principal amounts of the Convertible
Notes (A) and (B) together with any interest accrued
thereon in its sole and absolute discretion at any time
prior to the maturity date.

The Convertible Notes (A) and (B) contains liability
component, equity component and an embedded put
option and redemption option. The equity component
is presented in the consolidated statement of changes
in equity under the heading of “convertible notes
equity reserve”. The effective interest rate of the liability
component is 0.2% per annum. The directors of the
Company have assessed the fair value of the Convertible
Notes (A) and (B) as at 27 November 2009. The methods
and assumptions applied for the valuation of the
Convertible Notes (A) and (B) are as follows:

The fair values of liability and equity component were calculated
based on the assumption that the Convertible Notes (A) and
(B) are highly probable to convert into Company’s shares.
Therefore, the fair values of the Convertible Notes (A) and (B)
have minimal liability portion and substantially represents the
equity portion of the Convertible Notes (A) and (B).

The Group’s Convertible Notes (A) and (B) issued during 2009
were valued by LCH (Asia-Pacific) Surveyors Limited.

SFEEARMNERRAT | —F——FEFHR

RRERERABREZEA) & B)FF
ﬁA%ﬁiﬁLﬂ AR AR AR SR
BAMBETAHEAEE (BT
Bi5) BIEA JJ::1I SXBRLEH
I B By % B S 22 T e AR 4 AT 4R
SBRARBAZBABRSERND -
PSR T 31T R BC 3 2 B0
EFETEESEEMEREREER
BITERRRIZABHEMERITE
BIRFBRFHAL

NEERENDEERIRER 2 REBE
BHEENRABREZRARBAE
BEREMERRERT B 2 2 BE
Bl {Efa 2R 0 AR E AR IR (A) )2
B -

A®RBEEREANMNBE = & &S
-~ E=EH - mkiwﬁ%%&
%@L%% B AR A A
""""" FEgR o [k EEESREE]
WIER - BEHN 2 ERFE AT
F02%° AAIEFZ AT RK
ZEEAMBR_ZEZENF+—A
ZTtERZATE - ATBEEEA)
N B)HEFTER 2 7% RERE
T

BENERBOZ A FETIREATRER
S8 A) R B) ABRARFRMD 2 AR
SmarE - Bt - IMEREA LB Z
REEMBEEZRERNED  £2HE
ARRRIR (A) J (B) 2 & EB1D

%EﬁzgghiﬁﬁZT%kmﬁH
BRI TR EEER A REITHE

Xt A
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31. Interest-bearing other

borrowing

Current
Other loan — unsecured

The Group’s other loan is unsecured,

annum, and repayable within one year.

32. Share capital

Authorised
Ordinary shares of HK$0.1 each
at 31 December 2010 and 2011

Issue and fully paid

Ordinary shares of HK$0.1 each
at 1 January 2010

Issue of new shares upon conversion
of convertible notes (Note (a))

Ordinary shares of HK$0.1 each
at 31 December 2010

Issue of new shares upon conversion
of convertible notes (Notes (b))

Repurchase of ordinary shares
(Notes (c))

Ordinary shares of HK$0.1 each
at 31 December 2011

31. Hins1 288

2011
—g——%
HK$’000

F#xT

RN EA
HAi B — B

bear interest at 5% per
ATERE—FRER -

32. IRk
Number of
shares
B#EE
BE
RZE—TERRZT—F
+-A=+—H
BREEC10BITZ TEE 10,000,000,000
BRITRHR
RZE—ZTF—H—H
SEREECA BTz LBk 2,892,896,581
RER AR R IE N
BTG (M3 (@) 735,960,000
R-E—ZFF+-_F=+—H
BREEN BTz EER 3,628,856,581
RER AR IE N
BITHRG (H=E D) 575,240,218
FEARRS
(BT3E () (7,940,000)

RZB——%F+-A=+—H

BREEA BTz EER 4,196,156,799

SEOHEMERAEEIR

2010
—T-TF
HK$’000
FET

BENEE%

Amount
&8
HK$'000
TAT

1,000,000

289,290

73,596

362,886

57,624

(794)

419,616



Notes:

The movements in the share capital during the year ended 31
December 2010 and 2011 are as follows:

(@) Convertible notes holders had converted their convertible notes
into 735,960,000 ordinary shares during 2010.

