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Corporate Information
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BOARD OF DIRECTORS
Executive Directors:

Mr. Yeung Ming Kwong** (Chairman)
Ms. Lo Oi Kwok, Sheree
Mr. Wen Louis

Mr. Tsang To” (appointed on 27 February 2014)

Ms. Shum Ching Yee, Jennifer (appointed on

1 August 2013 and resigned on 28 February 2014)

Ms. Ng Si Wai (appointed on 13 March 2014)

Independent Non-Executive Directors:

Mr. Chung Yuk Lun*#
Ms. Lam Yan Fong, Flora*#*
Mr. Pak William Eui Won*#*

*  Member of Audit Committee
# Member of Remuneration Committee
Member of Nomination Committee

COMPANY SECRETARY
Mr. Chui Kark Ming

REGISTERED OFFICE

P.O. Box 309, Ugland House,

South Church Street, George Town,
Grand Cayman, Cayman Islands,
British West Indies

PRINCIPAL PLACE OF BUSINESS

Room 1103, 11/F., China United Centre,
28 Marble Road, North Point,
Hong Kong

AUDITOR

Mazars CPA Limited
Certified Public Accountants
42nd Floor, Central Plaza,
18 Harbour Road,

Wan Chai,

Hong Kong
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Chairman’s Statement & Management Discussion and Analysis

TEEREUAREERBATRR DM

On behalf of the Board of Directors (the “Board”) of Forefront
Group Limited (the “Company”), | would like to present the annual
report of the Company and its subsidiaries (the “Group”) for the
year ended 31 December 2013.

BUSINESS REVIEW AND PROSPECTS
FINANCIAL RESULTS

The Group’s audited consolidated net loss for the year was
approximately HK$107.99 million (20712: net loss of HK$41.88
million). The net asset value of the Group decreased from
HK$951.11 million as at 31 December 2012 to HK$924.86 million
as at 31 December 2013. The net loss was mainly attributed to the
a realised loss of HK$26.84 million on disposal of debt investment
and a fair value loss of HK$194.91 million due to change in fair
value of a financial liability at fair value through profit or loss.

FINAL DIVIDEND

The Board of Directors does not recommend the payment of a final
dividend for the year.

BUSINESS REVIEW
Logistic Services

The Group through its indirect wholly-owned subsidiary
invests 40% issued share capital of Golden Fame International
Investments Group Limited (“GFIIGL") since 13 September 2007.
The Company's interest in GFIIGL was treated as an interest in
an associate. GFIIGL together with its subsidiaries are principally
engaged in providing integrated logistics freight services with a
primary focus on logistics services between Hong Kong and the
Pearl River Delta Region.

On 3 August 2013, GFIIGL underwent a corporate structure
reorganisation, of which substantial businesses and operations
were grouped under Gamma Logistics Corporation (the
“"Gamma").
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Chairman’s Statement & Management Discussion and Analysis

TREEEUAREERBARR M

On 22 August 2013, Gamma was listed on the Growth Enterprise
Market of The Stock Exchange of Hong Kong Limited by way of
placing with stock code 8310.

Upon listing by way of placing, the GFIIGL's 100% equity interest
in Gamma was diluted to 75%.

Please refer to Gamma's annual result announcement dated 20
March 2014 and its annual report dated 20 March 2014 for the
details of performances and operations of Gamma.

Trading of Securities

The Group through its indirect wholly-owned subsidiary, Sino
Wealthy Limited, invested in Hong Kong's listed securities and
unlisted securities as short-term investments. Although the US
economic growth, unemployment rate and corporate earnings
were picking up during the year, the Hong Kong stock market
has undergone a recovery. The Group recorded realised gains
of approximately HK$6.30 million from the disposal of certain
securities and unrealised gains of approximately HK$93.62 million
on the portfolio.

Money Lending Business

The Group through its indirect wholly-owned subsidiary, Forefront
Finance Co., Limited, provides short-term loans to various
borrowers. Those short-term loans normally carried interest rates
of 5% to 10% per annum. Within the financial year, the money
lending business contributed a loan interest income of HK$5.77
million to the Group and a release of bad and doubtful debts
provision amounting to approximately HK$36,000 was made to the
loan portfolio.
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Chairman’s Statement & Management Discussion and Analysis

TEEREUAREERBARR DM

Debt investment

In January 2012, the Company through its indirect wholly-owned
subsidiary, Sino Wealthy Limited, acquired a HK$300 million
unsecured notes (the “Notes”) at a cash consideration of HK$265
million. The Notes were issued by Mascotte Holdings Limited (Stock
code: 136) (the "Mascotte”). The Notes will be repaid on the
second anniversary of its issue date, 4 January 2012 or if Mascotte
elects in its discretion to extend the terms of the Notes on seventh
anniversary of its issue date. As information revealed by Mascotte
recently, the Company considered that the extension option to
be exercised by Mascotte prevailed over early redemption. In this
regard, a fair value loss of approximately HK$194.91 million,
as valued by an independent qualified professional valuer, was
recognised in profit or loss.

In November 2013, the Group, through a placing agent, disposed
the Notes to an independent third party at a cash consideration
of HK$75 million and a realised loss of HK$26.84 million on the
disposal was recognised in profit or loss.

Please refer to note 12 to the consolidated financial statements for
the details of the debt investment.

PROSPECT

Since 31 July 2013, the Company through Beijing Securities
Limited to place a number of promissory notes. The promissory
notes bears a fixed interest rate of 5% per annum and the maturity
date is 7th anniversary from the issue date of each promissory
note. Up to the date of this report, the Company has placed
eight promissory notes will aggregate principal amount of HK$80
million. The net proceeds of such promissory notes amounting
to HK$76 million are used as general working capital of the
Company.

