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Chairman’s Statement

EREHE

CHAIRMAN’S STATEMENT

Market conditions and the business environment in which Sustainable
Forest Holdings Limited (“Company”) and its subsidiaries (collectively
“Group”) operate remained difficult during the six months ended 30
September 2013. The Group recorded a consolidated net loss of
approximately HK$89.3 million for the period. Demand for the Group’s
timber products continued to be affected by the poor market sentiment
and a sluggish real estate market in China. The Group has carried out
aggressive cost cutting measures and will continue to tightly manage all
expenses in the period ahead.

| would like to take this opportunity to thank our staff, shareholders and
other stakeholders for their continued support to the Group during this
difficult time. It is anticipated that the Group will continue to experience
challenging times ahead. However, the Group will work to identify new
business opportunities to restore and enhance shareholders’ value.

Yours sincerely,

Ms. ZHOU Jing
Chairman

Hong Kong, 29 November 2013
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Financial Highlights

For the six months ended
30 September
BEALA=1HILKEA

MBERE

2013 2012 Changes
—E-Z=f —E-CF ZLiEE
HK$’000 HK$’000
BETT AT IT
(Unaudited) (Unaudited)
(RBER) (RiEERZ)
Operating results ReEEE
Revenue WA 26,450 47,526 (44.3%)
Gross profit EN 5,132 1,622 216.4%
(Loss)/Profit attributable RAFHEEANEWL
to the owners of the Company (&8|) &7 (89,254) 10,054 (987.7%)
(Restated)
(&E7))
Per share information sRER
Basic (loss)/earnings per share SREX (BR),/BF
(Hong Kong cents) (L) (6.647) cents 0.866 cents flli (867.6%)
At At
30 September 31 March
2013 2013 Changes
RZE-—=F RZE—=%F
AA=Z+H =B=+—8H EiiRE
HK$’000 HK$’000
BETT AT T
(Unaudited) (Audited)
(REER) (EFE%)
Financial position at REERZHHRR
period/year end
Property, plant and equipment e 171,646 190,274 (9.8%)
Biological assets EMEE 225,550 344,172 (34.5%)
Goodwill SRS 302,118 302,118 -
Cash and cash equivalents Iﬁé&iﬁé £EY) 21,296 216,540 (90.2%)
Net current (liabilities)/assets nE (B8R EEFE (102,191) 59,024 (273.1%)
Total assets @ ,éSF 734,549 1,068,024 (31.2%)
Total interest bearing borrowings BYE=HBEE
from independent third parties HBE - 36,132 (100%)
Total interest bearing borrowings BRR,/REER
from shareholders and/or FTEEERE
related companies 19,913 241,933 (91.8%)
Total liabilities BEE 258,197 551,017 (53.1%)
Equity attributable to the ARREBAEGZ
Company's owners Em 476,345 517,000 (7.9%)
(Restated)
(&E7)
Per share information BRER
Net asset value per share BREESFE 34.2 cents {l 43.8 cents 1l (21.9%)
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Management Discussion and Analysis

BEENWE DN

FINANCIAL PERFORMANCE

The Group’s revenue decreased from HK$47.5 million for the six months
ended 30 September 2012 to HK$26.5 million for the six months ended
30 September 2013. The total revenue consisted primarily of sales of
forestry and timber products. The Group’s results decreased from net
profit of HK$10.1 million for the six months ended 30 September 2012
to net loss of HK$89.3 million for the six months ended 30 September
2013. The net loss for the current interim period was primarily due to a
decrease in fair value of biological assets of HK$87.8 million.

BUSINESS REVIEW

Business environment continued to be difficult for the Group in Brazil.
On 27 March 2012, the board decided to suspend harvesting operations
in Acre, Brazil until the operating environment for its Brazilian subsidiary
improves. For the six months ended 30 September 2013, Acre’s
operations remained suspended.

The PRC is the world’s largest consumer and importer of timber and
logs and it continues to be the primary market for our forestry and timber
products. During the six months ended 30 September 2013, all revenue
was derived from sales to customers in the PRC.

Demand for the Group’s timber products remained sluggish as the
slow down of the economy and real estate sector continued during the
six months ended 30 September 2013.

OUTLOOK

Uncertain market conditions and poor demand for timber products
continued to affect the Group’s near term outlook. The Group will
continue to control its expenses and look for new business opportunities
to enhance the income stream and to restore shareholders’ value.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 September 2013, the Group had cash and cash equivalents
amounted to HK$21.3 million (31 March 2013: HK$216.5 million).

The Group gearing ratio expressed as a percentage of total interest
bearing borrowings, (including all interest bearing borrowings from
shareholders and/or related companies), over equity attributable to the
owners of the Company, decreased from 53.8% as at 31 March 2013 to
4.2% as at 30 September 2013.

As at 30 September 2013, the Group did not have any interest bearing
borrowings from independent third parties (31 March 2013: HK$36.1
million). As at 30 September 2013, the Group had net current liabilities
of HK$102.2 million (31 March 2013: net current assets of HK$59.0
million). In addition, interest bearing borrowings from shareholders and
related companies totaled HK$19.9 million and HK$241.9 million as at 30
September and 31 March 2013, respectively.

The directors of the Company are considering various alternatives to
strengthen the capital base of the Group including through fund raising
exercises.
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Management Discussion and Analysis

CONTINGENT LIABILITIES AND LITIGATIONS

The Group’s contingent liabilities and litigations at 30 September 2013
are disclosed in Notes 26 and 27 to the condensed consolidated financial
statement.

FOREIGN EXCHANGE RISK
The Group’s continuing operation mainly operates in Brazil, the PRC and
Hong Kong.

During the six months ended 30 September 2013, revenue from
operations was denominated mainly in Renminbi while its costs and
expenses were primarily in Renminbi, Hong Kong dollars and Brazilian
Reals where the Group’s operations are based. The Group is exposed to
potential foreign exchange risk as a result of fluctuations between those
currencies that are not pegged.

In addition, the main operational assets of the Group are located and
denominated in local currencies in Brazil and China while the Group’s
reporting currency is in Hong Kong dollars. This also exposes the Group
to potential foreign exchange risk upon translation of those assets on
each reporting date.

The Group did not enter into any arrangements for financial instruments
for the purpose of hedging against the potential foreign exchange risks
during the period under review. Management believes that the Group’s
exposure to foreign exchange risks are minimal since Renminbi has
been in strength while Reais have been weakening somewhat against
US dollars during the current period. In the event that Reais were to rise
substantially against US dollars, the risk can be mitigated by increasing
local sales denominated in Reais. As for the operational assets of
the Group, any foreign exchange gain or losses due to translation
of the carrying value of the assets to the Group’s reporting currency
on reporting dates are unrealized and non-cash in nature. As such,
active hedging activities are not considered warranted. Nonetheless,
management will monitor closely its foreign currency exposure to ensure
appropriate measures are taken promptly against any significant potential
adverse impact.

HUMAN RESOURCES AND REMUNERATION
POLICY

As at 30 September 2013, the Group has approximately 281 employees
(81 March 2013: 305) mainly in Hong Kong, the PRC and Brazil. The total
remuneration paid by the Group to its employees (including Directors)
for the period was approximately HK$11.6 million (30 September 2012:
HK$22.7 million).

The Group rewards its employees according to prevailing market
practices, individual experience and performance and requirements under
applicable labor laws in the Group’s operational locations. In addition
to the provision of annual bonus, provident fund scheme and medical
insurance coverage, discretionary bonuses and share options are also
available to employees.

BEENWE DN
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Condensed Consolidated Income Statement

AR S R

For the six months ended 30 September 2013 HZE—ZT—=F L A=+HIE~EA

For the six months ended
30 September
BENA=1HLERER

2013 2012
—E-=F —E—-F
Notes HK$’000 HK$'000
izt BETR BETT
(Unaudited) (Unaudited)
(REBER) (REEZ)
Revenue WA 6 26,450 47 526
Cost of sales HERR (21,318) (45,904)
Gross profit EF 5,132 1,622
Other income HilA 7 12,467 124,498
Other net gain Hizs 558 7 2,876 5,919
Selling and distribution costs HERDEHKA (2,565) (1,613)
Administrative expenses TH X (47,482) (54,365)
Change in fair value of biological assets EMEERTEZER
less costs to sell HE KA 13 (87,776) (90,594)
Loss from operations REER (117,348) (14,533)
Finance income AERA - 6
Finance costs REER (1,750) (6,221)
Net finance costs MEERFE 84 (1,750) (6,215)
Loss before taxation BRBL A 8 (119,098) (20,748)
Income tax R 9 29,844 30,802
(LOSS)/PROFIT FOR THE PERIOD R (F8) /&7 (89,254) 10,054
Attributable to: ek
Owners of the Company AREHEEA (89,254) 10,054
Non-controling interests FEZ SR - -
(89,254) 10,054
(Loss)/Earnings per share Sk (F8) /B 11
(Restated)
(RE7)
- Basic —EKR (6.647) cents 1l 0.866 cents flI
— Diluted —B% (6.647) cents 1 0.827 cents 1l

The notes on pages 14 to 53 form part of these financial statements.
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Condensed Consolidated Statement of Comprehensive Income

BRGEESEE W ER

For the six months ended 30 September 2018 HZ=—ZT—=F LA =+HIL~ @A

For the six months ended
30 September
BZNALA=1THILLAEA

2013 2012
—_E2—= —E—_F
HK$’000 HK$'000
BET T BT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
(Loss)/Profit for the period B (&|)RF (89,254) 10,054
Other comprehensive loss Hih2EEE
Items that may be reclassified HEn e B 7 e Em oA -
subsequently to profit or l0ss:
Exchange differences on translation BE G INFT B A B B TSR
of financial statement of overseas EEZIEREZ5E
subsidiaries (18,994) (50,058)
Other comprehensive loss HEEMEEERS
for the period, net of tax HBRFLIE (18,994) (50,058)
Total comprehensive loss HE2HEEBEARE
for the period (108,248) (40,004)
Total comprehensive loss DTATEMEZAREE
attributable to: HEE
Owners of the Company VIN/NETEZ SN (108,248) (40,004)
Non-controlling interests FE 2 I 1 2 - -
(108,248) (40,004)

The notes on pages 14 to 53 form part of these financial statements.
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Condensed Consolidated Statement of Financial Position

B AR & B TR &

As at 30 September 2013 R=_ZT—=F LA =+H

At At
30 September 31 March
2013 2013
R-E-=F R-ZE—=%F
AA=1+H =A=+—H
Notes HK$’000 HK$'000
Kzt BETT BT
(Unaudited) (Audited)
(REBER) (EE12)
NON-CURRENT ASSETS FREBEE
Property, plant and equipment EN I E T 12 171,646 190,274
Biological assets EYEE 13 225,550 344,172
Goodwill RS 14 302,118 302,118
699,314 836,564
CURRENT ASSETS REEE
Inventories FE 15 8,606 4,337
Trade and other receivables U E 53 IE & H s R U R IE 16 5,333 10,583
Cash and cash equivalents RehBE&EEY 21,296 216,540
35,235 231,460
CURRENT LIABILITIES REEE
Trade and other payables 8 5 RIE R E o 3B 17 80,456 79,401
Loans and borrowings ERREE 18 - 36,132
Provision for taxation IR R 50,255 50,255
Promissory notes N ES 21 6,715 6,648
137,426 172,436
NET CURRENT (LIABILITIES)/ASSETS e (8E) EEFE (102,191) 59,024
TOTAL ASSETS LESS CURRENT BEERTBAR
LIABILITIES 597,123 895,588
NON-CURRENT LIABILITIES knBEE
Amounts due to shareholders TR KB 20 13,198 231,568
Amounts due to related companies RN NG @ - 3,717
Financial liabilities HHEE 22 7,175 =
Deferred tax liabilities EETIEE R 100,398 143,296
120,771 378,581
NET ASSETS BEEFE 476,352 517,007
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Condensed Consolidated Statement of Financial Position
S ERAR S BT IR R &

As at 30 September 2013 R=ZT—=F1LA=+H

At At
30 September 31 March
2013 2013
R-B-=F RZZ—=%
AA=+A =A=+—H
Notes HK$’000 HK$'000
Wizt BETT BETT
(Unaudited) (Audited)
(REEZ) (&%)
CAPITAL AND RESERVES EXR A

Share capital L& 23 460,429 390,832
Reserves [ 15,916 126,168

Total equity attributable to i NGIE: Z=DN A b
the owners of the Company 476,345 517,000
Non-controlling interests FEEH M ER 7 7
TOTAL EQUITY HER 476,352 517,007

The notes on pages 14 to 53 form part of these financial statements.
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Condensed Consolidated Statement of Changes in Equity
AR SRR EER

For the six months ended 30 September 2013 HZE—ZT—=F L A=+HIE~EA

Attributable to the owners of the Company

ARTREARS
Shares
held by
Company for
settlement of Capital Exchange Share Non-
Share Share acquisition  Contributed Distributable  redemption fluctuation option  Accumulated controlling Total
capital premium  consideration surplus reserve reserve reserve reserve losses Sub-total interest equity
RRFARKA
BERE AR RA#E EiRE FEHE
K& RfER FERS RaEs i & #E  BRERE E5i - gt 5] o2 4

HK§000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HKS'000 HK$000 HK$ 000 HK$'000 HK$'000
BETT ST ST ST AT ERTT ARTT BRI BRI BRI BRI BRI

At 1 April 2012 (audited)

384,328 2,458,674 (115,920) 10,003 2,216 8,000 11,638 19,524 (1,903,154 875,309 86 875,33
Proft for the perod - - - - - - - - 10064 10064 - 10064
Exchange differences on
translation of financial
statements of overseas
subsidres = = = = s = (50058) = = (50058) = (50.059)
Total other comprehensive Eh2ERA
income ] = = = = = = (50,058) = = (50,058) - (80,058)
Total comprehensive loss il
for the period ag = = = = = = (50,058) = 10,054 (40,004) - (40,004)
Issuance of shares pursuant to
the equty e facity 6013 10787 - - - - - - - 16800 - 16800
Equity-settled share-based
payment = = = = = = = (100) = (100) = (100)
Forfefure of share options = = = = = = = (1,185) 1,185 = = =
Total ransactons with HEE N
owners P 6,013 10,787 = = = = = (1,289) 1,185 16,700 - 16,700
At 30 September 2012 RZB-Z%
(unaudited) NA=tR
(REEH) 390,341 2,469,461 (115,920) 10,003 2216 8,000 (38420) 18,239 (1,891,915) 852,005 86 852,091
At 1 Aprl 2013 (audited) RZF-ZF
mA-A
(E%%) 390,832 2470341 (116,920) 10,003 2216 8,000 (378%) 9,854 (2220434 517,000 7 517,007
Loss fo he perod #mEE - - - - - - = = (89254 (89254) = (89.254)
Exchange diferences on BERINBRA
tranglaton of financie BHEEL
statements of overseas 353
subsidiries - - - - - - (18,994) - - (18,994) - (18,994)
Total other comprehensive Et2AUEE
income - - - - - - (18,994) - - (18,994) - (18,994)
Total comprehensive loss BR2EER
for the period a8 = = = = = = (18,994) = (89,254) (108,248) = (108,248)
Issue of new shares in connection
with the open offer 65,138 (4,078) - - - - - - - 61,060 - 61,060
Shares issue upon exercise of
ordinary share warrants RERRARH 4459 1628 - - - - - - - 6,087 - 6,087
Equity-seted share-based payment JAREREE 2
R = = = = = - - 4 - 4 - 45
Forfsture of share options RERE - - - - - - - (8,640) 8640 = o =
Total ransactons with HEEANEZ
owners R50% 69,597 (2.450) = = = = = (8,194) 8,640 67,593 = 67,593
At 30 September 2013 RZ%-2%
(Unauditec) AE=TR
(KEEH) 460,429 2,467,891 (116,920) 10,003 2216 8,000 56,886) 1,660 (2,301,048 476,345 7 476,352

g

14638 Z M E BRI EM B HE Z — 28

[

The notes on pages 14 to 53 form part of these financial statements.
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For the six months ended 30 September 2013 #HZE —=

Condensed Consolidated Statement of Cash Flows

BHRGE RS RER

—=FNAA=+HIEAEA

For the six months ended
30 September
BZNALA=1THILLAEA

2013 2012
—Eg-—= —T—=F
HK$’000 HK$'000
BT T BT T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Net cash used in operating activities BEEE N 2 IREF58 (5,914) (19,183)
Net cash used in investing activities "EEE R 2R FEE - (790)
Net cash (used in)/generated from BMEEH (RL) RAZ
financing activities e FE (189,323) 14,685
Decrease in cash and cash equivalents e kReEEWR D (195,237) (5,288)
Cash and cash equivalents at beginning of REIF 2R & RINEEEY
the period 216,540 7,760
Effect of foreign exchange rate changes, net [E R & H) 7 5/ 2558 (7) 6)
Cash and cash equivalents at end of RER RS RIS EEY
the period 21,296 2,466
ANALYSIS OF BALANCES OF REeRASEBYLEFEIM
CASH AND CASH EQUIVALENTS
Cash and cash equivalents BHeMNBSEEY 21,296 2,466
Cash and bank balances classified DEAREREZHER
as held for sale RITHE - =
21,296 2,466

The notes on pages 14 to 53 form part of these financial statements.
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Notes to the Condensed Consolidated Financial Statements

B AR S B A% R 5 BT o

For the six months ended 30 September 2013 HZE—ZT—=F L A=+HIE~EA

1.