(b)  Convertible notes holders had converted their convertible notes
into 575,240,218 ordinary shares during 2011.

() During the year ended 31 December 2011, the Company
repurchased 7,940,000 ordinary shares on the Stock Exchange.
These repurchased shares were cancelled immediately upon
repurchased. The total amount paid to acquire these ordinary
shares of HK$2,041,000 was deducted from the shareholders’

equity.
Total number of
ordinary shares
Month of repurchased
repurchases BEz A B8 (5] Y 3 3 PR AR B
May 2011 —Z——%1A 3,395,000
June 2011 —ZT—%F<A 4,545,000

7,940,000

SZEEARMNERRAT | 3 ——FFHE

MiaE -

BE_ZT-TFR-F——F+-A=1+—H
LFEEZRAEHNAT

(@)

AR EEEAEAER T —TFEHE
A H % 22 45 8 38 AY 735,960,000 A%
B

s

puus

AHMBERESEAER T ——FKE
Al R B E A K 575,240,218 K 3
B o

i

HE-_Z——&+-A=1+—HBI*%E
&+ A ‘R B 2 P 81 7,940,000 AR
B - WEBEEAAHD DR E R &R
BRek ol o W It S EmAR AT M 42 28
2,041,000 P T HEAR SR Az AR OB ©

Price per share Aggregate
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RS =ik 2 RERR

HK$'000
THTT
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2,041
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3. BExiEstE

33. Share option scheme

On 11 November 2011, the Company adopted a new share
option scheme (the “New Scheme”) as the share option scheme
adopted 14 September 2001 (the “Old Scheme”) expired on
13 September 2011. The New Scheme became effective on
11 November 2011 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

All the share options granted under the Old Scheme for an
aggregate of 794,000,000 shares of the Company lapsed on
13 September 2011.

The Company operates the share option schemes for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of share option schemes
include the Company’s directors, including independent non-
executive directors, other employees of the Group, suppliers
of goods or services to the Group, customers of the Group,
any person or entity providing research, development or other
technological support to the Group, and any other person or
entity determined by the directors as having contributed or may
contribute to the development and growth of the Group.

At 31 December 2011, no share options have been granted
under the New Scheme. The maximum number of shares
issuable under share options to each eligible participant in the
New Scheme within any 12-month period is limited to 1% of the
shares of the Company in issue at any time.

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

RZFB——F+—A+—B QRFEKEH
eS8 (TFEH81) - AR =
—HF A+ B RRE IR B BRE
HEl((E8DER-Z——FNA
T=HEm- - FEER_F——F+—
A+ —BAER BRIFEWEHKIER
BRKHRZAETFBR -

RIBET B % R A& £ 794,000,000 f%
ARARIBRMOHBEREE 2N T ——
FRAT=B%KK -

A2 ERBRAERT 8 - FEULERE TR
‘ﬁ’i@ EXERESRRZAERZ
ﬂﬁ% BRI ZAERSEERR

NAIZER (BMFRTESNERRE
)~ ;‘%EWMEE c KREZEmKIRF
HEm  SEEF  REBEREHANRT
FABREMBRM SR Z EALERNUR
EERRERABREEBRREKES
KRERZ IR EMALHERE -