As at 31 December 2013, the Group’s cash resource stated at

HK$62.25 million. The Group is in advantageous position to take
on new investment when opportunities arise.
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Chairman’s Statement & Management Discussion and Analysis

TEREEUAREERBARR M

FINANCIAL REVIEW Bt %5 1o R
Liquidity, Financial Resources, Borrowing and Gearing Ratio REBE: MKER BEREEEELE

The Group financed its operation largely through internal cash AEBFZFRANBREERLEEZDA
resources and fund raising activities. As at the end of reporting HEEBRBEES RWERLERE  TEE
period, the Group maintained cash and bank balances at R RIRTTARBEFFN 462,250,000/ 7T (=
approximately HK$62.25 million (2072: HK$49.41 million). The FE— 4 :49,410,0008T) - W& MIRTTE
increase in cash and bank balances was mainly due to the equity BRIENMETEEHRFAETRAEERRE
funding and placing of promissory notes during the year. The FHEBRAR AR AEER T —=F1+=
Group's gearing ratio, calculated as total borrowings divided by net A=+—HBE2%17/,5% &1)10,000,000/% 7T
assets, is stated at 6.49% (2072: 0%), since the Group had issued ZERER (RZF—=—F+=H=1+—H:
six promissory notes of HK$10,000,000 each as at 31 December THT) MALEBEZABEEL X (UEE
2013 (as at 31 December 2012: HK$ Nil). RERABEEFENE) 86.49% (—F—=
F:0%)

As at 31 December 2013, the Group’s net assets value amounted RZE—=F+-A=+—H AEBHHZE
to approximately HK$924.86 million (as at 37 December 2012: E R (E 4 /924,860,000 T (R=ZF——4F
HK$951.11 million) with total assets approximately HK$992.43 +=—H=+—H:951,110,000/&7) * BE#H#
million (as at 31 December 2012: HK$958.73 million). Net current E4)/4992,430,0008 T (R=ZF——F+=
assets were approximately HK$832.27 million (as at 37 December H=+—H :958 730,000/ ) ° BV EEF
2012: HK$526.49 million) and the current ratio was 111.05 times E4/832,270,0008 T (R =ZF——F+=
(as at 31 December 2012: 70.03 times). H=+—H :526,490,000;%7T) * T E Lt E
RIN0SE (R-FE——F+ - A=+—H"
70.031%) °

Capital Structure BEAREE

On 28 January 2013, the Company proposed a rights issue of not RZE—=F—A=Z+N\H KXAAEZHKL
less than 201,010,848 and not more than 261,314,102 rights AERBRENRTEHBH (I —_E—=9_A
shares to the qualifying shareholders at a price of HK$0.25 per ZH—R)EFBEMREEITRMO M —RMHE
rights share on the basis of one rights share for every two shares in I&Hz (D 2 B4 LBRERERG0.258T2E
issue and held on record date (i.e. 21 February 2013) (the “Rights 1% R 14201,010,8480% BT % 1
Issue”). On 15 March 2013, the Rights Issue was completed. The 261,314,102 L AX B& 19 < A% ([HER% ] )
Company's share capital increased from 402,021,697 shares to RZE—=F=A+HA #HERELTK-
603,032,545 shares. The Company received a net proceeds of KN EZ R R402,021,697 88 AR 7 15 n &=
approximately HK$47.75 million from the Rights Issue. 603,032,545 i 17 © A 1 R AR U B 2 B

5 RIEFE A /547,750,000 7T ©

On 25 March 2013, the Company issued 80,404,339 shares RZE—=F=A=Z+HAB FKAFREKE
at a price of HK$0.21 per share under placing. The Company EZREIR0.21%8 T 2 B 1% 3 1780,404,3390%
received net proceeds of approximately HK$16.03 million from the B o R R A AL & WER 2 P A5 SR IE F 58 4Y
placement. 416,030,000/ 7T °
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vy

Chairman’s Statement & Management Discussion and Analysis

TEREUAREERBARR DM

On 15 April 2013, 40,202,169 share options were granted to
qualified allotees under the share option scheme at an exercise
price of HK$0.2336 per ordinary share of HK$0.001 each. The
share options were fully exercised on 23 April 2013. The Company
received the proceeds of approximately HK$9.39 million.

Foreign Currency Exposure

The Group is not subject to material foreign currency exposure
since its operations are mainly denominated in Hong Kong dollars.
As such, no hedging instrument is considered necessary by the
Board during the year.

Pledge of Assets

As at 31 December 2013, margin facilities from regulated securities
brokers were granted to the Group, which was secured by the
Group's financial assets at fair value through profit or loss with
carrying amount of HK$616,336,000 (20712: HK$434,762,000).
The Group utilised part of these facilities amounting to
HK$4,955,000 (as at 31 December 2012: HK$Nil) as at 31
December 2013.

EMPLOYEES, REMUNERATION POLICY AND
RETIREMENT BENEFIT SCHEME

As at 31 December 2013, the Group had 22 employees including
directors of the Company. Employee remuneration, bonus, share
option scheme and training policies are commensurate with
performance, experience and comparable to the market rate. The
Group contributes to a Mandatory Provident Fund under the Hong
Kong Mandatory Provident Fund Schemes Ordinance.

CONTINGENT LIABILITIES

As at 31 December 2013, the Group had no material contingent
liabilities (2012: HK$NIl).