CORPORATE INFORMATION

Sustainable Forest Holdings Limited (the “Company”, together
with its subsidiaries collectively referred to as the “Group”) was
incorporated in Bermuda as an exempted company with limited
liability under the Companies Act 1981 of Bermuda and its ordinary
shares are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”).

The principal activity of the Company is investment holding. The
principal activities of the subsidiaries comprised sustainable forest
management and manufacturing and sale of timber products
including but not limited to wooden door, furniture and wooden
floor panels.

BASIS OF PREPARATION

The Group incurred a loss attributable to owners of the Company
of approximately HK$89,254,000 for the six months ended 30
September 2013 and had net current liabilities of approximately
HK$102,191,000 as at 30 September 2013.

In preparing these condensed consolidated financial statements,
the directors of the Company have given careful consideration
to the impact of the current and anticipated future liquidity of the
Group and the ability of the Group to attain positive cash flow from
operations in the immediate and long term.

In order to strengthen the capital base of the Group and to
improve the Group’s financial position, liquidity and cash flows in
the immediate foreseeable future, and otherwise to sustain the
Group as a going concern, the Group has adopted the following
measures.

(@ The Group has been taking stringent cost controls;

(b)  The Group has been exploring new business opportunities to
enhance the Group’s revenue; and

(c) The directors of the Company are considering various
alternatives to strengthen the capital base of the Group
including through fund raising exercises.

On the basis of the successful implement of the measures
described above in the foreseeable future, the directors of the
Company are satisfied that the Group will have sufficient working
capital for its current requirements. Accordingly, the directors of
the Company consider that it is appropriate to prepare the financial
statements on a going concern basis.
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Notes to the Condensed Consolidated Financial Statements

BASIS OF PREPARATION (continued)

Should the Group be unable to continue as a going concern,
adjustments would have to be made to restate the values of assets
to their recoverable amounts, to provide for any further liabilities
which might arise and to classify non-current assets and liabilities
as current assets and liabilities respectively. The effects of these
potential adjustments have not been reflected in the condensed
consolidated financial statements.

The condensed consolidated financial statements for the six
months ended 30 September 2013 have been prepared in
accordance with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) and with International
Accounting Standard (“IAS”) 34 “Interim Financial Reporting” issued
by the International Accounting Standards Board (“IASB”).

These condensed consolidated financial statements should be read
in conjunction with the Group’s annual financial statements for the
year ended 31 March 2013.

The condensed consolidated financial statements are denominated
in Hong Kong Dollar (‘HK$”). Unless otherwise specifically stated,
all amounts are presented in thousand.

COMPARATIVE FINANCIAL INFORMATION

The Company’s auditor issued qualified opinions on the condensed
consolidated financial statements of the Group for the six months
ended 30 September 2012 and the consolidated financial
statements of the Group for the year ended 31 March 2013. The
details of the qualified opinions are set out in the Company’s interim
report 2012 and annual report 2012/13.
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Notes to the Condensed Consolidated Financial Statements

HEzE Sy

4.

Br 75 3 5 B

For the six months ended 30 September 2013 #HZE—Z

—=FNAA=+THIEAAER

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

These condensed consolidated financial statements have been
prepared under the historical cost convention except that the
biological assets and financial liabilities are stated at fair values.

The accounting policies and basis of preparation adopted in
preparation of these condensed consolidated financial statements
are consistent with those used in the Group’s annual financial
statements for the year ended 31 March 2013, except as described

below.

In the current interim period, the Group has applied, for the first
time, the following new and revised standards, amendments and
interpretations (“new and revised IFRSs”) issued by the IASB.

Amendments to IFRSs

Amendments to IFRS 1

Amendments to IFRS 7

Annual Improvements to IFRSs
2009 - 2011 Cycle

Government Loans

Disclosures — Offsetting Financial
Assets and Financial Liabilities

IFRS 10 Consolidated Financial Statements

IFRS 11 Joint Arrangements

IFRS 12 Disclosure of Interests in Other
Entities

IFRS 13 Fair Value Measurement

Amendments to IAS 1
IAS 19 (revised)
IAS 27 (revised)
IAS 28 (revised)

IFRIC-Int 20

Presentation of ltems of Other
Comprehensive Income
Employee Benefits

Separate Financial Statements

Investments in Associates and Joint
Ventures

Stripping Costs in the Production
Phase of a Surface Mine

The adoption of the above new and revised IFRSs had no
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significant financial impact on these condensed consolidated
interim financial statements.

The Group has not early applied the following new and revised
IFRSs that have been issued but are not yet effective:
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Amendments to IAS 32

Amendments to IFRS 10,

IFRS 12 and IAS 27

Amendments to |IAS 36

IFRIC — Int 21

IFRS 9

Amendments to IFRS 7

and IFRS 9

Notes to the Condensed Consolidated Financial Statements
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B 75 3 5 B

For the six months ended 30 September 20183 HZ=ZT—=F LA =+HIL~EA

4. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Offsetting Finance Assets and
Financial Liabilities!
Investment Entities’

Recoverable Amount Disclosures for
Non-financial Assets'’
Levies'

Financial Instruments?

Mandatory Effective Date of IFRS 9
and Transition Disclosures?

L Effective for annual periods beginning on or after 1 January 2014.

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

The Group is assessing the impact of such new standards,
amendments to standards and interpretations and will adopt the
relevant standards, amendments to standards and interpretations in

the subsequent periods as required.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 2013 HZ=—ZT—=F N A=+HIE/~EA

5.

SEGMENT REPORTING

The Group manages its businesses by divisions, which are
organised by a mixture of both business lines (products and
services) and geography. In a manner consistent with the way in
which information is reported internally to the board of directors
(“Board”) of the Company for the purposes of resource allocation
and performance assessment, the Group has presented the
following reportable segments. No operating segments have been
aggregated to form the following reportable segments.

Sustainable forest management: sustainable management of and
investment in natural forests, timber and wood processing, trading
and sales of forestry and timber products.

Manufacturing and sale of timber products: manufacturing and
sale of timber products including but not limited to wooden door,
furniture and wooden flooring (previously named as Zhongshan
Operations).

In accordance with IFRS 8, segment information disclosed in this
interim financial report has been prepared in a manner consistent
with the information used by the Board of the Company for the
purposes of assessing segment performance and allocating
resources among segments. In this regard, the Board of the
Company monitors the results and assets attributable to each
reportable segment on the following bases:

Segment assets include non-current assets and current assets
with the exception of certain unallocated corporate assets to an
individual reportable segment.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 20183 HZ=ZT—=F LA =+HIL~EA

SEGMENT REPORTING (continued)
All liabilities are allocated to reportable segments other than current,
deferred tax liabilities and unallocated corporate liabilities.

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

(a) Segment results, assets and liabilities

5.

DEBEE ()
FEBENSRER ®E S HERNEAT
BHEE BEREAGERRDECEARE
ﬁlJ §|\o

WAKFX T2 EREZENBZIHER
ZEDMEERX AT E S EZE
DEEIEEEMEE Ao RE A ]

EoE-.

(@) ZWXE BEERER

An analysis of the Group’s reportable segments is reported

below:

For the six months ended

REBAIHRED 2 DOITREAT -

30 September 2013 (Unaudited)
BE-Z-=FAA=+HLREA

(REEX)
Manufacturing
Sustainable and sale of
forest timber
management products Total
CIEST: HERHEE
AMER AMER #at
HK$’000 HK$’000 HK$’000
BT BT T BT
Revenue from external KEINARP ZBWA
customers - 26,450 26,450
Reporting segment revenue ~ A] #RE 2 BFULA - 26,450 26,450
Reportable segment PR AT AT 5 9
(loss)/profit before taxation (E518) %7 (112,833) 7,977 (104,856)
Change in fair value of EMEENFELHR
biological assets less SHE A
costs to sell (87,776) - (87,776)
Depreciation e (335) (138) (473)
Waiver of liabilities by BHEEAREEE
trade creditors - - -
Interest expenses B (1,683) - (1,683)
Interest income FMEWA - - -
Reportable segment assets ~ AIZRE DB E E 699,331 17,921 717,252
Additions to non-current FRBDBEERE
segment assets - - -
Reportable segment liabilities A ¥R & 2 2 & & (69,090) (21,241) (90,331)
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Notes to the Condensed Consolidated Financial Statements
SRR 4R & B 75 3R &5 BT 5

For the six months ended 30 September 2013 &

5. SEGMENT REPORTING

EE-=FhA=THLXER

(continued)

(a) Segment results, assets and liabilities

(continued)

o
P

R E (E
a) DEEE -BEREE(B)

For the six months ended
30 September 2012 (Unaudited)

(2T ——FNA=1THIEA~ER
(REEZ)
Manufacturing
Sustainable and sale of
forest timber
management products Total
QEST- BE NHE
RNER AR Em st
HK$ 000 HK$’000 HK$’000
BT T BT T BT T
Revenue from external REINEEP Z A
customers 193 47,333 47,526
Reporting segment revenue A S 7 2B U A 193 47,333 47,526
Reportable segment loss BR A A R &5 5 3D
before taxation Ei (5,256) (10,153) (15,409)
Change in fair value of EYEERNFEZBR
biological assets less SHE AR
costs to sell (90,594) - (90,594)
Depreciation e 621) (137) (758)
Waiver of liabilities by BoERAREERE
trade creditors 123,684 - 123,684
Interest expenses FERAX (5,591) - (5,591)
Interest income B A 6 = 6
As at 31 March 2013 (Audited)
R-ZB-=F=HF=+—H (&EE%)
Manufacturing
Sustainable and sale of
forest timber
management products Total
CIESE HERHEE
AMER A Em #et
HK$’000 HK$’000 HK$’000
BT T BT T BET T
Reportable segment AREDIBEE
assets 836,011 14,906 850,917
Additions to non- FRBOBEERE
current segment
assets 450 2,239 2,689
Reportable segment ARESBEE
liabilities (319,476) (26,038) (345,514)
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Notes to the Condensed Consolidated Financial Statements
SRR 4R & B 35 ¥R &5 FI 5

For the six months ended 30 September 2018 HZ=—ZT—=F LA =+HIL~ @A

5. SEGMENT REPORTING (continued) 5. 2%®E B

(b) Reconciliation of reportable segment (b) AIHED WA BFIHEE -
revenue, profit or loss, assets and liabilities: EERBEZYHER:

For the six months ended
30 September
BEARA=1THIEAREA

2013 2012

—E—= —F—=
HK$’000 HK$ 000
BT T ST T
(Unaudited) (Unaudited)
(REER) (RE&FEZ)

(i) Revenue i %A

Reportable segment revenue Al R & 5 FUA 26,450 47,526
Elimination of inter-segment revenue D FBREUA - -
Consolidated revenue LZAE WA 26,450 47 526

For the six months ended
30 September
BEZhA=THLAREA

2013 2012

—E-=F —E—_F

HK$’000 HK$’000

BET T ok eI

(Unaudited) (Unaudited)

(REER) (REEHERZ)

(ii) Loss (i) &8
Reportable segment loss before B B A0 Al 2R &5 0 P Es 18

taxation (104,856) (15,409)
Unallocated corporate income ROBLBEIWA 14,540 6,423
Unallocated depreciation ROBLITE (1) ©
Unallocated interest income R ERAEWA - -
Unallocated interest expense ROBEFBERZ (67) (630)
Unallocated corporate expenses ROBEEHERT (28,714) (11,123)
Loss before taxation BT Al &R (119,098) (20,748)
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For the six months ended 30 September 2013 HZ=—ZT—=F L A=+HIE/NEA

5. SEGMENT REPORTING (continued)
(b) Reconciliation of reportable segment

DEEE (B
(b) TAIEREDIPUYA B FHEE -

revenue, profit or loss, assets and liabilities:

BEREREZHE: (8)

(continued)
At At
30 September 31 March
2013 2013
R-E—=% RZZE—=
ABA=1+H —A=1+—8
HK$’000 HK$’000
BT BT T
(Unaudited) (Audited)
(REBERZ) (EEZ)
(iii) Assets (iii) &
Segment assets for reportable segments AREDH 2 DEEE 717,252 850,917
Unallocated corporate assets ROMEHEEE 17,297 217,107
Total assets per condensed consolidated B E BIBAR K
statement of financial position 23 EERE 734,549 1,068,024
Liabilities =4
Segment liabilities for reportable segments AREDH 2N HEE 90,331 345,514
Unallocated: AAEL:
— Provision for taxation — BiIAEHE 50,255 50,255
— Deferred tax liabilities - BEERBEERE 100,398 143,296
~ Corporate liabilities - hXARE 17,213 11,952
Total liabilities per condensed BRAGEHBRRE
consolidated statement of financial FTE7 B ERE
position 258,197 551,017
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Notes to the Condensed Consolidated Financial Statements
SRR 4R & B 35 3R &5 FI 5

5. SEGMENT REPORTING (continued)

(b) Reconciliation of reportable segment

5.

revenue, profit or loss, assets and liabilities:

(continued)
(iv) Other material items

DEHE (&)

For the six months ended 30 September 20183 HZ=—ZT—=F LA =+HI/~EA

(b) TTEHEDIBBA BFIHEE

BERARBEZHER: (8)

(ivy HtEEEH

For the six months ended 30 September 2013

(Unaudited)
BE-Z-ZFhAZTHLEAEAR
(REER)
Manufacturing
Sustainable and sale of
forest timber
management products  Unallocated Total
TRE HERHE
RMER ANER ROE st
HK$’000 HK$’000 HK$’000 HK$’000
BETT BETT BETR BETR
Depreciation e 335 138 1 474
Interest expenses HMER% 1,683 - 67 1,750
Interest income MEHA - - - -
For the six months ended 30 September 2012
(Unaudited)
BE-Z-——EAA=THLNER
(REER)
Manufacturing
Sustainable and sale of
forest timber
management products Unallocated Total
RE HENHE
ANER AMER R it
HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT
Depreciation e 621 137 9 767
Interest expenses MEFX 5,591 - 630 6,221
Interest income ME WA 6 - - 6
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Notes to the Condensed Consolidated Financial Statements

B AR S B A% R 5 BT o

For the six months ended 30 September 2013 H#Z =T —=F N A=+HIE/~EA

5. SEGMENT REPORTING (continued) 5.

(c) Revenue from major products and services:

DEEE (B
(c) REETEEMRBRH WA :

For the six months ended
30 September
BEAA=1THILXEA

Sales of forestry and timber products B AR RARRHE G

6. REVENUE 6.

Revenue represents the invoiced value of goods sold, after
allowances for returns and trade discounts and revenue.