R-TB——F+-_A=+—H &R
EHFFEERDORN - REMA+ @
HAHEAREF &R A& Aﬁﬁﬂﬂéﬁ
ERTZEBBRNBETFEEEA
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MMFERBEAER L A s+ -
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33. Share option scheme (Continued) 33. BERlEs1E] =)
Share options do not confer rights on the holders to dividends BREXTHTEREABRERERR
or to vote at shareholder’s meetings. R ARE HIRE 2R
At At Date of Exercise Exercise
January Granted Lapsed 31 December grant of period of price of
2011 duringtheyear  during the year 2011 share options’ share options  share option®®
Name or category ~ SHiEM A RIE——% RIE——% R R
of participant BRI -A ERERY ERBAH +-A=+-H BiERL BRETERR TEE*®
HKS
BT
Directors #%
Lee Chi Kong ZER 20,000,000 — (20,000,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
2,000,000 - (2,000,000) — 24/7/2009  24/7/2009 to 13/9/2011 0.65
5,000,000 — (5,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Jing Bin =& 7,500,000 — (7,500) — 13/10/2007  15/10/2007 to 13/9/2011 1.94
2,000,000 - (2,000,000 — 3/3/2008 3/3/2008 to 13/9/2011 1.59
10,000,000 — (10,000,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
6,000,000 - (6,000,000) — 24/7/2009  24/7/2009 to 13/9/2011 0.65
10,000,000 — (10,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Cheng Man For et 5,000,000 — (5,000,000) — 13/10/2007  15/09/2010 to 13/9/2011 1.94
2,000,000 - (2,000,000) — 3/3/2008 3/3/2008 to 13/9/2011 1.59
10,000,000 — (10,000,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
10,000,000 — (10,000,000) — 24/7/2009  24/7/2009 to 13/9/2011 0.65
5,000,000 — (5,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Cheung Wai Tak RER 3,000,000 — (3,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Li Xiangjun THE 2,000,000 — (2,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Zhu Guang Qian RXAD 2,000,000 — (2,000,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
Former director CIEES
LawWaiFai (Note) (23 (Fi35) 600,000 = (600,000) — 332008 3/3/2008 to 13/9/2011 159
200,000 — (200,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
2,000,000 - (2,000,000) — 24/7/2009  24/7/2009 to 13/9/2011 0.65
Consultants &
In aggregate At 7,500,000 — (7,500,000) — 13/10/2007  15/10/2007 to 13/9/2011 1.94
14,800,000 — (14,800,000) — 3/3/2008 3/3/2008 to 13/9/2011 1.59
30,000,000 — (30,000,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
130,000,000 — (130,000,000) — 24/7/2009  24/7/2009 t0o13/9/2011 0.65
198,600,000 — (198,600,000) — 16/9/2010  15/9/2010 to 13/9/2011 0.285
- 105,000,000 (105,000,000) — 18/1/2011  18/1/2011 to 13/9/2011 0.405
— 30,000,000 (30,000,000) — 14/4/2011  14/4/2011 to 13/9/2011 0.326
Employees #8
In aggregate At 29,800,000 - (29,800,000) — 10/2/2009  10/2/2009 to 13/9/2011 0.58
90,000,000 — (90,000,000) — 24/7/2009  24/7/2009 to 13/9/2011 0.65
54,400,000 — (54,400,000) — 15/9/2010  15/9/2010 t013/9/2011 0.285
659,400,000 135,000,000 (794,400,000) —

Note: Resigned as director of the Company on 22 June 2010 Mz R T —TF A+ ZHETEARE
=
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33. Share option scheme (Continued)

Note: (Continued)

Q)

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

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

The number of share options and exercised price had been
adjusted due to the 10 to 1 share consolidation effective from 23

33. R IRiES 2l ()

BieE : (&)

M

BRE:FERDEREARREETT
EEARRFAMALL -

October 2009.

4) No options were exercised during the year ended 31 December

2011 (2010; nil).

These fair value of the share options granted on 13 October
2007, 3 March 2008, 10 February 2009, 24 July 2009,
15 September 2010, 18 January 2011 and 14 April 2011 were
calculated using the Black-Scholes pricing model. The inputs
into the model were at the respective dates of grant of options

as follows:

13 October 3March 10 February

2007 2008 2009

—F5tE ZEENE ZEEAE

+A+ZH =R=H ZAtH

Weighted average shareprice ~ METSRE $0194iBT  $0.156%T  $0.0587BTC
Exercise price g $0194i8L  $0.159%TT  $0.058ET
Expected volatiity BT RIA 91.32% 78.35% 98%
Expected Ife Bt EH 4 35 26
Risk-free rate ERRRX 3.75% 1.17% 0.368%
Expected dividend yield Bithex 0% 0% 0%
Employee exitrate pre-vesting ~ BERIESEEX  NATER NAMER  NATER