Yeung Ming Kwong
Chairman

Hong Kong

21 March 2014
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Management Profile

EEEBE

EXECUTIVE DIRECTORS HITES

Mr. Yeung Ming Kwong (“Mr. Yeung”), aged 55, joined the BRAXEE(TBEE]  S5m R_TFL
Company on 26 April 2007. Mr. Yeung is the Chairman of the FOAZ+TREBMARRA - HBREER/R
Company, formerly an executive director and CEO of Kai Yuan NEIER  BERRIZERER AR (AIHEEFR
Holdings Limited, stock code: 1215 (formerly known as Wah Lee BREBRER AR RO 1215) 2 81T
Resources Holdings Limited) and an executive director of Goldwiz EFNITHRAHALBEERBERAF (B
Holdings Limited (delisted on 8 September 2008, stock code: 586). RZZBZENFNANBBRE - BRHRE : 586)
He has over 20 years of experience in import and export trading ZHTEFS - FRAPBELOBSRIREE
and investment business in the PRC. He also holds directorships in BHEEBB20F 2E&H - HEETEER
major subsidiaries of the Company. RAEEMBRRIZES-

Ms. Lo Oi Kwok, Sheree (“Ms. Lo"), aged 45, joined the BEBBRLET([BLL]) 45 RZZEZTL
Company on 26 April 2007. She holds an EMBA from Cheung FUWAZFTREMARRA - HRHERIY
Kong Graduate School of Business and a Bachelor's Degree of EhaEERAEIRNETEBETHEARME
Arts from York University, Canada. Ms. Lo has over 10 years of RAOR KRB XET B B LT REBHE
experience in business development and investment. She was BREKEFAEEBIOFLB -FTR_FZT
an executive director of Goldwiz Holdings Limited (delisted on RNFEAAZ_ZTLF - AEER#EERE
8 September 2008, stock code: 586) from May 2006 to January RAG (ERZZEZNFAANBRE KK
2007. She also holds directorships in major subsidiaries of the R :586) ZHITES - HIHEARRREE
Company. MEBARESE-

Mr. Wen Louis (“Mr Wen"), aged 79, joined the Company on BAREE(TBREELD 79 RZZTEZRX
1 September 2006. He holds a Bachelor of Engineering degree FAA—BMARRDA - HHFAEECity
from City University of New York and was an Executive Director of University of New York TI222 2+ Ef7 o f§
Forefront International (Hong Kong) Limited (“FIHK") from 1993 to BR—AN=FE—NMNEtFEEEF (B
1997 and General Manager of FIHK since August 2005. Mr. Wen BIBRARI([EABE) 2HTES I

has extensive experience in engineering, marketing and advertising —EENFENAR—BEHERAEBEK
from previous position at J. Walter Thompson Co. and Dow Jones B0 o R EBHEEBEESE R T RDow
International Marketing Service in the United States. Mr. Wen is Jones International Marketing Serviceti (£ £
also an independent non-executive director of Willie International B-EEIR mHEHERESHEFECE
Holdings Limited (stock code: 273) since 22 April 20009. BB R - ETENAFNA -+ -H

IR T BN BRZERBR AR (BT
273) 2B IEMITES -
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EEEBE

Mr. Tsang To (“Mr. Tsang”), aged 38, joined the Company on 27
February 2014. He is a partner of a PRC law firm. Mr. Tsang holds
a bachelor's degree in laws from Xiamen University (& P9 AE2)
and a master’s degree in laws from the University of London. He
is admitted as a solicitor to the High Court of Hong Kong as well
as a PRC qualified lawyer. Mr. Tsang is currently an independent
director of THT Heat Transfer Technology. Inc. (Stock Code: THTI),
a company listed on the NASDAQ Stock Market and formerly an
executive director of Enterprise Development Holdings Limited
(stock code: 1808) (formerly known as Tai-I International Holdings
Limited), a company listed on the Stock Exchange.

Ms. Ng Si Wai (“Ms. Ng”), aged 43, joined the Company on
13 March 2014. She holds a Bachelor Degree from Xiamen
University (JEPIK2) . Ms. Ng has over 16 years of experience in
management ranging from real estate, investment, and education.
She currently is the Chairperson of QianYuan Education Consulting
(Beijing) Co. Ltd.

INDEPENDENT NON-EXECUTIVE DIRECTORS:

Mr. Chung Yuk Lun (“Mr. Chung”), aged 53, joined the
Company on 26 April 2007. He is a fellow member of the
Association of Chartered Certified Accountants, an assoicate
member of The Hong Kong Institute of Certified Public
Accountants and an Associate Chartered Accountants (England
and Wales). Mr. Chung has over 20 years of experience in finance
and project investment. He is currently the managing director and
chief executive officer of Tack Fiori Group International Limited
(stock code: 928) (formerly known as Tack Fat Group International
Limited), an independent non-executive director of Heritage
International Holdings Limited (stock code: 412), Dragonite
International Limited (stock code: 329) and Freeman Financial
Corporation Limited (stock code: 279) all of which are companies
listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). Mr. Chung was the executive director of Ming
Fung Jewellery Group Limited (Stock code: 860) and Eagle Ride
Investment Holdings Limited (Stock code: 901) (formerly known
as Radford Capital Investment Limited) until he resigned on 28
September 2013 and 1 November 2013 respectively.
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Management Profile

EEEBE

Ms. Lam Yan Fong, Flora (“Ms. Lam”), aged 38, joined the MRF L (IMLx]) 38 RZZTEZT+
Company on 18 May 2007. She obtained a Bachelor Degree in FRATNBMAERRG R —NNNF
Law from the University of Hong Kong in 1999 and a Postgraduate BEARBRREEELEMU SR_EX
Certificate in Laws in 2001. Ms. Lam is a practicing solicitor in —FEEBERBEREBRFEXR ML
Hong Kong. Ms. Lam joined Messrs. Lam & Co. in 2007 and is now REBAERM - MEXLTR_ZEZTLEMA
a partner of the firm. Ms. Lam is an independent non-executive WRERMEBH  BAZEBZAERA-
director of Tack Fiori International Group Limited (stock code: Mzt AEEEHEEEBR A (AT#EEE
928) (formerly known as Tack Fat Group International Limited) SEEERBRAT  BRMHDARR928) 2 BILIE
and formerly an independent non-executive director of Eagle Ride WITEE WBEENIREZERER AT (A
Investment Holdings Limited (formerly known as Radford Capital MEBEALERBRART  BRMHASE:901) 2
Investment Limited) (Stock code: 901) until she resigned on 1 BYERNTEE BEEFR _T—=F+—
November 2013. A—BEERIL-