An analysis of revenue is as follows:

2013 2012
—E—= —E——F
HK$’000 HK$’'000
BT T BT T
(Unaudited) (Unaudited)
(REEX) (REEEZ)
26,450 47,526
WA
WAt RREREFETNEREHEE
m 2 ERFERMA -
WASHTLAT -

For the six months ended
30 September
BEAA=THLKEAR

2013 2012
—E—= —E——F
HK$’000 HK$’'000
BT T BT T
(Unaudited) (Unaudited)

(REEZ) (REEZ)

Sales of forestry and timber products B EARM RARKE @
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7. OTHER INCOME AND OTHER NET GAIN

HEz RS

For the six months ended 30 September 2013 #HZE —=

B 75 3 5 B

—=FNAA=+HIEAEA

7. HAWARHEKEFE

For the six months ended
30 September
BEARA=1THIEAREA

2013 2012
—E-=F —E——F
HK$’000 HK$’'000
BT T BT
(Unaudited) (Unaudited)
(REER) (RE&FEZ)
Other income E AU A
Rental income AL WA - 15
Reversal of write down of inventories B 17 & HiUR 12,375
Waiver of liabilities by trade creditors (note j) BoEEANRREE (ML) - 123,684
Others HAth 92 799
12,467 124,498
Other net gain H b Uy a5 5 58
Change in fair value of financial liabilities MBAaEATEZS (f7F22)
(note 22), (2012: note i) —EF— 4 {y i) 14,540 5,903
Net exchange (loss)/gain b 5, ( J%‘T,E )/ Wa FEE (11,664) 16
2,876 5,919

Notes:

In March 2011, the Group purchased logs and timber from independent
suppliers in Democratic Republic of Congo (“DRC”) and Virginia, USA and
sold them at a total sale prices of approximately HK$396 million to some PRC
customers who are independent to the Group and its directors on an ex-yard
basis. Ex-yard means the seller was required to deliver the goods to its yard. All
other transportation costs and risks are assumed by the buyers. The customers
inspected and accepted the goods sold at the respective designated yards
in DRC and USA. The sales contracts were signed under Hong Kong laws.
According to the terms and conditions of the sales contracts, the customers
were responsible for arranging transportation after inspection and acceptance
of delivery.

In April 2011, China placed a ban on importation of logs from Virginia, USA. No
one could move any logs originated from Virginia to China. The ban was only
lifted, on a test basis, beginning 1 June 2012.

The Group understood that Chinese customs places ban on importation
of products and goods from time to time. These bans may be politically
motivated as retaliations to discriminatory policies against Chinese goods by
foreign countries. Bans based on such motivations may be difficult for market
participants to predict the duration. The Group was not aware of any similar
rationale behind the April 2011 ban which stemmed from pests being found in
some shipments from those selected states involved. Pest problems in general
should be easily addressed by proper fumigation. Based on public information,
the US government from those states involved seemed to be working actively
and immediately to resolve the problem with the Chinese customs. In addition,
the views of the Group’s sales in the PRC and market views collected by them
indicated that the concerns could be resolved quickly. As such, the Group
believed that the ban would be short-lived.
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For the six months ended 30 September 2013 HZE—ZT—=F L A=+HIE~EA

7. OTHER INCOME AND OTHER NET GAIN
(continued)

Notes: (continued)

)

(i)

(continued)

Concurrently, the customers began looking for vessels to transport the African
logs and timber from DRC to China since signing of the sales contracts. It
proved to be very difficult to secure vessels as there are limited choice of
shipping lines due to the perceived security risks associated with DRC, the
limiting conditions of the port and the lack of proper port facilities for loading.
The Group tried to assist the customers out of courtesy but was also not
successful.

Timber prices in China began to soften in the second half of 2011 and
continued with a downward trend for the rest of the year. Demand and prices
dropped significantly after Chinese New Year in February 2012 generally due to
poor housing market and negative economic outlook in China.

The sales contracts required payments be made in five instalments by the
customers with the last of the installments paid by 31 August 2011. Up to 28
December 2012, only a total of approximately HK$84 milion was collected
from the customers. No further payments were received from the PRC
customers since July 2011. The Group requested the customers to settle
the outstanding payments due to it numerous times while understanding
the unusual circumstances surrounding the delays in shipment of the goods
sold both from the USA and DRC to China. When considering to allow the
customers to make deposit payments slower than the original plan, the
Company took into consideration amongst other factors that it may physically
block the movement of the logs and timber if payments received were not
adequate to cover the quantity of logs and timber that the buyers ship. The
physical block would be feasible as the Brazilian logs sold were stored inside
the hydropower plant at our log yards; and the African logs and timber sold
were stored at our supplier's warehouse at the port which we helped to
arrange.

Timber prices began decreasing during the last quarter of 2011 and dropped
significantly and suddenly during the first quarter of 2012 due to slow down
in the Chinese housing market and economy. The customers notified the
Group its intention to default on the contracts in May 2012. After repeated
unsuccessful attempts in collecting the outstanding receivables from the
PRC customers, the Group agreed with the African and US suppliers to
terminate its purchase agreements with them on 31 May 2012 amicably. The
Group recognised the waiver of liabilities by trade creditors as other income
of HK$124 million during the interim period ended 30 September 2012. The
African and US suppliers took back the logs and timber with no further liabilities
due from the Group. The Group understood that the supplier sold the logs in
the domestic market with some profit after taking back the logs.

Trade receivable of HK$299 million for the sale of the above logs and timber
were written off during the year ended 31 March 2012.

On 19 December 2011, the Company issued 300,000,000 non-listed warrants
to a strategic investor. The 300,000,000 non-listed warrants carry the rights
to subscribe for 300,000,000 ordinary shares of the Company at an exercise
price of HK$0.25 per each ordinary share for a term of twelve months from the
completion date of the subscription. The warrants are classified as financial
liabilities and are measured at fair value at each end of the reporting period.
For the six months ended 30 September 2012, the valuation was carried out
by Grant Sherman Appraisal Limited independently based on Binomial Option
Pricing Model. The fair value of the warrants decreased from HK$6,030,000
at 31 March 2012 to HK$127,000 at 30 September 2012 mainly due to the
elapse of time closer to maturity of time and decrease in the value of the
underlying shares. Accordingly, a gain from change in fair value of financial
liabilities of HK$5,903,000 was recognized during the six months ended 30
September 2012.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 September 2018 HZ=—ZT—=F LA =+HIL~ @A

8. LOSS BEFORE TAXATION
The Group’s loss before taxation is arrived at after charging/

8. KRBIATEIE

AEBBRBATEBEDEME, (GEA)T

(crediting): P FIBESH :
For the six months ended
30 September
BEAA=1tRHLAXEA
2013 2012
—E—= —E——
HK$’000 HK$’000
BT T ok eI
(Unaudited) (Unaudited)
(REBER) (REEFEZ)
(a) Net finance costs (a) MEEBERFH
Finance income on financial assets not at fair I IR A FEE A
value through profit or loss BalRk s MBEEL
BE A - ©)
Finance costs L& & M
Interest on bank and other borrowings wholly AR AFABHERIRE
repayable within five years TREMEBEEZFE 1,009 573
Interest on promissory notes AT HE 67 65
Interest on amounts due to shareholders JE A IR ER SR IE 2 FI & 668 5,252
Interest on amounts due to related companies JENREE A RIFIEZ
A 6 283
Finance charges on obligations under finance BRE ML AEZ
leases BE M - 48
Total interest expenses on financial liabilities I IR A FERT A
not at fair value through profit or loss BalRkcUBEaEe
MEFRX B 1,750 6,221
1,750 6,215
(b) Staff costs (including Directors’ (b) ETRA (B
remuneration) BEEEFM)
Salaries, wages and other benefits e TEREMBEF 10,526 22 055
Pension scheme contributions NESETEIHEK 663 791
Equity-settled share-based payment LA s 42 45 & LARR {7
expenses TEX 446 (98)
11,635 22,748
(c) Other items (c) HfBH
Cost of inventories* FER A" 21,318 45,904
Reversal of write down of inventories B 17 & MU (12,375) =
Depreciation e 474 767
Minimum lease payments under operating T RETF (B
leases for land and buildings (including EEREE)KE
Directors’ quarters) MYz &xEHES 240 2,267
Auditor’s remuneration ZERT BN
— audit services —EZ R - -
— other services — H At iR %5 587 764

Cost of inventories sold includes depreciation of HK$6,000 (2012: HK$8,000)
and staff costs of HK$1,746,000 (2012: HK$1,655,000), the amount of which
is also included in the respective total amounts disclosed separately above.

B EH 2 EERABESEB6,0007T (=
T — —4F B 8,000 ) & B TR A K
1,746,0007t ( —F — — 4F : 7 #1,655,000

7T) BERIEINE BEE L X5 RIHE > A
BmgEEh-
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9. INCOME TAX 9. MEH
Income tax in the condensed consolidated income statement AR Wam R 2 TS ERER
represents:

For the six months ended
30 September
BEAA=1THILXEA

2013 2012
—E—-= —E—_F
HK$’000 HK$’'000
BETT BEET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Current tax BNHAR 18
— Hong Kong Profits Tax —EBMIEN - =
Deferred tax EE T IE
— Reversal of temporary differences — R B R =5 (29,844) (30,802)
(29,844) (80,802)
Hong Kong Profits Tax is calculated at 16.5% (2012: 16.5%) of BBTEMIBEREBEE 2 BT ERT
the estimated assessable profits arising in Hong Kong. Brazil i MR E165% (—ZF——F:165% )
income tax has been provided at the rate of 34% of the estimated T8 BEAMSHBEREmEE Z (A
assessable profits arising in Brazil. Taxation arising in other JE SR B i A H2 ot R34 % AT IR B - IO EL A
jurisdictions is calculated at the rates prevailing in the relevant AR EE 2 BiIRIRAER e A E 2 R
jurisdictions. IMEGTE -
10. DIVIDENDS 10. K&
The Directors do not recommend the payment or declaration of any EETERREE—_T——FNLA=+H
dividend for both six months ended 30 September 2012 and 30 E_E—=FNA=1+HItME/EA K
September 2013 respectively. B EIRERRRE ©
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11. (LOSS)/EARNINGS PER SHARE
The calculation of the basic and diluted (loss)/earnings per share is

based on the following data:

Notes to the Condensed Consolidated Financial Statements

HEz RS

For the six months ended 30 September 2013 #HZE —=

B 75 3 5 B

—=FNAA=+HIEAEA

11. BK (F8) BF
BREARRES (BEB) BF TR EIA
TEIEE -
For the six months ended

30 September
BEAA=1tHLXEAR

2013 2012
—E-—= —T—=F
HK$’000 HK$’ 000
BT T BT
(Unaudited) (Unaudited)
(REER) (REEzE=Z)
(Loss)/Earnings (B518|) BF
(Loss)/Earnings for the purpose of basic and RN EGRER RS
diluted (loss)/earnings per share (BB &8z (&E8)
SBN
— (Loss)/Profits attributable to the owners of —ARNRHEB ARG
the Company (EB#E), & (89,254) 10,054
’000 ‘000
T T B%
(Restated)
(#=&E5)
Number of shares [idvg 4=
Weighted average number of ordinary shares BIAFTEERER (F518),
for the purposes of basic (loss)/earnings per A 2 AR pitE
share T2 1,342,763 1,160,944
Effect of dilutive potential ordinary shares arising 5 Tﬁ AR EERNEEZ
from conversion of convertible preference BUEEELRk &
shares - 54,993
Effect of dilutive potential ordinary shares arising 1T BERRREE £ 2 B E#H
from exercise of share options TER2TE - =
Effect of dilutive potential ordinary shares arising 771 &% Hx% E EXEZ
from exercise of warrants BrEEEL R & - -
Weighted average number of ordinary shares for ~ FILAGHESAH#E (F518)
the purposes of diluted B 2 E A hntE
(loss)/earnings per share 1580 1,342,763 1,215,937

Diluted loss per share equals to the basic loss per share for the
six months ended 30 September 2013 because the outstanding
convertible preferred share, share options, warrants and other
potential ordinary shares in issue had an anti-dilutive effect on the

basic loss per share.

The share options and warrants had no dilutive effect on the basic
earnings per share for the six months ended 30 September 2012.

Note: As disclosed in note 30, the share consolidation became effect from 2 October
2013. The figures of basic and diluted loss per share for the six months ended
30 September 2013 have been taken up the effect of the share consolidation.
The figures of basic and diluted earnings for the six months ended 30
September 2012 have been restated for the effect of the share consolidation.

AR R ART T 2 PR E ST - RERHE - 38
PR AN AME BT EEE R ZER
EABBRARBEYE WEE_F—=
FNA=F BN EA 2 SR EREA
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12.

13.

PROPERTY, PLANT AND EQUIPMENT
Acquisitions and disposals

During the six months ended 30 September 2013, the Group did
not acquire or dispose of any property, plant and equipment.

During the six months ended 30 September 2012, the Group
acquired property, plant and equipment of HK$1,645,000 and
disposed of property, plant and equipment with carrying amount of
HK$970,000, resulting in a loss on disposal of HK$131,000.

12. V¥ BEKRRKXE

WERHE
BE_Z—=FAA=TRHLEXER K
SEWEBASHEEADE BB MR
e

HE-_Z——FNA=1+HI~EA"
7N 5= B B A 7 #51,645,0007T 2 ) % - R
5 T2 5% 8 DA R i 5 BR T (B 7% #5970,0007T
ZWE - WE R BB EBESE
131,0007T °

BIOLOGICAL ASSETS 13. £ EE

HK$’'000

BT T
At 1 April 2012 (Audited) RZFE——FWOA—B (KEX) 913,049
Changes in fair value less costs to sell RNEEEEREE KR (482,190)
Exchange movement VE (86,687)
At 31 March 2013 (Audited) RZE—=F=A=1+—8 (K&FR) 344172
Changes in fair value less costs to sell N {E B R E A (87,776)
Exchange movement I 52 8) (30,846)
At 30 September 2013 (Unaudited) RZFE—=FNA=1+8 (REHEX) 225,550

The Group’s forest assets, acquired through the business
combination of Amplewell and its subsidiaries, are located in
the Northwest of Brazil, the State of Acre, Amazon Region (the
“Brazil Forest”). As at 31 March 2013 and 30 September 2013,
the biological assets represented natural tropical forests. The total
area of the Brazil Forest is approximately 44,500 hectares. Under
the environmental laws in Brazil, 20% or 8,939 hectares of the
Brazil Forest area is the permanent preservation area and therefore
is restricted from logging. At least 80% of the remaining area is
designated as the sustainable forest management area and the
balance is the permissible clear cut area that has no restriction on
feling under the environmental laws of Brazil. In the sustainable
forest management area, minimum impact logging techniques
are used and forests are managed in a sustainable manner which
means that the harvesting rate is below the overall natural growth
of the forest. The main objective in sustainable forest management
program is to ensure the substance of the forests be preserved.
The maximum logging rate allowed under relevant regulations
governing sustainable forest management is 30m?® per hectare, an
average, over a 25 to 30-year harvesting cycle.
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13. BIOLOGICAL ASSETS (continued) 13. £YEE (&)

In November 2009, Universal Timber Resources Do Brasil
Participacao Ltda (‘UTRB”), a subsidiary of the Company in
Brazil, and a main contractor being an independent third party of
the Group (“Main Contractor”) entered into a service agreement,
pursuant to which the Main Contractor engaged UTRB to provide
tree felling services in the hydropower plant in Rondonia, Brazil.
The main contract was signed between the operator of the
hydropower plant and the Main Contractor. In May 2010, the
alleged agent (“Alleged Agent”) of the Main Contractor’s owner
started negotiation with UTRB for the proposed sale of the equity
interest of the Main Contractor to UTRB (the “Proposed Deal”).
UTRB was not satisfied with the results of due diligence exercise
on the Main Contractor and the Alleged Agent failed to provide
proper authorization document from the equity-owner of the
Main Contractor to proceed with the Proposed Deal. As such,
the Proposed Deal did not materialize. Since around February
2011, UTRB and its staff had been harassed by the Alleged
Agent of the Main Contractor in the tree felling service project in
Rondonia. Not only was the tree felling service project adversely
affected by the Alleged Agent, he has also created a difficult and
hostile environment for UTRB and its staff in Brazil. The Alleged
Agent harassed UTRB’s staff and their family with death threats
in numerous instances. The Group’s employees especially in
Brazil were scared and UTRB had experienced high turnover
of personnel. As such, it was decided to suspend harvesting
operations in Acre to address the concerns of its staff. For the
period ended 30 September 2013, the Group recorded a decrease
in fair value less cost to sell on biological assets of HK$87.8 million
(year ended 31 March 2013: HK$482.2 million). The loss was
primarily attributable to decrease in log prices.