@ Eﬁﬁ%@éZﬁﬁfﬁT?fﬁ${t§§ﬁ -
B~ DA DRk G G A BRI
BT LATEE

@) BEEHEMIEEERE_TTNF
TAZt=RES+RAHA—BZK
MEGHELHZE -

@ REBE-Z——F+-A=+—-HI

FEMETABREETE (22—
F ) o

ZER_ZEZLE+AT=R - _FF

NF=ZA=B - ZETAF=-A+AH "
ZZEENFELAZFTMA - ZT—FF
NANA+HEBE  ZE——%—A+/\BX

—E—FUATHOARBZEERE L
REETIFRA (AN SR EER
AETHE - RERLBREER - &%
BB ABESIRNT

24 July 15September 18 January 14 April
2009 2010 2011 2011
ZE3NE ZF-%3F CE-FE -5
tAZtmE AR+EIR  -AtAE EAtMEA
$0.0658  §0.285BT  0405ETT 0.326
$0.0658  $0.285BT  0405ATT 0.325
101.6% 4% 68% 57%
2.138 05 0.65 0.42
0.128% 0.170% 0.26% 0.21%
0% 0% 0% 0%
NATEE NATEE NATER NATEA



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

The Group recognised the total expense of approximately
HK$9,970,000 for the year ended 31 December 2011 (2010:
HK$13,154,000) in relation to share options granted by the
Company.

At 31 December 2011, the Company had no share options
outstanding under the New Scheme.

SZEEARMNERRAT | 3 ——FFHE

FERTRIE TR iR A B E R L I A
ERAMBE-—FAZELREAE - 3
FEEM  TRERIRTRAEEMS
RBEEE 2 REMFT - ZEXER
ZIBETFHEFLREE

Bz —-2——F+-_A=+—HI=
B SERARMREBRERRZE
B % 495 9,970,000/8 7T (Z B —F4F :
13,154,000 7T ) °

R-ZTE——F+-_A=+—H ' QA8
ERBEFTEIE BB RITERER
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34. [k

34. Reserves
Share  Share options
premium reserve
R itE B
HK$'000 HK$'000
FiEn FhL
Company NG
At 1 January 2010 RZZ-SF-F—H 1408641 190,462
Premium arising from conversion of ~ BERARER
convertible notes into new shares ~ AFIRHEL ZEE 86,028 =
Cancellation of share options THRBERRE - (81,474)
Equity-settled share option Wi AEREZ
arrangements gL — 13,154
Loss for the year REEER — -
At 31 December 2010 and RZE-5%
1 January 2011 +ZA=+-Ak
ZE—F-f-H 1494669 122,142
Premium arising from conversion of B AT AR ER
convertible notes into new shares ~ AFIRHEL 2 EE 60,302 =
Equity-settled share option IR AEREZ
arrangements BRERH — 9,970
Cancellation of own shares FHERFRG (1,247) -
Cancellation of share option Bl - (132,112)
Loss for the year rERER - -
At 31 December 2011 RIB—F
+ZA=+-H 1,553,724 =

Note:

Convertible  (Accumulated
notes equity losses)/
reserve  retained profits Total
TRRER (BstER) /
EfE RBIHEF &t
HK$'000 HK$'000 HK$'000
TEL THL THL
334,151 87,171 2,020,425
(159,624) — (73,596)
— 81,474 =
— — 13,154
— (96,585) (96,585)
174,527 72,060 1,863,398
(117,826) — (67,524)
— — 9,970
- - (1.247)
— 132,112 —
— (116,184 (116,184)
56,701 87,988 1,698,413
FifsE

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

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

REZBROREERE  (REEEEAKEZ
MERARER A HEEHEBRL A RMIHR
BFHEEMBTZRAEMEZZR : (|FER
EBETRRIRMPAE M 2 E ¢ R (i) & 73
EMREL ZRE -

BRERSHERRE (KEFT) ZH/E - K
BEMDIKTRABIR - HEZREEHIRE DK
% AEARENATEEBRERIHENZ
B - BRIVEEBRTAIABMRAKR 2 A D
K °



On 23 June 2010, the Group disposed of its entire equity
interests in E-Today which carried out all of its electronic
consumer products business.