Mr. Pak William Eui Won (“Mr. Pak”), aged 34, joined the Pak William Eui Won% 4 ([Paks4£]) -
Company on 28 December 2009. He is currently a director of .  RZEZNFTZAZFTAHBMA
HEC Capital Limited and subsidiaries and formerly a director of AN A% IR AHEC Capital Limited & H
Hennabun Capital Group Limited. He holds a Master of Laws B AaazESE  &FHennabun Capital
degree in U.S. taxation from the University of Washington School Group Limited,Z EE % ° i 5 B University of
of Law, a Juris Doctor's degree from the University of British Washington School of Law (ZE 18 K 2%
Columbia Faculty of Law and an Economics and Commerce degree Bl) 2 EZBBRL 2L (EEEEHB)
from the University of British Columbia Faculty of Arts. Mr. Pak is University of British Columbia Faculty of Law
an attorney licensed by the New York State Bar and is a member (EBF MU ERBEER) 2 ZEBLE
of the New York State Bar Association and the American Bar £z & University of British Columbia Faculty of
Association. He was a lawyer in the investment funds practice Arts (RE TRt D REX ) 2 &8 R
at White & Case’s New York and Hong Kong offices. He has ¥ B PakL E B A NN ERR - I A
substantive experience in the establishment and representation HMEMAEREEARMBEEE - KEE
of both U.S. and international private investment funds including B EMEBAANREEREEIREE
private equity funds, hedge funds, real estate funds, distressed T AW o 8RN AL R R R 35 B R B R L
funds and hybrid funds. AREES (PELERAES HHES -

EHWEES IBESREGES)FAES

8 =
LELE-
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Report of the Directors

EEEHRE

The directors herein present their report together with the
audited consolidated financial statements of the Company and its
subsidiaries for the financial year ended 31 December 2013.

PRINCIPAL ACTIVITIES

The Company is an investment holding company, and through its
subsidiaries and an associated company, is principally engaged in
the business of provision of logistic services in Hong Kong and the
PRC; properties investment; securities trading and money lending
business.

MAJOR CUSTOMERS

For the year ended 31 December 2013, the five largest customers
accounted for approximately 24.36% of the Group's turnover in
respect of the money-lending business and the securities trading
service providers of the Group accounted for 100% of the Group's
service costs in relation to the securities trading business. The
largest customer accounted for approximately 5.3% of the Group’s
turnover in respect of the money-lending business. At no time
during the year did a director or a shareholder of the Company
(which the knowledge of the directors of the Company owned
more than 5% of the Company’s issued capital) have any material
interest in any of the Group's largest customers.

RESULT AND DIVIDENDS

The Group’s loss for the financial year ended 31 December 2013
and the state of affair of the Company and of the Group at the
date are set out in the consolidated financial statements on pages
33 to 110.

The Board does not recommend the payment of any dividend.
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SUBSIDIARIES

Particulars of the Company’s principal subsidiaries are set out in
note 15 to the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the year are set out in note 10 to the consolidated financial
statements.

SHARE CAPITAL AND SHARE OPTION

Details of movements in share capital and share option scheme of
the Company are set out in notes 21 and 22 respectively to the
consolidated financial statements.

CONVERTIBLE SECURITIES, OPTION, WARRANTS
OR OTHER SIMILAR RIGHTS

Details of movements in share option of the Company are set out
in note 22 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company's
Articles of Association and the laws in the Cayman Islands, which
would oblige the Company to offer shares on a pro rata basis to its
existing shareholders.

PURCHASE, SALES OR REDEMPTION OF
SECURITIES

During the year ended 31 December 2013, neither the Company
nor any of its subsidiaries had purchased, sold or redeemed any of
the Company’s listed securities.

Report of the Directors
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RESERVES

Movements in the reserves of the Company during the year
are set out in note 23 to the consolidated financial statements.
The surplus in distributable reserves of the Company as at 31
December 2013 amounted to approximately HK$866,079,000
(2012: HK$898,639,000).

FIVE YEARS SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 111 and
112 of the annual report.

RELATED PARTY TRANSACTIONS AND CONNECTED
TRANSACTION

Related party transactions are disclosed in note 27 of the
consolidated financial statements. The Company was not aware
that any related parties transaction as set out in note 27 constitute
a connected transactions of the Group, nor are there any
connected transactions that shall be disclosed in this annual report
under the Listing Rules.
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors who held office during the year and up to the date of
this report were:

Executive Directors

Mr. Yeung Ming Kwong (Chairman)
Ms. Lo Oi Kwok, Sheree
Mr. Lam Yick Sing (resigned on 28 February 2013)

Mr. Wen Louis
Mr. Zhuang You Dao (resigned on 26 February 2013)

Ms. Shum Ching Yee, Jennifer (appointed on
1 August 2013 and resigned on 28 February 2014)
Mr. Tsang To (appointed on 27 February 2014)

Ms. Ng Si Wai (appointed on 13 March 2014)

Independent Non-Executive Directors

Mr. Chung Yuk Lun
Ms. Lam Yan Fong, Flora
Mr. Pak William Eui Won

According to Article 99 of the Article of Association, Mr. Tsang
To and Ms. Ng Si Wai, who were newly appointed as executive
directors will retire from office at the Annual General Meeting and,
being eligible, offer themselves for re-election at the forthcoming
Annual General Meeting.