The forest engineer adopted the following methodology in
determining the harvestable area of the Brazil forests in the
technical report used for the valuation. This methodology or
standard (Modeflora — Digital Model of Forest Exploration) was
developed locally in Brazil by Embrapa (Brazilian Enterprise for
Agricultural Research). Adoption is not mandatory by the state but
recommended to the forest engineer professionals.

R-ZEZNF+—A ARAREREZ
B 8 A ] Universal Timber Resources Do
Brasil Participacao Ltda ([UTRB | ) £2 == 7
BE([EAEE]  AAKB 2B E=
FEIM R W Bl T ABEEE
UTRBTEE FaBA % fE 8 M 2 7K 1 B B e
EARARIRTS © 2K S BB 2 45 & & B2 = 7K
BEBITAN - N-T—TFHA T
ABEEAAZEBRE ([HEBRE])
A 44 EBUTRBRL MIUTRBE 32 $5 & £ A& &
AR A S ((EER5])ETER-
UTRBY E A& BE 2 EHEE LRI M
B miEEAREE AR A EAEE 2 E
mEA A 2 B SRS LT R
R Bt BHERZELER - ABE =
T——F— AR UTRBRE B T&EMH
ZREDMZEARIEEE EREABEZ
FEERERE - EERETE BRARS
HB SR FE  FIHA<UTRBRE 8
T e B pa T 2R 40 M B - 15 TB AR
ZRAFL T B ERBUTRBE T MIEE
KA AREFEZET BFRRERZET
RERLE  BHUTRBZ B TRk RS
Ett - ANEEREE(E I 5 =M 2 oRE
BUABBRETI v EBE -HE_T—=F N
A=1H1LEE  NEBREMEESS
Bk 85 B A AN T ik 687,800,000
(BE—ZE-=F=A=+—HILtFE:
75 #482,200,0007T ) ° E51E £ ERR R
B TRRATE

AP IIRAIAMES B A g 2 BT RS PR
RT3 AR E BB A HRKE
o %3 77758 28l (Modeflora — Digital
Model of Forest Exploration) B Embrapa
(Brazilian Enterprise for Agricultural Research)
RE PR3 - BRI R HI BSKERBZ T
MR M BEERMTIZAHERE -
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13. BIOLOGICAL ASSETS (continued) 13. £YEE (&)

The Brazil Forest was independently valued by Greater China
Appraisal Limited (‘GCA”), an independent qualified professional
valuers not connected with the Group. GCA has experience
in valuing similar forestry assets. During the valuation process,
GCA referenced to a technical report on estimation of quality and
quantity of commercial and potentially commercial wood species
and residues resulting from the forest exploitation issued by
CAAP FORESTAL (“CAAP”). CAAP performs only once diagnostic
sampling for the whole farm area under current State regulation.
The whole farm area will be divided into certain units of production
area. 100% census of the inventory will be performed inside each
unit of production area in order to obtain new operating license
for each unit of production area. In general, it is common practice
by forest engineers to assume there is no change in the forest
inventory as the tropical natural forestry asset is very stable within
five to ten years, so there is not necessary to perform detailed
sampling every year. Rain forest is a long lasting asset if without
human intervention (Amazon forest is estimated to have existed
for some 10 million years). Temporary hostile climate, e.g. strong
wind, heavy rain and flooding do not change the natural habitat of
the forest. Disease and fire might affect the forestry assets, but to
the best knowledge of the Company, no known fire and abnormal
wood disease were reported during the periods covered under
the valuation. Temperature might affect the quality/volume of the
forestry asset, but in a long term prospective (which usually over
decades) instead of affecting within a short period of time.

Notwithstanding the above, CAAP obtains satellite image of the
farms in every year with spatial resolution of 15m (49 ft). This is to
recognize if there is any abnormal situation (e.g. sudden large scale
clearing/disappearing of trees) in the farms. It indicated that any
object or abnormality with 15m in size will be shown on the satellite
image. CAAP also monitors the daily updates on burns and fires in
Brazil forest area: http://www.inpe.br/queimadas/.

GCA has adopted a discounted cash flow methodology in valuing
the Brazil Forest. The following are the major assumptions used in
the valuation:

(i) a logging volume of 21.5m* per hectare in the sustainable
forest management program area.

(i)  a post tax discount rate of 17.30% based on the data and
factors relevant to the economy of Brazil, the industry of
forest business and the harvestable resources in the Brazil
Forest, and the weighted average cost of capital.
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13. BIOLOGICAL ASSETS (continued)

(i)

(iv)

harvesting activities for the first 30-year cycle will resume from
the calendar year of 2014 and complete in 7 years. Revenue
or costs from subsequent harvesting cycles are not taken into
account.

average log price growth at a rate of 3% per annum in the
next 7 years, which is the expected long term growth rate
estimated by reference to the Consumer Price Index in USA.

the Group will obtain Forest Stewardship Council (“FSC”)
certification in 2015. FSC certification demonstrates fulfillment
of social and ecological criteria, while increasing the prices
achievable for timber products. Based on current market
practices, the directors estimate that the Group can enjoy a
price premium of 15% over non FSC timber products from
2015 when the Group obtains the FSC certification.

The Group is exposed to a number of risks related to its natural
forest.

U]

(i1)

Regulatory and environmental risks

The Group is subject to laws and regulations in Brazil in which
it operates. The Group has established environmental policies
and procedures aimed at compliance with local environmental
and other laws. Management performs regular reviews to
identify environmental risks and to ensure that the systems in
place are adequate to manage those risks. The Directors are
not aware of any environmental liabilities as at 30 September
2013.

Supply and demand risk

The Group is exposed to risks arising from fluctuations
in the price and sales volume of logs. When possible the
Group manages this risk by controlling its harvesting volume,
according to market conditions. Management performs
regular industry trend analysis to ensure the Group’s pricing
policy is comparable to the market and the projected
harvesting volumes are consistent with the expected
demand.

13. £YEE (8®)

(i)

v)
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EEMAEEAR T —AFENE
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B H15% 2 G IE

AREBEREXARNE G Z AR -

L)

EERRRAR
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14. GOODWILL

14. &

Manufacturing

Sustainable and sale of
forest timber
management products Total
(note i) (note i)
Gl Eovns BERHEE
= R E @ et
(Hiszi) (Hi#zi)
HK$'000 HK$'000 HK$'000
BT T BT T BT T
Cost R
At 1 April 2012 (Audited) and R-ZE——FA—H
31 March 2013 (Audited), (w3 Z) R_T—=%F
at 1 April 2013 and =A=+—8H
30 September 2013 (&%) -
(Unaudited) N_ZE—=FA—H
MZF—=%F
NA=TH(REER) 1,686,883 77,353 1,764,236
Accumulated impairment 2R ERE
losses
At 1 April 2012 (Audited) and RZZTE—Z—FMA—H
31 March 2013 (Audited), (' Z) R_T—=%F
at 1 April 2013 and =A=+—8H
30 September 2013 (&%) -
(Unaudited) RZT—=FWH—H
MZF—=%F
NA=TH (REEX) 1,384,765 77,353 1,462,118
Carrying amount REE
At 30 September 2013 RZZE—=FhHA=TH
(Unaudited) (REEERZ) 302,118 - 302,118
At 31 March 2013 (Audited) RZE—=F=A=+—H
(&EZ) 302,118 = 302,118

34  Sustainable Forest Holdings Limited ¢ Interim Report 2013



Notes to the Condensed Consolidated Financial Statements

B AR S B A R 5 B

For the six months ended 30 September 20183 HZ=—ZT—=F LA =+HIL~EA

14. GOODWILL (continued)

Notes:

@M

Sustainable forest management

Goodwill was allocated to the Group’s cash-generating unit identified
according to the operating segment. Goodwill as at 30 September 2013 and
31 March 2013 was attributable to the cash-generating unit that comprises the
sustainable forest management segment.

For the period ended 30 September 2013 and for the year ended 31 March
2013, the recoverable amount of the sustainable forest management segment
was determined to be higher than its carrying amount, therefore, there was no
impairment.

The forest engineer adopted the following methodology in determining the
harvestable area of the Brazil forests in the technical report used for the
valuation. This methodology or standard (Modeflora — Digital Model of Forest
Exploration) was developed locally in Brazil by Embrapa (Brazilian Enterprise
for Agricultural Research). Adoption is not mandatory by the state but
recommended to the forest engineer professionals.

The recoverable amount of the sustainable forest management segment
cash-generating unit was based on value in use and was determined with the
assistance of independent valuer.

Value-in-use was determined by discounting the future cash flows generated
from the continuing use of the unit. The calculation of the value in use was
based on the following key assumptions:

- Cash flows for sustainable forest management segment were
projected based on past experience and financial budget approved by
management. The financial budget is for 9 years. The management
considers that the harvesting activities have 30-year cycle so long
period of budget can be justified. Management estimated that the cash
flows after 9 years are immaterial to the overall recoverable amount of
the unit because the management planned to complete the harvesting
and selling activities for the first 30-year cycle of the Brazil Forest within
9 years. Therefore, cash flows after 9 years are not included in the
value in use calculations. Management estimated that there would be
a negative growth of 58% in year 9 as a result of the completion of
harvesting and selling activities for the first 30-year cycle of the Brazil
Forest.

- Revenue was projected based on management’s past experience and
their expectations for market development and the harvesting plan.

- Timber product average price growth at 3% per annum. The expected
long term growth rate was estimated by reference to the Consumer
Price Index in USA.

- A pre-tax discount rate of 28.38% based on the data and factors
relevant to the economy of Brazil, the forest industry, the timber
products in the Brazil Forest, and the weighted average cost of capital.

= The Group will obtain FSC certification in 2015. FSC certification
demonstrates fulfillment of social and ecological criteria, while increasing
the prices achievable for timber products. Based on current market
practices, the directors estimate that the Group can enjoy a price
premium of 15% over non FSC timber products from 2015 when the
Group obtains the FSC certification.
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14. GOODWILL (continued)

Notes: (continued)

(i)

Manufacturing and sale of timber products

The goodwill of HK$77,353,000 arising from the acquisition of Originate
Tech Global Investments Limited and its subsidiaries represented the future
economic benefits from the synergy effect of the business combination.

The recoverable amount of manufacturing and sale of timber products
segment cash-generating unit was based on value in use. The value in use was
determined by discounting the future cash flows generated from the continuing
use of the unit.

For the year ended 31 March 2012, goodwill relating to manufacturing and
sale of timber products segment suffered an impairment loss of HK$77 million.
Manufacturing and sale of timber products segment incurred a net loss of
approximately HK$18 million in its first year of operations since consolidation
into the Group. The net loss was mainly due to rapid slow down of the PRC
property market and falling property prices in the PRC. As a result of the
uncertainties in the PRC economy and continued depressed timber demand
and prices, the Group considered that the value of the goodwill related to
manufacturing and sale of timber products segment suffered impairment.

The entire value of manufacturing and sale of timber products segment was
considered impaired as of 31 March 2012, and an impairment loss on goodwill
of HK$77 million was recorded.

14. BE (®)

Biat - (&)

(i)

HERBEEANER
WEBEIRERHIRE AR A R R E KB A RE
£ BB 77,353,000 KR ESE G
PR 155 7] R4 2 R AR P ) 2

BUERHEARMEMD BREELEEMZ AT
Wml &R AEESER EREETER
BRRAR B FREEAREMZ ARR S nEE

-
TEe

REBE-T——F=-A=+—HALEE" ¥
REE R HEARME RS 52 B ERSRE
&5 1875 #577,000,0007T © B3 I S & ANME M
PEREREBESHEBEZEESFELEBR
SREBA)51618,000,0007T * EIEIFEEBERH
PEYEN SR EREARERTEYEE
& T Bk o B 70 R B A S BRBA R AR M 75 Sk &
BEREESE AEERAELERHENR
MERHSBEEZEHEBEHEARE:.

RZZE—=—F=A=+—H HERHEENR
MERDBZ 2B BEERRBEME Wik
15 P88 R B & 18 77,000,0007T ©

15. INVENTORIES 15. 78§
At At
30 September 31 March
2013 2013
R-—E-—= NZE—=4F
AB=+H =A=+—H
HK$’000 HK$'000
BETT BT IT
(Unaudited) (Audited)
(REER) (&&EZ)
Timber logs AR RA - =
Sawn timber B 3,960 3,320
Raw materials R4 - -
Work in progress ERI G 1,806 =
Finished goods LR o 2,840 1,017
8,606 4,337
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16. TRADE AND OTHER RECEIVABLES
The Group’s trading terms with its customers are mainly on credit
and letters of credit, except for new customers where payment in
advance and cash on delivery are normally required. Invoices are
normally payable between 30 and 180 days after issuance. Each
customer has a maximum credit limit.

The Group seeks to maintain strict control over its outstanding
receivables and has a credit control department to minimise
credit risk. Overdue balances are reviewed regularly by senior
management.

The ageing analysis of the trade receivables as at the reporting
date, based on invoice date, was as follows:

16. EWE B RIER EtbEKFIR

BRHIEE—RAEMNTEERERTHEE
I AREBERZEHTRFEERRUE
ARER S - BHE—MREREH%302=180H
NEZf-BRREFERERREERE

ARG BRI @ 2 WK IR B HE R AR 12
B W BRI E R RETEER AR
BREREEERR SREEETHEHN
B R o

REREEH REZAMFE L RKES
RIBZBREE DT -

At At
30 September 31 March
2013 2013

N-E—=F NZZ—=F
hA=+H =R=+—H

HK$’000 HK$’000

BETT BT T

(Unaudited) (Audited)

(REER) (%)

0 to 30 days 0%30H 334 197
31 to 60 days 31260H 3 -
61 to 90 days 61290H - -
Over 90 days Q0R M £ 74 77
Trade receivables, net [EWE 55 IB R 411 274
Other receivables H U RIA 4,134 5,608
Amount due from a director el — 2 EERA - 183
Amount due from a shareholder e W — 2 B 3R A - 422
Prepayment and deposits BRFERES 788 4,096
5,333 10,583
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17. TRADE AND OTHER PAYABLES

17. ENEZREREENFR

At At
30 September 31 March
2013 2013
R-E-Z=F% R-E—=
AB=1H —A=1+—8
Note HK$’000 HK$’000
HiaF BETT BT IT
(Unaudited) (Audited)
(REEZ) (EEZ)
Trade payables & 5308 @) 39,729 51,650
Other payables and accruals Hip eI RIBREE R 34,221 19,818
Amount due to related companies JEfS BB A BIFRIA 6,506 7,933
80,456 79,401

(a) Trade payables

An ageing analysis of the Group’s trade payables as at the
end of the reporting date, based on invoiced date, was as

(a) BENEZRE

RREHEERR  RBEREHAE
ZASERNE ZRIBZRE DT

follows: s
At At
30 September 31 March
2013 2013
R-E-—= R-T—=4%F
AB=+H =A=+—H
HK$’000 HK$'000
BET T BT IT
(Unaudited) (Audited)
(REER) (&&EZ)
0 to 30 days 0£30H 1 3,930
31 to 60 days 31£260H - 190
61 to 90 days 61£290H 11 -
Over 90 days 90H LA 39,717 47,530
Total trade payables [ERNTE 5 3B 39,729 51,650
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18. LOANS AND BORROWINGS 18. EXR KRB E
At At
30 September 31 March
2013 2013

N-E—=F RNZZ—=F
hA=+H =R=+—H

HK$’000 HK$’000
BETT BT T
(Unaudited) (Audited)
(REER) (&%)
Secured interest-bearing loan BEBEZFBER - 36,132
- 36,132
Carrying amount repayable: RUATHREAERZ ZREE:
On demand or within one year EE K —FA - 36,132
More than one year but not exceeding two years A FENBAMRT - =
More than two years but not more than five years BAMFEETEAAF - -
- 36,132
Less: Amounts due within one year shown BREBEEE TN AR
under current liabilities —FRI A - (36,132
Non-current liabilities FRBEE - =
At 31 March 2013, the interest-bearing loan was secured by share RZE—=F=A=+—H8 :T2EZU
charge in favour of the lender over the entire issued share capital —R2 BB A AlAcenergy Limited Z 25
of a wholly owned subsidiary, Acenergy Limited. The Group may EEITRAMERRMNDIFZERTERA °
borrow up to HK$50 million within a 12-month period commencing RERmZEB AR T EABEA - A
the date of the loan agreement. Interest rate is 18% per annum & B & % 7] {& A% #550,000,0007T * 5 F)
and maturity in one lump sum 18 months after the first draw ER18E - B IRIBE K % B X IR KA
down under the loan agreement. Notwithstanding the above, the 8 A B AR — =R E - ETER |
Group may prepay any loan amount outstanding after 12 months MERT  ANEE AR BRI T =
from the first draw down without penalties. The principal of the & A& B e AR ERSRE M HBA
interest-bearing loan was fully repaid on 8 May 2013. SE s EERZASER =T —=FH
AN\BEBEEE-
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19.