Net assets disposed of:

Prepaid land lease payments
Property, plant and equipment
Inventories

Trade receivables

Prepayments, deposits and other receivables
Cash and cash equivalents
Trade payables

Other payables and accruals

Tax payables

Interest-bearing bank borrowings

Impairment loss of disposal group recognised in 2009

Cumulative exchange differences in respect of

the net assets of E-Today reclassified from

equity to profit or loss on loss of control of E-Today
Gain on disposal

Satisfied by:
Cash

An analysis of the net outflow of cash and cash
equivalents in respect of the disposal of E-Today is as
follows:

Cash consideration
Cash and cash equivalents disposed of

Net outflow of cash and cash equivalents in respect of
the disposal of E-Today

FiEERKERRAE | —_S—%F% 103
@ RZE—ZTFAA=Z+=H' %

B & A E-Today 2 & #B AR AN #E

B RARNEEBETHEE
mER °
HK$'000
FHET
BEZEESFE
E L E R 25,706
Y - BB KRR 164,370
FE 72,960
fEWE 5 ER1A 86,504
TERFIE -~ AT REHALEW IR 39,067
BeMRESEFEEER 138,293
FERE SR8 (59,004)
Hofth < 5RIE R FEET FRIE (73,781)
JESTEETE (34,096)
SHERTEE (45,714)
314,305
RIBZNFHERAHEAR 2
BEEE (222,571)
91,734
A 2k 2= ¥} E-Today 2 32 HlI#E M i
HEEFEEERENSES
BamELE RAtE R 5 (83,579)
s 79,845
LARF AT -
b 88,000
EHHEETodayz REe RIREE
BIEB RO FEZOMWOT
2010
—E-EF
HK$’000
THET
BENE 88,000
HEZRERIFACEEER (138,293)

ALY EE-Today 23 E K

ReFEBEL REFE (50,293)
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35. Disposal of other subsidiaries
(Continued)

(b)

On 31 October 2010, the Group disposed its entire
equity interests in Hunan Leeka Wood”), a wholly-owned
subsidiary of the Leeka Wood, to an independent third
party in a consideration of RMB29,722,000 (equivalent to
approximately HK$34,968,000).

Net assets disposed of:
Prepaid land lease payments
Amount due from Leeka Wood
Cash and cash equivalents
Other payables and accruals
Tax payables

Cumulative exchange differences in respect of
the net assets of Hunan Leeka Wood reclassified
from equity to profit or loss on loss of control of
Hunan Leeka Wood

Loss on disposal

Consideration

Satisfied by:

Elimination of the amount due from Leeka Wood and
other payables of the Group

Cash

An analysis of the net inflow of cash and cash equivalents
in respect of the disposal of Hunan Leeka Wood is as
follows:

Cash consideration
Cash and cash equivalents disposed of

Net inflow of cash and cash equivalents in respect of
the disposal of Hunan Leeka Wood

35. HHER B AT =

b) R=ZZFE—Z=F+A=+—8"
BrR—%2BYE=_FLHEER /ﬂ
ik (B2 RNEZE2ENEB
AE) ZEPRAET REA
A R #29 7220007 (HE R4
34,968,000787C) °

HK$'000
FH&T
HEZEEFE
Faft LA E R 25,954
FEW AR 2 TEARSERIR 27,791
R ReEMEEE 180
H b 5RIE K FE AT FIE (4,473)
FERTFRIR ©)
49,450
BEMREGE R FEE
FREE i [k vl
RhEMAERENHESE
Bmz RVERZEE 1,311
HEEE (15,793)
RIE 34,968
LARBN AT
IR 2 FARFERIA R
S EHMREFIR (34,733)
He (235)

FRALE Rz =2Rle kRS
SEBERAFEZOMWOT

HK$ 000

THT
ReRE 235
HECZHReRIASEEER (180)
BRHENES R
ReMREeSEBERARAFHE 58



35. Disposal of other subsidiaries

(Continued)

(c) During 2010, the Group struck off a subsidiary, Stack
Gains Investments Limited.