In accordance with Article 116 of the Article of Association of the
Company, Mr. Yeung Ming Kwong, Ms. Lo Oi Kwok, Sheree and
Ms. Lam Yan Fong, Flora will retire from office by rotation and,
being eligible, offer themselves for re-election at the forthcoming
Annual General Meeting.

Report of the Directors
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DIRECTORS’ SERVICE CONTRACTS

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

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the year.

DIRECTORS’ INTEREST AND SHORT POSITIONS IN
SHARE AND UNDERLYING SHARES

As at 31 December 2013, the interests and short positions of
the Directors and the Company's chief executives in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Future Ordinance (“SFO")) which were required
to be notified to the Company and the Stock Exchange pursuant
to Division 7 and 8 of Part XV of the SFO (including interests
and short positions which they have taken or deemed to have
under such provisions of the SFO), the Model Code for Securities
Transaction by Directors of Listed Companies and which were
required to be entered in the register required to be kept under
section 352 of the SFO were as follows:

(i) Long positions in shares of the Company

EECRBEN
BREERRBFRAGLEE ESHER
ARBFLEMARA AR —FARNMH
8 CREMERIN MR IEZRBE L

EEEYN
FRBET IR FERRARA S BRER
BEABOEBLEBRTRALK -

EERRORMEBRD 2EZR AR

RZZE—=F+ZA=+—H EFREARQA
EFETRABRARRSKEMBEZE (F
ERBFMHABEN (TRB7MAEGR]) S
XVER) 2 iy ~ SRR D R B E T - HEHIR
BEAFRBMERAIEXVEIBETREDE K T
RAEFETEFRRXRFINRETHENEG RN
RAEAIRBRrzEDZ AR (BRRIEES
EHIEHRIBBGRXESREFLERESR
2R LORRE) A RAREE 7 RHIEGRD
E352EMEFEZ ELMAAREE 2 SRR
LIRNE

() REDFIRHBFIZHR

% of
the Company’s

Number of issued share

Name of Director Capacity shares held capital
B F

ERTRAZ

EEpA &4 FriERHEE B
Mr. Yeung Ming Kwong Beneficial owner 596,839 0.08%

B L BB A
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in the section headed “Share Option Scheme”
below and note 22 to the consolidated financial statements, at no
time during the year was the Company or any of its subsidiaries
a party to any arrangements to enable the Directors to acquire
benefits by means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body
corporate, neither the Directors nor any of their spouses or children
under the age of 18 had any right to subscribe for the securities or
debt securities of the Company or had exercised any such right.

DIRECTORS’ INTEREST IN CONTRACTS

No contracts of significance in relation to the Group's business to
which the Company or any of its subsidiaries or holding companies
was a party to and in which any of the Company’s directors or
members of its management had a material interest in, whether
directly or indirectly, subsisted at the end of the year or at any time
during the year.

DIRECTORS’ INTEREST IN A COMPETING BUSINESS

During the year and up to the date of this report, no director is
considered to have interests in a business which competes or is
likely to compete, either directly or indirectly, with the businesses
of the Group, as defined in the Listing Rules.

Report of the Directors
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SHARE OPTION SCHEME

The Company adopted a new share option scheme (the “Scheme”)
on 6 August 2007. Under the Scheme, the Directors may grant
options to those qualified participants (including Directors and

employees) who, in the opinion of the Board, have contributed or

may contribute to the development of the Group and any entity in

which the Group holds an equity interest.

The following table discloses movement in the Company’s share

options under the Scheme during the year.

B ESTE

ARRR_ZFZLFNARNABRK—HEFBE
Prigst & ([t 81)) -RIEBEZATE EFH
MEEFERRBRENATRHEAEERAEE
FETMREZEMNERCERELERZ
BERZEE (BERESFAEE)RHEBK

e

o

TREBENKHETAR A2 BRAES -

As at Granted Exercised As at

Exercise 1 January during during 31 December

Category of participant  Date of grant price 2013 the year the year 2013

R-B-=F R-B-=F

SEEER REBH THE —A—H FREH ERTE t-A=t-H

Qualified allotees in 15 April 2013 HK$0.2336 - 40,202,169 40,202,169 -
aggregate shares shares

BRRARALS “E-ZHEWNATEA  02336ETT - 40,202,1698% 40,202,169 -
4 R fn

No share options were lapsed or cancelled under the scheme

during the year.

As at 31 December 2013, no option has been granted to any

directors.
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SUBSTANTIAL SHAREHOLDER AND OTHER
PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2013, the following person (other than the
Directors or Chief Executive of the Company) has interests or short
position in the shares and underlying shares of the company, being
5% or more of the Company's issued share capital, as known
to the Company or recorded in the register required to be kept
under Section 336 of the SFO and in accordance with information
received by the Company.

Report of the Directors
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FERREHEMATRARG REEH
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MRIERE 7 M ERGIF336(FBFECE
MR RREAARERZER AT
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REIRG RAEERO T RERBEARR D ETR
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Number in shares % of voting right Number of shares % of voting right

Name of Shareholders (Long position) (Long position) (Short position) (Short position)
HREEZ HREREZ

BREREZE B3 8 B BotE B EE Bok
(&) (&) (X&) (%KA&)

HEC Capital Limited (Note 1) 62,223,546 8.60% - -

HEC Capital Limited (FF3E1)

Note 1: HEC Capital Limited is interested in the share capital of the Company through
its wholly-owned subsidiary Hennabun Development Limited which in turn
wholly owns Murtsu Capital Management Limited, being the beneficial

owner of the relevant shares.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained the prescribed public float under the
Listing Rules.