20.

21.

Br 75 5 B

—=FNAA=+THIEAAER

SEASONALITY OF OPERATIONS 19. ¥z FHHEE
The Group’s forest operations in Brazil is located in the Amazon AEEREHIMEEBLREEE R
and is subject to weather conditions during the rainy season MEZXARRARFBRS MRE—RES
ranging roughly from December to April each year. Forest logging F+ZAZEMA - A GBS BERNREKE
activities in the Amazon are substantially scaled down or stopped @J%ﬁ*ﬁkﬁﬁQ\ RETHEENERE
completely in some areas. Log prices usually increase during U8 o RMBAE—RARZE_ LA - Tt fE
the rainy season due to diminished supplies. This affects many A FTE e 1t ?7.5. RIEARHEEE <
sawmill operators that have to stock up logs and tie up significant LB ERRRAM RERE LB 5
working capital, but benefits forest owners who can plan ahead to ® BRBEREARMEEETIRTRE -
reserve stock pile prior to the start of the rainy season. The Group HER T EIRN R ERI BB T RAM A
incorporates this seasonality in its forest management plan to avoid B a1 A ZMAGRME R E] - A
supply shortage as well as to take advantage of seasonal price BB R R - W A B A AR ZEIEE
differentials in logs. BEE-
AMOUNTS DUE TO SHAREHOLDERS 20. E{IIREFIE
The amounts are unsecured, bearing interest at 5% per annum and ZERIA SRR REREEEG B R H
not repayable within twelve months. ARTZEARNEE-
PROMISSORY NOTES 21. ANRE
At At
30 September 31 March
2013 2013
R-B—=F R-ZT—=F
AB=+H =A=+—H
HK$’000 HK$’000
BETT BT T
(Unaudited) (Audited)
(REER) (E&EZ)
At beginning of the period/year R/ F 1) 6,648 6,517
Accrued effective interests FEET B BR A A 67 131
6,715 6,648

On 31 July 2009, the Company issued promissory notes in an
aggregate principal amount of HK$232,000,000 as part of the
consideration for the acquisition of Amplewell. The promissory
notes bear interest at 2% per annum. The interest shall be repaid
together with principal in one lump sum upon maturity on 31
January 2011. On 1 September 2010, the Company entered into a
letter with the holder of the promissory notes to extend the maturity
date of the promissory note to 31 July 2012. On 1 September
2011, further extension to 31 July 2013 was granted from the
holder. The promissory notes may be assigned or transferred (in
integral multiple of HK$1,000,000) to any third party (other than a
connected person as defined in the Listing Rules) subject to the
Listing Rules and the applicable laws. The Company may repay
all or part of the principle amount and interest at any time prior
to the maturity date (i.e. 31 July 2013) by giving the holder not
less than seven days’ prior written notice specifying the amount
and date of repayment provided that the amount shall be at least
HK$1,000,000. Otherwise, the payment of principal and interest
payment of promissory notes shall be made in full upon the maturity
date.
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PROMISSORY NOTES (continued)

The fair value of the promissory note at the date of issuance was
HK$191,911,000, which was determined by GCA. Valuations were
made on the basis of effective interest method which is a method
of calculating the amortised cost of a financial asset or a financial
liability and of allocating the interest income or interest expense
over the relevant period. The effective interest rate used in the
calculation of the fair value is 15.74%.

The promissory notes are held by a substantial shareholder. On 23
September 2009, the Company made repayment of promissory
notes with carrying amount of HK$84,529,000 at par value for
HK$100,000,000. On 2 November 2009, the Company made
another repayment of promissory notes with carrying amount of
HK$90,188,000 at par value for HK$105,000,000. The excess of
the repayment amount over the carrying amount of HK$30,283,000
for the year ended 31 March 2010 was accounted for as
distribution to the shareholder.

On 12 April 2010, the Company made another repayment of
promissory notes with carrying amount of HK$19,076,000 at par
value of HK$20,822,000. The excess of the repayment amount
over the carrying amount of HK$1,746,000 for the year ended 31
March 2011 was accounted for as distribution to the shareholder.

Given that the Company has the legal obligation to settle the full
face value of the promissory notes for the aforesaid acquisition,
the Directors considered that it is a transaction with shareholder
in the capacity as owner. The excess shall be accounted for as a
deemed capital distribution to the shareholder and charged to the
contributed surplus account.

21. AFEE (B

ANEZEBERETHHEZAFEAEBE
191,911,0007C * Jh B E T EEE o &
TR BB EEAEL EAtEFEEE
S 15 B (S AR AR K A AR A AR 5 B 7
BIRA ST ST 2 7% st EAFEAT
FAEBRFEB1574E -

ANEEH - ZBEERREG-R -
ZANFENAZ+T=0 AR GIREESBL
100,000,0007T1E & BR 1B 75 184,529,000
TRZENEHE R-_EBEEHEFE+—H=
B AR R 517 E & 7% #105,000,000
7T 18 38 BR T {8 78 #590,188,0007T, 2 7 I5f
ER-HE_T—THF=-A=+—HIt
FE EECHEBEEEEZCEAE
30,283,0007TC A BRI EAR B 79K

RZZE-—ZTFMA+_H AXRART
IR TE (B 7 120,822,0007T (8 12 BR E B 78
19,076,000c Z AN IR -HE T ——
FZA=ZFT—HILFE EESHBLHE
E{E 2 £ 587811, 746,0007C ABRSI| VERRER
DIk ©

ERARAEEFEAEER DB HIE
NANRE 2 EE EFRR/ULTIAES
ASFERFETIR G BHEREA
RIMERER R EA DK - YN E B E
FRAER -

FINANCIAL LIABILITIES . BB EE

At At

30 September 31 March

2013 2013

R=ZE-Z= RZZE—=%F

AA=+H =B=+—H

HK$’000 HK$’000

BETT BT IT

(Unaudited) (Audited)

(REER) (%)

At beginning of the period/year RE/E4 - 6,030
Issue of warrants BITRRER 23,337 =
Exercise of warrants TR R (1,622) =
Change in fair value ~NEEE (14,540) (6,030)

On 7 May 2013, the Company issued 1,180,938,718 ordinary
share warrants and 215,525,161 convertible preferred share
warrants in connection with an open offer. The warrants are
classified as financial liabilities and measured at fair value at each
end of the reporting period. The valuations were carried out by GCA
independently based on Black-Scholes Option Pricing Model and
Merton’s Model.

7,175 =

RZEBE—=FAA+H KARABHAME
E2%771,180,938,71817 L 3B A% A M AE T M
215,525,16117 Al A8 SE IR R A i 75 - 33
RiEEDEAT KA E  WIRSREHM
HEEHZ AT EE - (AEEETER
aH 7w TR T EE R REELS
BT o
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23. SHARE CAPITAL 23. [’
Number of
convertible
Number of preferred
ordinary shares of
shares of HK$0.01
HK$0.0533 per share
per share SREE
BREE #%0.017
7##0.05337 ZARR Total
EEREA BEREE @t
Notes '000 HK$'000 ‘000 HK$'000 HK$'000
/i3 Tk BETT T BT BETT
Authorised: EE:
At 1 April 2012 R-E—-FNA—H 8,437,500 450,000 27,534,000 275,340 725,340
Increased in authorised ordinary ETE L RRIE
shares @ 3,562,500 190,000 - - 190,000
At31 March 2013, 1 April 2013and  R=E—=4=fA=+-8-
30 September 2013 “E-ZENA-BRK
“Z-=FNA=1H 12,000,000 640,000 27,534,000 275,340 915,340
Issued and fully paid: BROTRERE:
At 1 April 2012 RZE——FNA—H 6,702,364 357,459 2,686,861 26,869 384,328
Conversion of convertible preferred 33 1 T #A AR 8 55 Ak
shares ) 261,321 13,937 (1,393,710) (13,937) -
Issuance of shares pursuant to REBRAREZTRN
the equity line facility © 121,947 6,504 - - 6,504
At 31 March 2013 and 1 April 2013 R=T—=4#=F=+—Hk
“Z-=f@A—-A 7,085,632 377,900 1,293,151 12,932 390,832
Issue of new shares in connection L AR R EE{THRH
with the open offer @ 1,180,939 62,983 215,525 2,155 65,138
Shares issue upon exercise of NI TRk R IR
ordinary share warrants RIRH ) 83,599 4,459 - - 4,459
At 30 September 2013 R=E-=£AA=TH 830,170 45342 1508676 15087 460429
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23. SHARE CAPITAL (continued)

Notes:

(@)

Pursuant to a special resolution passed on 11 April 2012, the authorised
share capital of the Company was increased from HK$725,340,000 divided
into 8,437,500,000 ordinary shares of HK$0.0533 each and 27,534,000,000
convertible preference shares of HK$0.01 each to HK$915,340,000 divided
into 12,000,000,000 ordinary shares of HK$0.0533 each and 27,534,000,000
convertible preference share of HK$0.01 each.

During the year ended 31 March 2012, an aggregate of 261,320,704 new
ordinary shares of HK$0.0533 each were issued upon the conversion of
1,393,710,434 convertible preferred shares of HK$0.01 each.

On 19 December 2011, the Company and an independent third party
(“Investor”) entered into (1) the equity line facility agreement (“ELF Agreement”)
and (2) the debt facility agreement (‘DF Agreement”). Under the ELF
Agreement, the Company may require the Investor to subscribe up to HK$350
million, subject to a floor price of HK$0.149 per share (“Floor Price”), worth
of the Company’s shares during a maximum of 3-year period after the
commencement date of the ELF Agreement. Pursuant to the DF Agreement,
the Investor agreed to grant an initial loan of HK$30 million (“Initial Loan”) and
additional term loan of up to HK$80 million (‘Renewal Loan”). On 21 December
2011 and 19 January 2011, the Company and the Investor entered into
supplemental ELF Agreements reducing the maximum commitment amount
from HK$350 million to finally HK$115 million. During the year ended 31 March
2012, 121,947,271 shares were issued to and subscribed by the Investor
under the ELF Agreement.

On 11 April 2013, the Company issued a prospectus (the “Prospectus”)
pursuant to which the Company proposed an open offer (the “Open Offer”)
to issue i) not less than 1,180,938,718 and not more than 1,227,737,503
new ordinary shares of the Company (‘Offer Shares”) at a subscription price
of HK$0.0534 per Offer Share to qualifying ordinary shareholders on the
basis of one Offer Share for every six existing ordinary shares held on 10
April 2013 with bonus issue of ordinary share warrants with exercise price
of HK$0.0534 per ordinary share on the basis of one bonus share warrant
for every Offer Share subscribed; and i) not more than 215,525,161 new
convertible preferred shares of the Company (‘Offer CPS Shares”) at a
subscription price of HK$0.0100125 per Offer CPS Share to qualifying holders
of convertible preferred shares on the basis of one Offer CPS Share for every
six existing convertible preferred shares held on 10 April 2013 with bonus issue
of convertible preferred share warrants with exercise price of HK$0.0100125
per convertible preferred share on the basis of one bonus convertible
preferred share warrant for every Offer CPS share subscribed. Pursuant to
the announcement of the Company dated 6 May 2013 (the “Announcement”),
the Open Offer became unconditional and 1,180,938,718 Offer Shares,
1,180,938,718 ordinary share warrants, 215,525,161 Offer CPS Shares and
215,525,161 convertible preferred share warrants were issued on 7 May 2013.
The dealing of the Offer Shares was commenced on the Stock Exchange on 8
May 2013. Further details of the Open Offer were disclosed in the Prospectus
and the Announcement.

During the six months ended 30 September 2013, 83,598,813 ordinary share
warrants were exercised to subscribe for 83,598,813 new ordinary shares of
the Company at a consideration of approximately HK$4,464,000 of which
approximately HK$4,459,000 was credited to share capital and the balance of
approximately HK$5,000 was credited to share premium account.

23. BAK (&)

Hiat -
(@)

KRMEZERERDE ¢ T —=FhHRE
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18 7% #0.05337T 2 & 38 % }&27,534,000,000
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f% =Mk mES#0.0533 T 2 TR K
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A& B RR) ©
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KEEERNRARE HERABB GRS =
FHRRE BERZ A758350,000,0007T 2
AR ARG (RERKIKERTRRG S
0.1497¢ ([&IE(E]) ) - RIEBESRE HRE -
& & % [ B 4% H 7% %30,000,00070 2 ¥ F B
F([MFER]) k&% A#%80,000,00070
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ARAREREEZTIHARAREBE &
& = A & & $8 B 75 ¥350,000,00070 8 & &
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=+—RIEFE  ERBERABE HERIRE
FHRITWHIREERE121,047, 2718 A5 ©

RE-T—=FmMA+—08 RAFTEER
ER([ERER]) Bt AAREZRLH
BE([AFEE]) NRRBEESREE
fi& {3 75 #50.0534 7T [7) & & 1% I i A% AR R 3
TR R AR 1,180,938, 71888 & %
1,227,737,503f T L @Ak ([EERKD]) - &
EAER-_T—=FNA+RAESFAEREE
TRREE—RBERD  SRITEESR
L 378 AR 75 150.0534 70 B4 1T AL F X 38 AR wR AR 4
FHEHEASRE - RBEERMEIR—MHA
FIRR1D RARAERE © RilZR B (E TR ECPS
A& 1775 #0.0100125 T M) AT AR B e iR & B 1%
BH ABEITAR BT 1215,525,161 (%3 AT
BB LR ([BEECPSiD])  EEAR =
T—=FNA+TBEERHARREIRRE
SRR — B ECPSIR ) - BIRITHEES
% 7] H2 A% 48 S AR5 #50.01001 25 T 3 A TAL I AT
BB ERRRIEE EEATRE —RTE
& CPSHR 19 K — 19 41 7 7T #2 AR 4B 2% AR 3R AR
BE-RBEARARIBHA-T—=FHAASN
BZzRAE ([ZAS])  AHBEEXAERYE
121,180,938,718% % & f% 15 - 1,180,938,718
15 AY R AR AE 75 ~ 215,525,161 i8 2 &£ CPS
f& 15 %215,525,161 17 A] #2 A% 18 5 i R AR 4 75
R =FRALBAZT-BERHR=
T =—FRANBEBIFAARES AH
BEZE—SHBRERERRZAST AR
@o

BE-_T—=FhLA=+BLEXEARX:

83,598,81317 I AR RAKIE B B IETIE - LARR
B N2 R) 283,508,813 3T LAY - KB A
75 #54,464,0007T * & 4975 ¥64,459,0007T E
?i)\ﬁﬁ$ " BREE 4975 155,000 Bl FT A BR 15 i
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24. SHARE OPTION SCHEME
The Company terminated the share option scheme adopted by the
Company on 9 September 2002 (“Old Scheme”) and adopted a
new share option scheme (“New Scheme”) pursuant to an ordinary
resolution passed by the shareholders of the Company at the
special general meeting held on 27 November 2009. There was no
share option granted under the Old Scheme.