Net liabilities disposed of:
Other payables and accruals

Gain on disposal

36. Major non-cash transactions

During the year ended 31 December 2011, the Group disposed
of certain biological assets for a consideration of approximately
HK$36,912,000 which was used to net off against forest
maintenance fee of approximately HK$21,002,000 and an
amount of approximately HK$15,910,000 due to the buyer of
these biological assets.

37. Contingent liabilities

The Group did not have any contingent liabilities at the end of
the reporting period (2010: Nil).

38. Pledge of assets

At the end of the reporting period, none of the Group’s assets
(2010: Nil) were pledged to secure the Group’s banking
facilities.

\ - RIS R 7
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35. ihEH B ATl «)

© R-ZF-—FF KECHBHEM

B /A 7]Stack Gains Investments
Limited °
HK$’000
T
LEZE8EFE
EAtb S SRIE R FERT5RIE (2,520)
& e 2,520
36. BAIHERS

BHE—_ZT——F+_-_A=+—RHI%F
B AEELEETAEMEE  RED
436,912,000/ 7 © &% F 5K E Ty B IER
HFR MR B 4921,002,000 7 7T A K B
NHEEMEEE TN —EREAHED
15,910,000 & 7T,
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39. Commitments 39. iRiE
a)  Capital commitments outstanding at the end of the a) MAFREHRITEAMELE IS
reporting period not provided for in the consolidated MEANBEHNREEERNEAER
financial statements were as follows: N
2011 2010
—E——f —E-TF
HK$’000 HK$’000
FHT FAT
Contracted for: EEESE
Capital expenditure in relation to AR ROZ M B FE
infrastructure in Tianjin BRENERALZ —
b)  The Group leases certain leasehold land and buildings by SERBLEHEHESETHELT
under operating lease. The original lease terms for these HMREF  ZEHETHREFZ
leasehold land and buildings ranged from one to twenty REBRMANF—E=+F o
years.
At the end of the reporting period, the Group had RIFEHL SERTIFHRNE
commitment for future minimum lease payments under M A REGE T E 2 KRR &K
non-cancellable operating leases falling due as follows: ST FORENT -
2011 2010
—F——F —E-TF
HK$’000 HK$'000
FHET FAT
Within one year —FR 371
In the second to fifth years, inclusive E_EFERF
(RIEEEMT) —
After 5 years AFE —

371
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40. BHERIEIN ZERMTH

40. Financial instruments by
categories

RBERR KEZSRTEER 2K

The carrying amounts of each of the categories of financial

instruments of the Group as at the end of the reporting period EEWT :
are as follows:
Financial assets ElEE
Fair value
through Loans and
profit or loss receivables Total
BATE =£9:4
sTANEH B IR Et
HK$’000 HK$’000 HK$’000
2011 —F——F F#&RT Fi#&xT Fi#&RT
Equity investments at fair value & A F(EzT A B
through profit or loss ZBRATA
Prepayments, deposits and FERRE T2k
other receivables H b Y RIE
Cash and cash equivalents ReFReEEIAR
10,036 60,510 70,546
Loans and
receivables
B FEWRIE
HK$'000
2010 —E-FF FET
Trade receivables FEWE 5 8R1E 239
Prepayments, deposits and AR - Fle X
other receivables HAbfEUGRIA 49,467
Cash and cash equivalents HeRReEEIAR 99,964
149,670
Financial liabilities ERlaE
2011 2010
—F——f —FTFF
HK$'000 HK$'000
Financial liabilities at amortised cost M AFIEZ &M E & Fi#Ex FHET
Trade payables JEHE S ER1E 215
Other payables and accruals H At FEAS FIE R ERT IR 49,286
Convertible notes interest payable JERT AT AR B H S 1,345
Interest-bearing other borrowing Hitst REE —