CODE OF BEST PRACTICE

Principal corporate governance practices adopted by the Company
are set out in the Corporate Governance Report on pages 21 to
30.

Bf5E1 : HEC Capital LimitedZBEZEME Q7
Hennabun Development Limited# & A& 2 & 2 %
ZHE%5 0 MHennabun Development Limited% &
A Murtsu Capital Management Limited (Bl
RN zESEAAN) ©

DREREZARE
ARRBMF ETRAREZ RBHRE -

R EE R A
ARARMZ EBLEEABHRBRENE
30RZEERRE -
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AUDITOR

The consolidated financial statements of the Company for the year
ended 31 December 2013 were audited by Mazars CPA Limited.

A resolution will be submitted to the forthcoming annual general
meeting of the Company to re-appoint Mazars CPA Limited as
auditor of the Company.

ON BEHALF OF THE BOARD
Yeung Ming Kwong
Chairman

Hong Kong
21 March 2014
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Corporate Governance Report

The Company recognises that good governance standards
maintained throughout the Group serves as an effective risk
management mechanism for the Company. The Board of Directors
(the "Board”) of the Company is committed to ensuring a high
level of corporate governance standards.

CORPORATE GOVERNANCE PRACTICES

The Board of the Company has adopted its own code on corporate
governance practices which incorporate all the code provision in
the Code on Corporate Governance Practices (the "CG Code”)
as set out in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”). The Company will continue to enhance the
corporate governance standards throughout the Group and ensure
further standards be put in place by reference to the recommended
best practices whenever suitable and appropriate.

DIRECTORS’ SECURITIES TRANSACTIONS

Conduct on Share Dealings

The Company has adopted a code of conduct for securities
transactions and dealings (the “Code of Conduct”) based on
the Model Code for Securities Transactions by Directors of Listed
Issuers set out in Appendix 10 of the Listing Rules (the “Model
Code”). The terms of Code of Conduct are no less exacting than
the standards in the Model Code, and the Code of Conduct applies
to all the relevant persons as defined therein. Specific enquiry has
been made of all Directors of the Company who have confirmed in
writing of their compliance with the required standards set out in
the Code of Conduct during the year under review.

PR
TEREBRBRSE

ARBHER  AEE L TETZRIFERTE
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CORPORATE MANAGEMENT
Board of Directors
Composition

As at the date of this report, the Board is comprised of 8 members
including 5 executive directors and 3 independent non-executive
directors. The biographical details are set out on pages 9 to 11 of
this report. The executive directors are responsible for managing
the Group's business, including business development, corporate
strategies and company policies. The Independent Non-executive
Directors endeavor to assist the Board to maintain high standards
of financial and other mandatory reporting standards as well
as providing adequate checks and balance for safeguarding the
interest of shareholders and the Company as a whole. For the
year ended 31 December 2013, the number of Independent
Non-executive Directors at all times exceeded one-third of the
Board membership. Pursuant to the Listing Rules, the Company
has received written confirmation from each independent non-
executive director of his/her independence to the Company.
None of the existing Independent Non-executive Directors of the
Company is appointed for a specific term which constitutes a
deviation from code provision A.4.1 of the CG Code. However,
one-third of the Directors of the Company (both executive and
independent non-executive) are subject to retirement by rotation
at each annual general meeting under the Articles of Association
of the Company. The Company considers that sufficient measures
have been taken to ensure that the Company’s corporate
governance practices are in line to those of the CG Code. The
Board is comprised of professionally qualified and diversified
individuals.

22 FOREFRONT GROUP LIMITED &5 £EE R A T

TtEER

EEg

o8-
RAREBH EEh N \BKEAK 21
AERTES R =BBUIRTESR FEZ
BEHNAFEFIZNH - YITEEEAET
BAEEER BEEBER DERBR
RNABER - BUFRTESB N HOHESSH
F 2 7K 2 B IR B EL i 0 Il 1 R SRR E - A AE
7D w1 RER R RARQ A 2 R
HoHE_T—ZF+-_AZ=Zt+—BHILFE"
BUNTES AR —ERBREESNE
AB=D2z— BRELMHRA KAREEE
EBUFDTESTE L IERE BREB
SMRARB AR ABREBILIENITESH
EETETH HRERERCEERTAZ
STAMESCAAT AR RBARRMEEER
MWA) ARR =Dz —2EE (BIERITES
RBUFHITES) AR BERRBAFAE L
WRER e AR AR BEFIUR W - IR
RARFIZEEBERFRTELEEARATAZ
TR - EEZEXNERIEABEXERZ
ZEABIAL



Corporate Governance Report
CEERRE

Directors’ Training B9

All directors should keep abreast of the responsibilities as a PREFERETESEERRET LEEARQ
director, and of the conduct and business activities of the AIEK AR BETEAEEELTHLESR
Company. The Company is responsible for arranging and funding ETEBEEN -FRN - 2BESHHEEE
suitable training for its directors. During the year, all directors, BEEBTLT BREE - AFELL EEH
namely Mr. Yeung Ming Kwong, Ms. Lo Oi Kwok, Sheree, Mr. Wen Jo A - MRS 224 K Pak William Eui Won%t 4
Louis, Ms. Shum Ching Yee, Jennifer, Mr. Chung Yuk Lun, Ms. Lam HELEGBECHBEZSEZREY UERS
Yan Fong, Flora and Mr. Pak William Eui Won had participated in REMMEEREE EhERESIE2EE
appropriate continuous professional development to develop and MBRATAESSELYEEZTE TR -
refresh their knowledge and skills to ensure that their contribution

to the board remains informed and relevant.