(@ Movements of the share options for the six months ended 30
September 2013 are as below.

24. [ERRESTE

ARRRIEARNBR_EE_FNANA
B2 B RERT S ([E5TE1)) « WARER
—ETAF+— A -+ BEETZRERE
RIARSEARRRIRR BB T iBRAEREK
TR bR ([FhaT8l])) - WEIRIRE
AT BI5 H AE(A RE AR o

@ HE=F-=FAA=+ALNE
RZBREEEHMT -

Number of share options

BREHE
Outstanding at Outstanding at  Exercisable at
1 April 30 September 30 September
Exercise 2013 2013 2013
price R-B-=& R-B-=F R-%-=
Date of Grant Exercise period per share A-H Granted Lapsed NB=tH AA=1A
B A 8 SRTEE 1 R AT B&RY BAH iR AT I
13 January 2010 13 January 2011 to HK$0.940 520,865 - - 520,865 520,865
—E-FE-A+=H 12 January 2020 0,907
“2——%-f1+=R%
“Z-TE-A1CH
18 January 2010 13 January 2012 to HK$0.940 520,865 = = 520,865 520,865
~“%-Z%-A1=8 12 January 2020 B0.9407C
“2--§¥-f1+=R%
“Z-TE-f1CH
13 January 2010 18 January 2013 to HK$0.940 520,867 = = 520,867 520,867
“%-Z%-A1=H 12 January 2020 B0.0407
—2-=F-A+=H%
“Z-TE-f+CH
13 January 2010 15 July 2010 to HK$0.940 5,105,428 - (65,105,428 - -
“2-%5-f1=H 12 January 2020 BH0.0407
“Z-Z5tATRAZE
ZZ-FF-A1=H
13 January 2010 15 July 2011 to HK$0.940 5,105,427 - (6,105,427 - -
“2-%5-f1=H 12 January 2020 B0.9407
“F——%tAt+RAZE
“Z-FF-A1=H
7 May 2010 15 July 2010 to HK$0.710 5,105,427 - (65,105,427 - -
“Z-ZFhA+H 6 May 2020 BE0.7107T
“3-T5tATRAZE
“Z2ZEERARA
7 May 2010 13 January 2011 to HK$0.710 280,865 - - 280,865 280,865
“Z-EERALA 6 May 2020 EEO.TI0T
“F——%-f1+=H%
“Z2ZRERARA
7 May 2010 15 July 2011 to HK$0.710 5,105,428 - (65,105,428 - -

—“£-Z%nAtA 6 May 2020 BE0.7107T
“E——%tAtERE
ZZ-Z4RAKA
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24. SHARE OPTION SCHEME (continued)
(@  (continued)

24. BRESTE (50

(@) (&)

Number of share options

BREHE
Outstanding at Outstanding at  Exercisable at
1 April 30 September 30 September
Exercise 2013 2013 2013
price R-B-=§ R=B-=% R-B-=§
Date of Grant Exercise period per share A-A Granted Lapsed NA=tH AA=tA
BHAH fiid:] SRTEE R AT E&R BAN KT I
7 May 2010 13 January 2012 to HK$0.710 280,865 - - 280,365 280,865
“Z-TERALA 6 May 2020 BE0.7107T
S Y
ZZ-ZERARA
7 May 2010 13 January 2013 to HK$0.710 280,867 - = 280,867 280,867
“Z-ZERALA 6 May 2020 O 7107
“£-=§-A1+=R%
“Z-TERARE
14 September 2010 14 September 2010 to HK$0.375 11,200,000 = (11,000,000) 200,000 200,000
“2-ZENATIA 27 November 2019 03757
—2-2FNATERZE
ZE-NEt-A=TtH
18 February 2011 16 December 2011 to HK$0.42 1,433,333 - (1,433,333) - -
“2—%#-A+)\B 17 February 2021 %042
“F——4%+t-At+~AZE
ZZ--F-AttH
18 February 2011 16 December 2012 to HK$0.42 1,433,333 - (1,433,333) - -
—“Z——%-A+)\B 17 February 2021 BI0427T
“F--§+t-A1+rRE
“E--F-AttH
18 February 2011 16 December 2013 to HK$0.42 1,433,334 - (1,433,334) - -
—“Z——%-A+)\B 17 February 2021 0427
—E-—£+t-A+RAZE
“E--F-A+tH
30 August 2013 30 August 2013 to HK$0.0534 - 166,551,732 - 166,551,732 166,551,732
“£-=4¥\A=t1H 29 August 2023 7510.05347T
Z2Z=fN\AZthAB
38,326,904 166,551,732 (85,721,710) 169,156,926 169,156,926
Weighted average exercise price: ~ JIETH1T{E(E: HK$0.6517 HK$0.0534 HK$0.6377 HK$0.0652 HK$0.0652
58065177C B 50.05347T B0.63777T 7510.06527T 75%0.06527C
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24. SHARE OPTION SCHEME (continued) 24. BRETE ()
(b)  The vesting period for the share options is as below. b) BEREZEBHNT-
No. of share
Date of grant options granted Vesting conditions
b= ERLBREHE SRR

No. of shares
options vested Vesting date

CRERRERE BEAY

13 January 2010 10,210,855 5,105,428 15 July 2010 —E—EF+ A+AH
—E-FF—H+=H 5,105,427 15 July 2011 _Zcffitﬂ+£a
45,040,069 18,398,633 18 January 2011 —E——&—A+=H
13,320,716 13 January 2012 = ff*E A+=8
13,320,720 13 January 2018 —E—=%—fA+=H
7 May 2010 10,210,855 5,105,427 15 July 2010 —E—FF+ A+ A H
—ZE-ZTFHALEH 5,105,428 15 July 2011 —Z2——F+A+HH
14,488,035 2,000,000 7 November 2010 —Z—ZF+— A+ H
4,162,677 7 May 2011 :%**iﬁﬂta
4,162,678 7May 2012 —E——%H A+H
4,162,680 7 May 2013 = f—:iﬁﬁ!ta
28,144,944 9,381,644 13 January 2011 —E——&— A +=H
9,381,646 13 January 2012 = *——i A+=H
9,381,654 13 January 2018 —Z2—=%—A+=H
14 September 2010 79,350,000 79,350,000 14 September 2010 —Z—ZFF LA+ H
—E-ZTFNA+MAE
18 February 2011 5,105,428 1,701,809 30 June 2011 —E——&FXA=1H
—Z——%_-A+\H 1,701,809 30June 2012 —E——FXA=+H
1,701,810 30June2013f2—:¢_ﬂE+El
820,588 273,529 31Juy 2011 —E——F+A=1+—H
273,529 31July 2012 —E——Ft A=+—H
273,530 31 Juy 2018 —E—=F+A=1+—H
1,000,000 333,333 6 September 2011 =% ——FNAKE
333,333 6 September 201 ; ——fFnARA
333,334 6 September 2013 —Z—=F 1L AN H
800,000 266,666 5 December 2011 =% ——¢+:ﬂ =H
266,667 5 December 2012 —E——&+_- AR H
266,667 5 December 2013 —E—=4%+_-AFH
4,300,000 1,433,333 16 December 2011 = ——4%+= F+/5H
1,433,333 16 December 2012 —E——F+ = A+7/5H
1,433,334 16 December 2013 —Z—=F+— A+ H
1,000,000 333,333 2 January 2012 —E——&F—f—H
333,333 2 January 2013 —E—=%—F—H
333,334 2 January 2014 —E—M&E— A= H
1,300,000 433,333 9 January 2012 —Z——&F— A N8
433,333 9 January 2013 —E—=F—F AL H
433,334 9 January 2014 —Z—M&— A LB
30 August 2013 166,551,732 166,551,732 30 August 2018 —=E—=F/\f=+H
—E—=FN\A=1+H
Total share option granted
B HERERS 368,322,506
Less: Lapsed
W BRA (190,068,080)
Exercised
BEATE (9,097,500)
Outstanding at
30 September 2013
R-Z—=FNA=1+H

A AR TIE 169,156,926
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24. SHARE OPTION SCHEME (continued)

(b)

24. BRETE (50

(continued) b (&)
The option outstanding as at 30 September 2013 have a R-BE—Z=ZFNLA=+HEERTHE
weighted average remaining contractual life of 9.86 years (31 BRI 2 AR TEaNFHA
March 2013: 8.32 years). 986F (ZE—=F=A=+—H:
8.32%F) -
No share option was exercised during the six months ended HE_Z—=FhLA=1THI1E/E
30 September 2013 and during the year ended 31 March ARBE=ZT——F=H=+—H
2012. IEFE R T (R B AR A -
No other share options granted under the New Scheme were HE-_Z—=FNLA=1+HIE
cancelled during the six months ended 30 September 2013 A(EZE=ZT—=F=RA=1+—AHIL
(year ended 31 March 2013: Nil). The Group had no legal or FEE)  BEEE M RIRET T 81
constructive obligation to repurchase or settle the options in 2 B AR R B - AR B AR
cash. TR FENR BRI
PR o
The fair value of services received in return for share options © ARHERERTR Y REAEETD
granted is measured by reference to the fair value of share 2EEREBEREC ATETE-
options granted. The estimate of the fair value of the share BREBRE AT ER IR
options granted is measured based on binomial option pricing ANEEEERAGE - BREZEH
model. The contractual life of the share option is used as FHE R AZIRE 2 8% - miaH
an input into this model. Expectations of early exercise are RETFEEFAZEABREEER
incorporated into the binomial option pricing. HZH °
Date of grant
Rt AH
30/8/2013  18/2/2011 14/9/2010 7/5/2010 13/1/2010
“§-ZF -¥--F C"¥-¥F -$-%F C"¥-%F
NB=t+H —AtNH AA+MA BAtH —-At+=H
Fair value of share options and EREZATER
assumptions &
Share price B8 HK$0.033  HK$0.415  HK$0.375 HK$0.65 HK$0.94
AH0.033T 0415 EM037e  EH0esT  HH0.947T
Exercise price 1%E HK$0.0534 HK$0.42 HK$0.375 HK$0.71 HK$0.94
50,0534 BH042  EH0STEL  A%0TIT 094
Expected volatility (expressed as BHKE (RE=E
weighted average volatility used A BEEEREAE
in the modeling under binomial BT AET
option pricing) L)) 35.28% 55.67% 70.650% 70.53% 70.572%
Option life (expressed as weighted ~ BEIR &4 # (1R 15 —
average life used in the modeling &= HiEE B
under binomial option pricing RE R T P
model) THEH) 10years®  10years®  10years®  10years®  10years FF
Expected dividends BB HKSN HKSNil HKSNi HIKSN HKSN
BETT BETT BEZT BEET BETT
Risk-free interest rate (based on ERRAE (U5
10-year Hong Kong Exchange HERNEES R
Fund Notes) BRE) 2.335% 2.868% 2.017% 2.670% 2.799%

KRMEZRERAT « — T —=FHHRE
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24. SHARE OPTION SCHEME (continued)
(c) (continued)

The expected volatility is based on annualized standard
deviations of the continuously compounded rates of return
on the share prices of five comparable companies in Hong
Kong and Brazil Exchange with similar business operations.
No dividends are expected as the Company had no history of
payment of dividends.

Share options were granted under a service condition. This
condition has not been taken into account in the grant date
fair value measurement of the services received. There were
no market conditions associated with the share option grants.

25. OPERATING LEASE COMMITMENTS
The Group leases certain of its office premises under operating
leases. Leases for these properties are negotiated for terms ranging
one to two years. At the end of reporting period, the total future
minimum lease payments under non-cancellable operating leases
are payable as follows:

©

24, BERETE (@
()

THRIB VAR BB REEESX
SR ERELBLEY ARAE
LA ) 2 BB B SR A A b
2 EE A R - MR A FIA
AW R E R - BTETE R
HEfRL B -

B TIRIBBRIS R IR © th 1%
3 AT A PTEEURS X i B 2
ZAFHE - BB T 5
fif o

25. EEMWEE

AEERBEEHOEBETRAEY
F - REMEIHOLERE ST —EM
F-RBEHABMGEER  RETAREL
EHNENZ ARFEHESEENT

At At

30 September 31 March

2013 2013

R-E-=F R-E—=%F

AB=+H =A=+—H

HK$’000 HK$’000

BETT BT T

(Unaudited) (Audited)

(REER) (E&EZ)

Within one year —FR 524 530
In the second to fifth years, inclusive F_EZELF (BREEWE) 240 500
764 1,030
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26. CONTINGENT LIABILITIES 26. AREE

Partnership harvesting agreement

On 18 July 2011, UTRB entered into an agreement (the
“Partnership Harvesting Agreement” or the “Agreement”) with R2R
Industria e Comércio de Produtos Florestais Ltda. (‘R2R”). Under
the Agreement, UTRB will harvest logs on forest area supposedly
owned by R2R under a Sustainable Forest Management Plan and
pay R2R a total of R$9,602,000 (or approximately HK$41 million)
by installments. R2R was responsible to obtain the necessary
harvesting permit (“AUTEF”) within 30 days of the Agreement.
R2R was late in presenting the AUTEF to UTRB and failed to
produce documentations that support its ownership of the subject
forest area. In addition, UTRB’s harvesting team discovered
various environmental crimes in the subject forest area during its
preparatory inspection. A total sum of R$840,000 (or approximately
HK$3,869,000) was paid by UTRB under the Agreement while
the remaining balance was withheld due to the above breach and
irregularities. In the meantime, R2R sent various notices demanding
for performance under the Agreement. On 17 January 2012,
UTRB served a termination notice to R2R and demanded for the
return of the deposits paid. On 23 February 2012, R2R sent UTRB
an amicable settlement offer where reducing the outstanding
balance to R$1,621,000 (or approximately HK$6,910,000) as
final settlement for the immediate termination of the Agreement.
According to the opinion of inhouse and external legal counsels,
UTRB has adequate legal ground to terminate the Agreement,
demand for the return of the deposit and ask for penalties.