50,846
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40. Financial instruments by

41.

categories (Continued)

The Group uses the following hierarchy for determining and
disclosing the fair value of financial instruments:

Level 1: Fair values measured based on quoted prices
(unadjusted) in active markets for identical assets or
liabilities

Level 2:  Fair values measured based on valuation techniques
for which all inputs which have a significant effect on
the recorded fair value are observable, either directly
or indirectly

Level 3: Fair values measured based on valuation techniques
for which any inputs which have a significant
effect on the recorded fair value are not based on
observable market data (unobservable inputs)

As at the end of the reporting periods, the financial instruments
of convertible bonds are measured at fair value based on Level
3 to determine their fair values.

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

Related party transactions

Q) Except for transactions and balances disclosed elsewhere
in the consolidated financial statements, the Group has no
other significant transactions and balances with its related
party during the year.

b) Compensation of key management personnel of the
Group:

Details of directors’ emoluments are included in Note 12
to the consolidated financial statements.

40.

41.

ERISINZERTH »)

AEBENBUATEREERKESRT
B2 RVHE

F—E: AVEFENRCHMNEE
F B ERIERT SR AHRA
FHEERFH

FE: RFEFEDERHMCE

RFEEERFEZHEH
AR 15 R] B o B R
RZHEIDEBH

FZE: RFEFEDERHAACE
ARFEEERFEZETMNE
ABEBYIFREABETS
g (TABRBARE) 2
BEDEFLEAFEFTE
ZEE

AMBEF BT AR

REE R
—EEE 2 A VERAFERE -

%

REAEZRR REEAMBRRANIRE
HRASEzEMEERERABZE
EEEEAFEBS

FiEATIRE

a) KREAMBRERTEEZIRZIR
RSN REERERMBEALZE
WEBEMBRR 5 Rk o

i

b) HSEXEEEABZME :

EEWE 2 HBIREAMERE
BisE12 o



42. Financial risk management
objectives and policies

The Group’s major financial instruments include trade
receivables, deposits and other receivables, and cash and
cash equivalents, trade payables, other payables and accruals
and convertible notes interest payable. Details of these
financial instruments are disclosed in respective notes to the
consolidated financial statements. The risks associated with
these financial instruments and the policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

(a) Credit risks

The Group’s maximum exposure to credit risk in the event
of the counterparties’ failure to perform their obligations
as at 31 December 2011 in relation to each class of
recognised financial assets is the carrying amount of
those assets as stated in the consolidated statement
of financial position. The Group manages its exposure
to credit risk through continual monitoring of the credit
quality of its customers, taking into account their financial
position, collection history, past experience and other
relevant factors. In addition, the Group reviews regularly
the recoverable amount of each individual trade receivable
to ensure that adequate impairment loss provision are
made for probable irrecoverable amounts. In this regard,
the directors of the Company consider that the Group’s
credit risk is significantly reduced.

(b) Cash flow and fair value
interest rate risk

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

FEERNEGRAT | —S—FF#% 109

2. TRl EREEBIZRE R

SETIEZECHTEARRRKESRE
AlekEMEKRFE BehReEE
HE  ENEZRE - HMENFKER
FERT R IA R B AT R R IB A B, © 3%
FEMTAFBREBZEAMBHRER
MIEERE - 2T TAMEBERR RN
AR B R < RSN T X - EEE
EENMERRERAE  BERARKENRE
MO AEMEE 8 o

(a) [ EE

R-F——%+-A=+t—H &
BFETREBITREZBRT » 5L
BEFCHATREENS * &F
ZERBIEERBREAESEA MR
MBMERYNZEEEZREE - &
BEBREERERPZEEER
ERHEGERBAR  WKEBH
BBGRR - BRIESL - BELRK
HiERRE E - thHh - REEH®
AR ERIEWE ZRE K EE
B EERAENIRESE RS
RBEEEREE - st ARES
R SEZEERRBEERD -

b) BEfER2A A=
[ B2
MR EEL mEAMSAE - HE
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42. Financial risk management
objectives and policies (Continued)

42. ERlEIRERBIZRIR

(c) Y& p2

(c) Foreign currency risk

The Group has transactional currency exposures, primarily
with respect to Renminbi for the year ended 31 December
2011. Such exposures arise from sales of goods in
currencies other than the Group’s functional currency.
All of the Group’s sales are denominated in Hong Kong
Dollars and Renminbi for the year ended 31 December
2011.