All directors had provided the Company Secretary with their PREZENRAAWNERAEEREOEFE

training records for the year under review. Nz 3540 8% o

Board Process ESERER

The Board meets regularly throughout the year to discuss EEEEFEHMRTER TRERERRE
the overall strategy as well as the operational and financial IWEAREEZRERPFERBE - R2T—=
performance of the Group. In 2013, the Board held 4 scheduled F EEFGURTARDEEEH I BERF
full board meetings. In addition, executive Board meetings are EARPTESZER REFEEEGAR
convened when necessary to deal with day-to-day matters that ARCBFEE FHeE —REAWNTE
require the Board’s prompt decision, and therefore usually only EFHE - HE2 RESTgeEREEY
executive directors attend. Individual attendance records on full FGEIOBERNTFRE24E - WRAENE
board meetings and committees meetings are set out on page 24 ERPAB TR BEP T AN = E R
of this Annual Report. Directors who are considered having conflict BEABRa EE BT AGEEEA
of interests or material interests in the proposed transactions or B WERERBRRABREE EAQFA

issues to be discussed would not be counted in the quorum of BERMAUMEZE T HIIMERKRIN R A
meeting and would abstain from voting on the relevant resolutions MERTFESFZERILBUHREEZSEH-
subject to certain exceptions set out in the Articles of Association ANEIMETHREFSENOEERNER
of the Company. The Company Secretary maintains minutes of EEER YRAMEESREF@ERE K
the Board meetings for inspection by directors. All directors have NAEE BRLZEGKE FHNLZEGKE
access to the services of the Company Secretary who regularly RIRRZE SN B R ERENBILE X
updates the Board on corporate governance and regulatory BER -BRBARAREE-

matters. Any Director, Audit Committee member, Remuneration

Committee member and Nomination Committee member of the

Company may take independent professional advice at the expense

of the Company should they so wish.
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Board and Board Committee Attendance EEENEEZESZHER

The following table indicates the number of Board, Committee TRETESE HETZESAREARE
and general meetings during the financial year and the number of REAFBRFEFEARTEZ CHERSESRH
attendance by each of the Directors: BREGHRIRE:

Number of meetings attended/held
hE/ BTEENY

Audit Remuneration Nomination

Name Board Committee Committee Committee General
#E BExg ERZEE FMzEe REZEE BREAE
Executive Directors HTES

Mr. Yeung Ming Kwong BREEE 1717 22 22 22 11
Ms. Lo Oi Kwok, Sheree BEBTTL 14117 - - - 1
Mr. Wen Louis RREE 1717 - - - 7
Ms. Shum Ching Yee, Jennifer LS EZ T 718 - - - -

Independent Non-executive ~ BUFHTES

Directors
Mr. Chung Yuk Lun BEBLE 8/17 22 22 W1y 1/1
Ms. Lam Yan Fong, Flora MRBE R L 10/17 22 22 22 11
Mr. Pak William Eui Won Pak William Eui WonZt & 417 112 112 112 1"

During the year, meetings of the Chairman and the independent FRN FFEEBIIIFRTESTATERNTE

non-executive Directors without presence of the Executive EREEBESBELATERTEE Rk
Directors and the management were held to discuss and review FNRTESEREEECRR UEERE
the performance of the Executive Directors and the management. 1 TE 2 41 E R B AR FE AN & B R 25

This also includes the adequacy of systems and controls in place to
safeguard the interests of the Group.

Directors’ Duties EECoRE

The Board is in charge of leadership and supervision on the EEQUBEREEREEREEEH I
Group's affairs and is collectively responsible for promoting the AHFAABEAREEH I RINELE H - E
success of the Group. Each director has a duty to act in good faith EFEEEABLAARAR Z&ENZITE-
and in the best interests of the Company.
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Matters that require decisions by the Board normally include but
not limited to overall Group strategies, major acquisitions and
disposals, annual and interim results, recommendation on the
appointment or reappointment of directors, and other significant
operational and financial matters. Directors are kept up-to-date
by monthly management information on a timely basis as well
as on major changes that may affect the Group’s businesses,
including relevant rules and regulations. The Board acknowledges
its responsibility to prepare the financial statements and have
them audited on an annual basis. The Company has adopted
the generally accepted accounting standards in Hong Kong in
preparing financial statements. Reasonable and prudent judgment
and estimates have been made. The Group announces its financial
results on a timely basis.

Corporate Governance Functions

The Board is responsible for performing the corporate governance
duties including:

(@) to develop and review the Company’s policies and practices
on corporate governance;

(b) to review and monitor the training and continuous professional
development of Directors and senior management;

(c) to review and monitor the Company’s policies and practices
on compliance with legal and regulatory requirements;

(d) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(e) to review the Company’s compliance with Appendix 14 to
the Listing Rules (Corporate Governance Code and Corporate
Governance Report).
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Indemnification of Directors and Officers

The directors and officers are indemnified under a directors’ and
officers’ liability insurance against any liability incurred by them in
the discharge of their duties while holding office as the directors
and officers of the Company.

Chairman and Chief Executive Officer

Code Provision A.2.1 provides that the role of chairman and
chief executive officer should be separate and should not be
performed by the same individual. The Company does not have a
designated position of Chief Executive Officer. The daily operation
and management of the Company is monitored by the Executive
Directors.

BOARD COMMITTEES

The Board established an Audit Committee, a Remuneration
Committee and a Nomination Committee with defined terms of
reference. Audit Committee and Remuneration Committee are
chaired by Independent Non-Executive Directors and Nomination
Committee is chaired by the Chairman of the Group.