BHEEARHER

R—ZE——%+ A+ /\H ' UTRBER2R
IndUstria e Comércio de Produtos Florestais
Ltda. ([R2R J) FT iz & ([ R LKA H
&I [13]) - BB UTRBIE R &
THARRIBIE A HEARME R EMEE <
MR KRR - W5 HiRR2RE (S 4&
$£9,602,000F 2= £R ( 2k 497 #541,000,000
JL) ° R2RE B A 3% B BB 51308 A EY
BRI E ([(RARERIFE]) - R2R
AL K B [AIUTRBAR MR AR 5 Al 78 K B
7R BE 78 B ELHE B Pl AR I [ 2 S A o
BEAN  UTRBZ (R N BIBXfE 1T E B R E
BF pA BT 4L FR AR b [ 2530 2 TR IR (RSB 1T o
UTRBE 1R #E 17358 2 1 & $£840,000F 5 68
(B #975%3,869,0007T ) @ MERRE A _E il &
B REHRITAMIME - R UL HAR A - R2R
BRZEBNERKBEIHRER R —=
F£— A ++ B UTRBAIR2RX E 4R 1@
MY ERECM & R ——F—
A —+=H ReRAUTRB i MARIRE -
1R BB e E1,621,000F 28 (24
75 16,910,00070 ) LAYE A BNAR 1F 1725
RAGRIA - RIBRNE R INEEREM 2 &
B UTRBE B AR BB HE Bk
RIBF] @ MBHEIS -

KRMEZRERAT « — T —=FHHRE
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27. LITIGATIONS 27. {4
Service agreement PR 7 175 5%

On 30 May 2010, UTRB entered into a service agreement (“Service
Agreement”) with F Um Terraplanagem (“Terraplanagem”). Under
the Service Agreement, Terraplanagem would carry out earthwork
service in the hydropower plant in Rondonia, Brazil for a service
fee of R$892,500 (or approximately HK$3,097,000). After signing
the agreement, Terraplanagem did not provide any earthwork
service and UTRB had to hire another company to complete the
earthworks. However, in the land search of the freehold lands
of UTRB, it revealed that Terraplanagem submitted a claim to a
court against UTRB to pay for alleged outstanding service fee of
approximately R$1,300,000 (or approximately HK$4,511,000)
and filed a precautionary injunction to prevent UTRB of selling
its freehold lands without properly paying possible claim to itself.
At the moment, UTRB did not receive any writ from the court in
due course. According to some preliminary information, the court
hearing has not yet been scheduled. UTRB will investigate the
issue and defend itself vigorously in the legal proceeding. To the
best understanding of the Company, the claim was at a preliminary
stage. The Company will inform its shareholders in due course. For
the sake of prudence, the claim of R$1,300,000 (or approximately
HK$4,511,000) has been provided and included in other payables.

Labour claim

In the land search of the freehold lands of UTRB, it revealed that
a labour claim against UTRB for approximately R$1,100,000 (or
approximately HK$3,817,000) and a precautionary injunction
to prevent UTRB of selling its freehold lands without properly
paying possible claim was filed by Leandro Dos Martires Guerra
(“Leandro”), a former director of the Company. At the moment
UTRB did not receive any writ from the court in due course.
According to some preliminary information, the court made an
order to UTRB for paying Leandro the claim of R$1,100,000 (or
approximately HK$3,817,000). UTRB will investigate the issue and
is consulting legal counsels for legal appeal. The Company will
inform its shareholders in due course. For the sake of prudence, the
claim of R$1,100,000 (or approximately HK$3,817,000) has been
provided and included in other payables.
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M—ZT—ZFAHA=+H UTRBEF Um
Terraplanagem ( [ Terraplanagem |) &1 37 AR
Btz (R - BRIBERS B
Terraplanagemi& A EE FERAZ JE 58 2 7K 17 3%
BRI SE 77 TI2ARTS - AR5 & /3892,500
E o (k4975 138,097,0007T) R E]
#:%1% » Terraplanagemilf R AR (E A £ 75
TRRE MUTRBITENMER S —RHA
RIATERC =77 T2« AT MEUTRBZ
IK A ZEHE T3 17 £ 25 B - EL B3R
Terraplanagemm) % Bt iE R &1 ¥ UTRBZ &
B ERXIMNEBERENZREELD
1,300,000% 25 &R (3% #9785 %4,511,0007T)
I E ERFETER IR IES - ARG UTRBFE A1 E
HE AR RERTHEE KA ERELT
o B BIUTRBIE R {8 R b AR 2 (1A
Dk o RIBE TP E R AT M AR BERE
YEH Z2HE - UTRBASTAE I B GO EE R
AR ETTR AU A LA R RIFTER &R
ERERY T REER - AR REEEMNEH
IR - AEIERR - 2NA 7 2 ¥1,300,000
Eon R (345 %4,511,00000) 2 RIE(E
MBI B 5T A MBS FRIEA

ZERE
REUTRBZ KA ERE T MET LS
fift B+ L 8538 7K /A F) Al & = Leandro Dos
Martires Guerra ([Leandro | ) [A13% B 4 25
#HUTRBZ 45 B) % € 491,100,000 25 f7
(L #)75#3,817,0007T) * W E A TEM 14
2% AR UTRBFE A EEEE S~ AT RE
REATHEH KA ZEE L B AIUTRB
A AR 358 B 3 2 JE R B 2 (R (A 2k < IR IR
AT ER ZERE RS ZERKUTRBH
LeandroszfitZ2{E1,100,000F 25/ ( Sk 4978
#3,817,0007T ) ° UTRBH# #8251t 237 [E 5
ERARAEERE - AR R FE M H
IR - HEIERR - AN A F B $1,100,000
Eon i (4B H3,817,0007T ) 2 RIEE
HEBEY B AT AR EN FRIBA -
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27. LITIGATIONS (continued) 27. KA (&)
Logistical agreement and long-term supply MRt ERRBMHERGS

agreement

On 19 July 2010, SFH Trading Limited, a subsidiary of the
Company, entered into a logistical agreement and a long-term
supply agreement with Viewscm Corporation Ltd. (“Viewscm?”).
According to the logistical agreement, Viewscm was appointed as
the sole logistics service provider to SFH Trading Limited for export
of logs and timbers from hydroelectric power plant area in the state
of Rondonia, Brazil to China. However, after Viewscm formulated
the logistic plan under the logistical agreement, the proposed
transportation cost from Viewscm did not meet the target cost of
SFH Trading Limited. Thus, SFH Trading Limited did not use any
logistics service by Viewscm. Also, according to the long-term
supply agreement, SFH Trading Limited would sell logs to Viewscm
in Brazil and the origin of the logs should be from the hydroelectric
power plant area. The Group was engaged by the Main Contractor
to provide tree felling service in the hydroelectric power plant
area. The relationship with the Main Contractor deteriorated since
occurrence of the harassments from the Alleged Agent of the Main
Contractor and operating staff and officers of our Group were
rejected access to the hydroelectric power plant area. As such,
SFH Trading Limited could not sell any logs to Viewscm.

Viewscm asserted claims against SFH Trading Limited by reason
of the alleged breaches of the logistical agreement and long-term
supply agreement by SFH Trading Limited. The alleged breaches
of the logistical agreement and long-term supply agreement were
dealt with under arbitration proceedings which hearings were
held at South China International Economic and Trade Arbitration
Commission and Shenzhen Arbitration Commission respectively.
On 20 March 2013, South China International Economic and
Trade Arbitration Commission issued an award of approximately
RMB784,000 (or approximately HK$991,000) in favour of Viewscm
for the alleged breach of logistical agreement by SFH Trading
Limited and on 12 April 2013, Shenzhen Arbitration Commission
issued an award of approximately RMB703,000 (or approximately
HK$888,000) in favour of Viewscm for the alleged breach of long-
term supply agreement by SFH Trading Limited.

On 19 September 2013, SFH Trading Limited received two court
orders for the enforcement of arbitration awards issued by South
China International Economic and Trade Arbitration Commission
and Shenzhen Arbitration Commission totaling approximately
RMB1,487,000 (or approximately HK$1,879,000) and related
legal expenses in favour of Viewscm. The Company will inform its
shareholders for new development in due course. The total claims
of RMB1,487,000 (or approximately HK$1,879,000) has been
provided and included in other payables.

SFH Trading Limited has been inactive since 1 April 2012 and was
in net liabilities position as at 30 September 2013.

RZZE—ZFtA+hBE AREZ
BB A Rk (R B 5 A BR A & B2Viewscm
Corporation Ltd. ([Viewscm |) 5T 32 ¥
mEARBAEERZ - BEDRHZE
ViewscmZ 18 € AKIRE 58 R AR 2 M
— W AR AS HEE RS - A FRAR AR R
FARAZ B M 2K W BRI EXE S
o AT + A ViewscmAR B 7t 15 73k 1l /E ¥
et E12 - Viewsomig H 2 ik & 18 # Ak 4
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Notes to the Condensed Consolidated Financial Statements

B4R & B TS 3R 5 B 5E

For the six months ended 30 September 2013 HZ—ZT—=F N A=+HIE/~EA

28. MATERIAL RELATED PARTY TRANSACTIONS
The Group had the following transactions with related parties during

the six months ended 30 September 2013.

(a) Key management personnel remuneration
The key management personnel of the Group are the
Directors of the Company. The remuneration of Directors was

as follows:

28. EXMEALRS

@1—7 =FNA=THIENEA &K
EZEEEALETATIRS

(a) EEEEAE ZHM
REBZEIEEBABRARRE
FoEEHBT

For the six months ended
30 September
BEAA=THLKEAR

2013 2012
—E-=F —E——F
HK$’000 HK$’000
BT T BEET T
(Unaudited) (Unaudited)
(REER) (REEEZ)
Salaries and other short-term employee e hEMEHESER
benefits 360 2,515
Retirement scheme contributions BRIRET B - 17
Share based payment LARR AR A+ 446 158
806 2,690
(b) Other related party transactions (b) HMBEEALRS
For the six months ended
30 September
BEAA=+HLAEA
2013 2012
—E-=F —E—_F
Notes HK$’000 HK$’000
Hiat BT T BEET T
(Audited) (Unaudited)
(RRERZ) (REEEZ)
Interest on amounts due to FEAS AR R FRIE 2 FI) B
shareholders (i) 668 5,252
Interest on amounts due to related  FE{J BEE R RIFIE 2 F &
companies (i) 6 283
Interest on promissory notes AR ZFE (iii) 67 65
Sales to a related company HE T —X#EL A 25,185 40,382
Purchases from a related company HBE B —X#E A A 7,032 10,902

Notes:

i) The interest expensed charged on amounts due to shareholders were

calculated at 5% per annum.

(ii) The interest expenses charged on amounts due to related companies

were calculated at 5% per annum.

(iii) This represent interest on promissory notes issued to Winner Global
Holdings Limited was calculated at a coupon rate of 2% per annum
(effective interest rate: 15.74%). The outstanding balance at the end of
the reporting period is disclosed in Note 21.
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Notes to the Condensed Consolidated Financial Statements

B AR S B H R 5 B

For the six months ended 30 September 20183 HZ=—ZT—=F LA =+HIL/~ @A

29.

30.

FAIR VALUE

The directors of the Company consider that the carrying amounts
of the current financial assets and financial liabilities recorded at
amortised cost in the condensed consolidated financial statements
are not materially different from their fair values because of the
immediate or short-term maturity of these financial instruments.
The carrying amounts of the amounts due to the shareholders
and amounts due to related companies approximate their fair
values. The fair values of the amounts due to the shareholders and
amounts due to related companies are estimated as the present
value of future cash flows, discounted at the current market interest
rates for similar financial instruments.

SUBSEQUENT EVENT

On 6 September 2013, the Company issued a circular (the
“Circular”) pursuant to which the Company proposed share
consolidation, capital reorganisation and share premium
cancellation. Pursuant to the announcement of the Company dated
30 September 2013 (the “Announcement”), as all conditions of
each of the share consolidation, the capital reorganisation and the
share premium cancellation were fulfilled, the share consolidation,
the capital reorganisation and the share premium cancellation
became effective from 2 October 2013. Details and effect of the
share consolidation, the capital reorganisation and the share
premium cancellation are set out in the Circular.

As a result of the share consolidation, adjustments have been made
to the conversion price of the convertible preferred shares, the
exercise prices and the numbers of the outstanding share options
and the exercise price of the ordinary share warrants pursuant to
the relevant terms of the convertible preferred shares, the share
option scheme and the ordinary share warrants, details of which are
set out in the Announcement.

29.
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Supplementary Information

INTERIM DIVIDEND
The Directors do not recommend the payment of an interim dividend for
the six months ended 30 September 2013 (2012: Nil).

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES

As at 30 September 2013, the interests and short positions of the
Directors and the chief executive in the shares, underlying shares and
debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong, “SFO”)) which were required to be notified to
the Company and The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) pursuant to Divisions 7 and 8 of the SFO; as recorded in
the register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) as set out in Appendix 10 to
the Rules Governing the Listing of Securities on the Stock Exchange
(“Listing Rules”), were as follows:

FREIRR S
EETEARBREE_T—=FNA=1HI
NEBZHHRE (ZB——F ) -

EERRSTHRAERRS REERD
ZREENRR

RZZ—=FNA=1H EFKESTBAE
RARRKEAROEE (& LB BAGIFHE71
EEFLHERD ([ES REEE]) EXV
2B Z Bt AR RESFT  BERERES
KB IGHIETR8D BAME RN E RE BB
BRSERAT (M) 2 #mRKE

HERCHNAR RIRIERE S K G (P 5635215
MEFFEZERM  SREB R AR LR
A (T ETRA) KIS10mTE LT R RIEF#LT
BEHRXHIRETA ([RETR]) BITHER
INCIVE BN 5950 v=R N

Number and
class of shares
and underlying

Approximate
percentage of
issued shares

shares held HERTRS

=T 8l BABDL

Name of Directors Nature of interest HERA 2 (Note 1)

EEpHE EEtE A RER (Hiiz1)

Ms. ZHOU Jing (“Ms. Zhou”) (Note 2) Beneficial owner 83,275,866 0.997%
B+ (TAxL]) (Hiz2) ERBEEA

Mr. MUNG Wai Ming (“Mr. Mung”) (Note 3) Beneficial owner 83,275,366 0.997%

SEALE (IREE]) (H73) ERBEEA
Notes:

1. The percentage figures were calculated based on 8,350,169,841 ordinary shares
(“Shares”) of the Company having a par value of HK$0.0533 each in issue as of 30
September 2013.

2. Ms. Zhou was entitled to share options to subscribe for a maximum of 83,275,866
Shares upon exercise of the options in full.

3. Mr. Mung was entitled to share options to subscribe for a maximum of 83,275,866
Shares upon exercise of the options in full.

4. All interests stated above as at 30 September 2013 represented long positions of
Shares or underlying Shares of the Company.

Save as disclosed above, as at 30 September 2013, none of the
Directors and chief executive of the Company 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 Part XV of the
SFO) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of the SFO or as recorded in the
register required to be kept by the Company pursuant to Section 352 of
the SFO or which were required to be notified to the Company and the
Stock Exchange pursuant to the Model Code.
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Supplementary Information

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

FERRREMALRRD RAEBRRD

AND OTHERS PERSONS IN SHARES AND

UNDERLYING SHARES

As at 30 September 2013, the following persons, other than a Director
or chief executive of the Company, had interests or short positions in the
Shares or underlying Shares of the Company which would be required to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO:

Z e

ZHABARIT

Number and
class of shares
and underlying

RIZB—=FNA=1TH BREEFRERFES
TTBRABSN AT ALTRAR AR SRR
T BEAERBES MR GDIE XV #BE 2 K E
3D B Z IR AARAARRRRE KB CEANRA

RIEZ S KB GDISE 336 RAEFE 2 ELM

Approximate
percentage of
issued shares

shares held HERTRS
i AR AR B BABE D
Name of Shareholders Nature of interest MHERGZ (Note 1)
RE®E/ LR EaEtE HERER (Hizt1)
Ms. Loh Jiah Yee, Katherine (“Ms. Loh”) (Note 2) Interest of Controlled Corporation 1,942,274,062 23.26%
SRER+ ([8LL]) (Hat2) REHEE 2 s
Mr. Lau Jack (“Mr. Lau”) (Note 3) Interest of spouse 1,942,274,062 23.26%
BRE&ESTE ([BEE]) (H:E3) fic (B 1 2
Assure Gain International Limited Beneficial owner/Interest of 1,884,406,420 22.57%
(“Assure Gain”) (Note 4) controlled corporation
Assure Gain International Limited EmlEA A ZEHER s
(TAssure Gain |) (Kt:t4)
Expert Plan Limited (Note 5) Beneficial owner 2,131,539,130 25.53%
Expert Plan Limited ( #7725) EEMER A
Mr. Ho Ka Kui, Boniface (“Mr. Ho”) (Note 6) Interest of Controlled Corporation 2,131,5639,130 25.53%

REAEL ([RELE]) (AF6)

REHIAE 2 s

Notes:

1. The percentage figures were calculated based on 8,350,169,841 Shares in issue as of
30 September 2013.

2. Ms. Loh was beneficially interested in 100% of the issued share capital of Assure
Gain, which held 100% of the issued share capital of Winner Global Holdings Limited
(“Winner Global”) and Splendid Asset Holdings Limited (“Splendid Asset”) respectively.
Ms. Loh was also beneficially interested in 50% of the issued share capital of Corp
Insights Holdings Inc. (“Corp Insights”) held through Corporate Insights Limited.
Assure Gain was the registered holder of 1,116,762,347 Shares and 621,346,723
convertible preferred shares (“CPS”) of the Company convertible into 116,502,510
underlying Shares; Winner Global was the registered holder of 320,041,100 Shares;
Splendid Asset was the registered holder of 331,100,463 Shares; and Corp Insights
was the registered holder of 308,627,424 CPS convertible into 57,867,642 underlying
Shares. Under Part XV of the SFO, Ms. Loh was therefore deemed to have interests
in 1,767,903,910 Shares and 174,370,152 underlying Shares upon conversion of the
CPS in which Assure Gain, Winner Global, Splendid Asset and Corp Insights were
interested.