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

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

(d) Liquidity risk

Regarding the present policy in the management of the
liquidity risk, the Group monitors and maintains a level

(d)
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of cash and cash equivalents deemed adequate by the }Eiziﬁfﬁﬁiﬁﬁﬁﬁlﬁﬁ K
management to finance the Group’s operations and DA S B 28 RORIRIR @M ER
mitigate the effects of fluctuations in cash flows. Cld-Z- X

Internally generated cash flow is the general sources of
funds to finance the operations of the Group. The Group’s
liquidity risk management includes diversifying the funding
sources. The Group regularly reviews its major funding
positions to ensure it has adequate financial resources in
meeting its financial obligations.

Prudent liquidity risk management implies maintaining
sufficient cash, the available of funding through an
adequate amount of committed credit facilities and the
ability to close our market positions. Due to the dynamic
nature of the underlying business, the Group aims to
maintain flexibility in funding by keeping committed credit
lines available.
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43.

Financial risk management
objectives and policies (Continued)

(d) Liquidity risk (Continued)

The maturity profile of the Group’s financial liabilities as at
the end of the reporting period, based on the contractual
undiscounted payments is within 1 year (2010: within 1
year).

(e) Fair values of financial assets
and financial liabilities

The fair value of financial assets and financial liabilities are
assumed to be the same as their carrying values.

Capital risk management

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

The capital structure of the Group consists of cash and cash
equivalents and equity attributable to owners of the Company;,
comprising issued share capital and various reserves. The
directors of the Company review the capital structure on a
regular basis. As a part of this review, the directors of the
Company consider the cost of capital and the associated
risks and take appropriate actions to adjust the Group’s
capital structure. The overall strategy of the Group remained
unchanged during the two years ended 31 December 2011 and
2010.
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On 17 January 2012, the Group granted 400,000,000 share
options to subscribe for ordinary shares of HK$0.10 each to
individuals. The exercise price is HK$0.145 per share and the
validity period of the share options is from 17 January 2012
to 10 November 2021. Among the total 400,000,000 share
options, none of share options were granted to the directors of
the Company.

On 17 November 2011, the Company and Stone Group
Holdings Limited, a company incorporated in Hong Kong with
limited liability, entered into a framework agreement, pursuant
to which, subject to the conclusion of and entering into formal
sale and purchase agreements, the Company proposed to
acquire: 1) not less than 51% of the issued share capital of
Stone Resources Limited (“SRL”), a company incorporated in
Bermuda with limited liability and its shares are listed on the
TSX Venture Exchange in Canada; and 2) not less than 14% of
CGL, a company incorporated in Australia with limited liability
and its shares are listed on the Australian Securities Exchange
and Frankfurt Stock Exchange. SRL owns approximately
67.04% of Stone Resources Australia Limited (“SRAL”) (formerly
known as A1 Minerals Limited), a company incorporated in
Australia with limited liability and its shares are listed on the
Australian Securities Exchange. The principal activities of both
SRAL and CGL are mineral exploration and gold production
and their mining tenements are located in the region of Laverton
in Western Australia.

On 10 February 2012, the Group entered into HK$39,000,000
loan agreement with Stone Resources Limited (the “borrower”),
a company incorporated in Bermuda and listed on the TSX
Venture Exchange in Canada. The Company aims to provide
interest income to the Company and provide the Group with an
opportunity to participate in the investment in the borrower in
the event of conversion of the Loan into convertible notes.

On 4 March 2012, the Group entered into formal agreements
in relation to the above-mentioned proposed investments.
Details of these proposed investments are included in the
announcement that will be published by the Company once
clearance on the announcement from The Stock Exchange of
Hong Kong Limited has been obtained.
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