Ais:

1. ZEEAHEFENBRER =T —=FNLA=1THE
2£178,350,169,841 B p 0 5t & o

2. LA+ BZE A Assure GainE 1T A 2 & 21
z * MAssure Gain% 5l/3F A Winner Global Holdings
Limited ([Winner Global |) ¥ Splendid Asset
Holdings Limited ( [Splendid Asset |) B 3174 2
2 EffEes c £ 22 + JhiB 8 Corporate Insights Limited
$8 Corp Insights Holdings Inc. ([Corp Insights ] )
B EBITIRAN 2 50% X 2 i 2= © Assure GainB w25 A
1,116,762,347AR A& {5 K AJ 5 #2 7%116,502,51 0A% AH
A&7 2 621,346,723/ AN 1\ A ATHR A8 Se Ak ([ ATHAR
BYRR]) + Winner Global® 2 #5/5320,041,1008% &
17 Splendid Asset® 72 #5/5331,100,463% i 17 : M
Corp Insights 8| & 52 #%5 A 7] X, /257,867,6420% 48 2
B& 7 2 308,627, 4241% AT 44 ik (B e iR - IR IEZE 5 R A
B GBI EXVER - S 47 4 It 348 2 7 Assure Gain
Winner Global * Splendid Asset % Corp InsightsffTi# &
2.1,767,903,9108% B& 17 K RT3 AR 48 55 AR 2 34 #62 i 2
A 2174,370,152 HE BA R 7 Hh FE 5 #E s

KEMEZRERAT « —T—=FFHKE 55



Supplementary Information

INTERESTS OF SUBSTANTIAL SHAREHOLDERS
AND OTHERS PERSONS IN SHARES AND
UNDERLYING SHARES (continued)

Notes: (continued)

3. Mr. Lau, being the spouse of Ms. Loh, was deemed to have an interest in the same
parcel of the Shares and underlying Shares in which Ms. Loh was interested under Part
XV of the SFO.

4. Assure Gain held 100% of the issued share capital of Winner Global and Splendid
Asset respectively. Assure Gain was the registered holder of 1,116,762,347 Shares
and 621,346,723 CPS convertible into 116,502,510 underlying Shares; Winner
Global was the registered holder of 320,041,100 Shares and Splendid Asset was the
registered holder of 331,100,463 Shares. Under Part XV of the SFO, Assure Gain
was therefore interested and deemed to have interests in 1,767,903,910 Shares and
116,502,510 underlying Shares upon conversion of the CPS in which itself. Winner
Global and Splendid Asset were interested.

5. Expert Plan Limited was the registered holder of 1,025,358,598 Shares, 215,525,161
CPS convertible into 40,410,967 underlying Shares, 1,025,358,598 ordinary share
warrants convertible into 1,025,358,598 underlying Shares and 215,525,161
convertible preferred share warrants convertible into 40,410,967 underlying Shares.
Under Part XV of the SFO, Expert Plan Limited was therefore interested and deemed
to have interests in 1,025,358,598 Shares and 1,106,180,532 underlying Shares upon
conversion of the CPS and exercise of the share warrants and convertible preferred
share warrants.

6. Mr. Ho was beneficially interested in 100% of the issued share capital of Expert Plan
Limited. Under Part XV of the SFO, Mr. Ho was therefore deemed to have interests in
1,025,358,598 Shares and 1,106,180,532 underlying Shares upon conversion of the
CPS and exercise of the share warrants and convertible preferred share warrants in
which Expert Plan Limited was interested.

7. All interests stated above as at 30 September 2013 represented long positions of
Shares or underlying Shares of the Company.

Save as disclosed above, as at 30 September 2013, the Company had
not been notified of any other persons (other than the Directors or chief
executive of the Company) who had interests or short positions in the
Shares or underlying Shares of the Company which would be required to
be disclosed to the Company under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to be
kept by the Company under Section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SECURITIES
Save as disclosed in the paragraph headed “Directors’ and Chief
Executive’s Interests and Short Positions in Shares and Underlying
Shares” above, during the six months ended 30 September 2013, none
of the Director nor the chief executive of the Company had been granted
any right to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate and none
of the Directors, their respective spouses nor their respective children
under the age of 18 had any right to subscribe for the securities of the
Company or had exercised any such rights.
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Supplementary Information

SHARE OPTION SCHEME

Pursuant to the share option scheme adopted by the shareholders
on 27 November 2009 (“‘Share Option Scheme”), the Company may
grant share options to the directors, employees, executive or officers,
managers, consultants, any customers, suppliers of goods or services
to any member of the Group or any entity in which any member of the
Group holds any equity interests who, in the sole discretion of the Board
have contributed or will contribute to the growth and development of
the Group, to provide incentives or rewards for their contribution to the
success of the Group’s operation.

During the period, the movements in the share options under the Share
Option Scheme were as follows:

Number of share options

fBRRERE

BREERNR_TZAFE+ AT tHAKRAZ
AR 8 ([ERERE]) ARARARES
SERARGEIEEHAEE BRI ER
R ERN AR BEMK B RAKBERKE
FAEERARSCEBZES EE TBRAE
HBE K ER - EREP  REERIIRS
Z BRI L AR - A RE R B R EH A
BRI EEMIEL Z BB/

REAA - IRIBRE R Bl 2 B E SN T -

BREHR
Outstanding at Outstanding at
1 April 30 September
2013 2013 Exercise
Nature of RZZ-=% RZB-=F price
Name interest MA-A Granted Lapsed AA=1H Date of grant Exercise period per share
#A BEnE OEXd BRI BANM HAGRE REAH Gigid ] BRTEE
(HKS)
(%1%)
Directors
g2
Ms. ZHOU Jing Personal - 83,275,866 - 83,275,866 30 August 2013 30 August 2013 to HK$0.0534
Bzt fHA —Z-=#)\A=1H 29 August 2023 754005347
“2-=fN\A=tRZ
ZZZ=F\A=TARA
Mr. MUNG Wai Ming Personal - 83,275,866 - 83,275,866 30 August 2013 30 August 2013 to HK$0.0534
SEHREE fEA ZZ-=§N\A=1H 29 August 2023 7005347
ZZ-=F\A=1H%
ZZ-=F\A=1NA
Sub-total - 166,551,732 - 166,551,732
Nt
Employees and other participants 5,105,428 - (65,105,428 - 13 January 2010 15 July 2010 to 12 January 2020 HK$0.940
(Notg) “3-T5-A+=A Z-Z-TFtA+HAZ 09407
REREMBEE (fiit) “Z2-FF-A+=H
5,105,427 - (5,105,427 - 13 January 2010 15 July 2011 to 12 January 2020 HK$0.940
“3-T5-A+=H —T——5tAt+HAZ 09407
“Z2-FF-A+=H
520,865 - - 520,865 13 January 2010 13 January 2011 fo HK$0.940
—Z-ZF-A1=H 12 January 2020 B0.9407C
“Z——%-At=H%
“Z-TE-A1CH
520,865 - - 520,865 13 January 2010 18 January 2012 to HK$0.940
“Z-24£-A1=H 12 January 2020 B0.9407
—F--5-f1+=HZE
“2-%5-f1ZH

KRMEZRERAT « — T —=FPHRE
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SHARE OPTION SCHEME (continued) BB AESHE (@)
Number of share options
BREYA
Outstanding at Outstanding at
1 April 30 September
2013 2013 Exercise
Nature of R=Z-=% R=B-=§ price
Name interest mA—-A Granted Lapsed AA=1H Date of grant Exercise period per share
#E EEME HRITE BRE BAK HRTE REAM TES BRITHEE
(HK9)
(78%)
Employees and other participants 520,867 - - 520,867 13 January 2010 13 January 2013 to HK$0.940
(Nots) (continued) “2-Z5-A1=H 12 January 2020 B0.9407C
EEREMSEE (Hit) T-=£-A+=HZE
(&) ZZ-FF-A1=H
5,105,427 - (6,105,427) - 7 May 2010 15 Ju\y 2010 to 6 May 2020 HK$0.710
“2-ZERAEA -z fﬁtﬂ+iﬁﬁ BE0.7107T
“Z-Z47AR5A
5,106,428 = (6,105,428) - 7May2010 15 July 2011 to 6 May 2020 HK$0.710
—“2-ZFnA+tA “2——5tA+RAZ BE0.7107T
“Z-ZERARA
280,865 - - 280,865 7 May 2010 13 January 2011 to 6 May 2020 HK$0.710
“2-FERA+A  —E——%-At+=HE BE0.7107T
“Z-FFRAXA
280,865 - - 280,865 7 May 2010 13 January 2012 to 6 May 2020 HK$0.710
“3-TFRAtR —E--f-A+=RH% #0710
“Z-ZFRAANA
280,867 - - 280,867 7 May 2010 13 January 2013 to 6 May 2020 HK$0.710
—“2-ZFnA+tA “2-=£-81+=R% BE0.7107T
“Z-ZERARA
1,433,333 - (1,433,339) - 18 February 2011 16 December 2011 to HK$0.420
—2——5ZA1+/R 17 February 2021 A% 04207
ZE——E+ZRtRHE
—2--f¥-Rt++A
1,433,333 - (1,433,339) - 18 February 2011 16 December 2012 to HK$0.420
—2——%ZA1+)\H 17 February 2021 % 04207
—Z- —E‘\’ R NGES
1,433,334 = (1,433,334) - 18 February 2011 16 December 2013 to HK$0.420
“Z——%-A+N\B 17 February 2021 B8 04207
“E-=%t-At+xAZ
“B--F-f+tH
11,200,000 = (11,000,000) 200,000 14 September 2010 14 September 2010 to HK$0.375
“Z-ZENATIA 27 November 2019 B 03757
—2-2ENATEAZE
Sub-total 38,326,904 - (85,721,710) 2,605,194
it
Total 38,326,904 166,551,732 (85,721,710) 169,156,926
it
Note: Htat -
Ms. Loh Jiah Yee, Katherine and Ms. Fletcher Yurk Nam, Sandly resigned as Directors of the EREX+TRZEEFXTHFINR_FT—=F_A+AH R
==

Company on 15 February 2013 and 1 March 2013 respectively. The details of the outstanding —F—=F=A—BEEARAESZ -KERNBEZ

options held by them during the six months ended 30 September 2013 were accounted and ~ F LA =+ B IENE A FEHE 2 MR 1TEBREFS EHG

described under the heading “Employees and other participants”. (BB RHEMSEE ]| 5K R -
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MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct
for dealing in securities of the Company by the Directors. Having made
specific enquiry of all Directors, all Directors confirmed that they have
complied with the required standard set out in the Model Code during the
six months ended 30 September 2013.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 September 2013.

CORPORATE GOVERNANCE PRACTICES

During the six months ended 30 September 2013, the Company
has applied the principles of, and complied with, the applicable code
provisions of the Code on Corporate Governance Practices (‘Code
Provisions”) as set out in Appendix 14 to the Listing Rules, except for
deviation mentioned below:

Code Provision A.2.1

Under the Code Provision A.2.1, the roles of chairman and chief
executive should be separate and should not be performed by the same
individual. The roles of the chairman (“Chairman”) and the chief executive
(“CE”) of the Company are segregated and are clearly defined to ensure
their respective independence, accountability and responsibilities.
The Chairman is responsible for the formulation of the Group’s overall
business development policies while the CE is responsible for the
implementation of major decisions of the Board and overall management
of the Group’s businesses.

On 6 April 2011, Mr. LEUNG Chau Ping, Paul was re-designated from
the position as an executive director of the Company to a non-executive
director and resigned as the CE. Since then and up to the date of
this report, the position of the CE has not been appointed. Since the
beginning of the current financial period, Ms. ZHOU Jing acted as the
Chairman. During the current financial period when no CE was appointed,
the functions of the CE have been performed by the executive directors
with the assistance of the management of the Company. The Board
considers that such structure does not impair the balance of power and
authority between the Board and the management of the Company. The
Board will however regularly review the effectiveness of this structure to
ensure that such structure is appropriate in view of the Group'’s prevailing
circumstances.

ERETRSRG 2BRETA

$ 75%%% ETA (EREAGEEEERA
AR TTH -RRAEBESFHEE
.fﬂ]fé EREEHANEBE_ZT—Z=FNA

=+BIEABARN—EETEETARBET
R o

BE HEIBEEAQAT LHHES
REBE=F-=FAA=TBIEAEAR AR
7XEEHWE TS - b SR
AAT LES

JJ:%F&:\AP"-

ARBRBEZTE—=FNA=THIL~EA
WE BRI —EET EmR RIS+ HprEe
XERFATAZRAY —EE8THER TR
3 (T AERS) - T ATt & TR BRI
BRI

F AR XA.2.1

BETREXA21  TERITHREH BERE
BFiRS  BETERR— AT ARARREE
B ([XFE]) RiTsaes ([175es]) mIEssz
B ARERATMEAE UERRESH
2B S5 BMEMERE ozrﬁfﬂﬁ$%
EBELERRERE MITRERMNEEETE
EErEERE ARBREBRAEEER-

R-ZB——FMHANRNE RRFEREBRERRA
WITEFHERIENITES - WEHEITEAEAR
B Bl EARE BB THRARK —BRARE
T BAMBEAERSG BT HEEF R
7 B IS HA R 47 IR A ok B o R 22 EA ] - 1T AR
ZBBRARREREZ HE THRAITERRE
ﬁ"%%g?ﬁ% UL T EHISSE S HAR

RAEBEZ RN REETE A EFEH
TEHIR AT I 288 2 A ARRIR L BB E AR A
SEERER-

KRMEZRERAT « — T —=FPHRE

59



Supplementary Information

CORPORATE GOVERNANCE PRACTICES (continued)
Code Provision A.6.7

Under Code Provision A.6.7, independent non-executive directors and
non-executive directors should attend general meetings. However, Mr.
NG Wai Hung was unable to attend the special general meeting held
in Hong Kong on 30 September 2013 as he had another business
engagement.

The Company periodically reviews its corporate governance practices
to ensure that it continues to meet the requirements under the Code
Provisions.

CHANGES IN DIRECTORSHIP AND OTHER
CHANGES IN DIRECTORS’ INFORMATION

There are no changes in directorship during the six months ended 30
September 2013.

AUDIT COMMITTEE

During the six months ended 30 September 2013, the audit committee
of the Board comprised three independent non-executive directors of
the Company, namely Mr. William Keith JACOBSEN, Mr. WU Wang Li
and Mr. NG Wai Hung. The audit committee has reviewed the unaudited
condensed consolidated financial statements and the interim report for
the six months ended 30 September 2013. After review and discussions,
the audit committee recommended the Board to approve the unaudited
condensed consolidated interim financial statements for the six months
ended 30 September 2013.

By order of the Board

Ms. ZHOU Jing
Chairman

Hong Kong, 29 November 2013
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