(a) Audit Committee

The Company has established an Audit Committee which
comprises of three Independent Non-Executive Directors,
namely Mr. Chung Yuk Lun, Ms. Lam Yan Fong, Flora
and Mr. Pak William Eui Won. The Audit Committee has
reviewed the audit findings, the accounting principles and
practices adopted by the Group, the Listing Rules and
statutory compliance, and has discussed auditing, internal
control, risk management and financial reporting matters
(including the interim and annual financial statements) with
senior management and the auditor. In addition, the Audit
Committee has also reviewed the adequacy of resources,
gualifications and experience of staff of the Group’s
accounting and financial reporting function.
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(b) Remuneration Committee (b) HHEES

A Remuneration Committee has been established in FMEZEE R REEERTRIZHEEK
accordance with the requirements of the CG Code. The VoHMEE SR - RBIULIENITEEM
remuneration committee comprises three Independent Non- RIS 224« 48 B B %5 4 K Pak William Eui
Executive Directors, namely Ms. Lam Yan Fong, Flora, Mr. Wont £ U EMEBRATEZIHE KT
Chung Yuk Lun and Mr. Pak William Eui Won and two EREBEEEKR -BBERERN_-ZT
Executive Directors, namely Mr. Yeung Ming Kwong and Mr. —MOF A+ tHNEZAZEE -F
Tsang To, who newly appointed on 27 February 2014. The MEEg X 2R AEMNRETES
primary duties of the Remuneration Committee are to review REBRITHRABZHHBELES -
and determination of the remuneration policy and packages BEESE2HEHEBETAERNS 25

of the directors and management executives. No director is
involved in deciding his/her own remuneration.

() Nomination Committee () REZEE

A Nomination Committee has been established in accordance AATERBEEEEATA ZREN T
with the requirements of the CG Code. The Nomination RELZEQR - RELZECHMBE LI
Committee comprises two Independent Non-Executive MITE B MRF 2+ &Pak William Eui
Directors, namely Ms. Lam Yan Fong, Flora and Mr. Pak Wonse A AR —EZRITESHHA XL
William Eui Won and an Executive Director, namely Mr. HEHEK - REZZEGZEERE RS
Yeung Ming Kwong. The primary duties of the Nomination EEEoRE BERKE UERHREE
Committee are to review the structure, size and composition EENAREBABETRE YME
of the Board, and select and make recommendations to EEERER

the Board on the appointment of Directors and senior

management.
ACCOUNTABILITY AND AUDIT BEREX
Financial Reporting B 7% B R

The Board is committed to providing a balanced, clear and EFEERIRMREREERBIEL 2B R
comprehensive assessment of the financial performance and BRF RAEE s BRI LATRE®RS
prospects of the Group in all the disclosures made to the RAE- - EWMEE 2T

shareholders and the regulatory authorities.

Timely release of interim and annual results announcements BREMPHARFERELRE RMEFE
reflects the Board’s commitment to provide transparent and up-to- BORBEBASBERBE 2 AEHRE RSN
date disclosures of the Group's performance. WEEE K)o

ANNUAL REPORT 2013 R 2 7



vy

Corporate Governance Report
CEERRE

The Board, assisted by the Audit Committee, oversees the financial
reporting process and the quality of the financial reporting of the
Group. The Audit Committee reviews and monitors the integrity
of the Group’s annual and interim financial statements. It also
reviews the appropriateness of the Group’s accounting policies and
the changes to these policies as well as ensuring these financial
statements comply with accounting standards and regulatory
requirements.

The Directors acknowledge their responsibilities for preparing the
accounts of the Company and the responsibilities of the external
auditors with in respect to financial reporting which are set out in
the Independent Auditor’s Report on pages 31 to 32.

External Auditor

The fees payable to the Company’s auditor, Mazars CPA Limited, in
respect of audit, review services and non-audit services in relation
to the Company’s rights issue for the year ended 31 December
2013 amounted to HK$720,000, HK$160,000 and HK$110,000
respectively.

INTERNAL CONTROL

The Board recognizes the overall responsibility for the
establishment, maintenance, and review of an internal control
system that provides reasonable assurance of the reliability and
integrity of financial and operational information, effectiveness
and efficiency of operations, the safeguarding of assets and the
compliance with laws and regulations. This system of internal
control is designed to manage rather than eliminate all risks of
failure where its goal is to provide reasonable but not absolute
assurance regarding the achievement of organisational objectives.

The Board, through its Audit Committee and external auditor,
assesses the effectiveness of the Group's internal control system
which covers all material controls, including financial, operational
and compliance control.
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SHAREHOLDERS'RIGHTS B% R A& R

Convening Extraordinary General Meeting and Putting EBHRRBFHAAERARRASELREZER
Forward Proposals at Shareholders’ Meetings

Pursuant to the Articles of Association of the Company, KAz BBERMAAERRREARERE
shareholders are requested to follow article 72 of the Articles IRENABRER KBAARZHABER
of Association of the Company to propose new resolutions at HANE72 - BIBARRAR 2B ERMAE

the general meetings. Pursuant to article 72 of the Articles of 25 BRRRGEEMB RN ELARRAFRE
Association of the Company, general meetings shall be convened MARFREBEANEERSEL (HARQA
on the written requisition of any two or more members of the WEFrEREE) AMREEXEERER 2
Company deposited at the principal office of the Company in BRTARM EEEKREAIBEAEER WA
Hong Kong or, in the event the Company ceases to have such REEBRZATHEZ HREHERZALTR
a principal office, the registered office specifying the objects of BERXEREAERBEARNREARAIRERE
the meeting and signed by the requisitionists, provided that such BEZERRBBRERET LR +H— BRE
requisitionists held as at the date of deposit of the requisition not RENMAE—RBRULEMZARBBRE
less than one-tenth of the paid up capital of the Company which (FERBA)AARBREBEZEEZREER

carries the right of voting at general meetings of the Company. S (MARR W EFEFEHHER) M EEE
General meetings may also be convened on the written requisition FEEEERZBERAT AR E@MEREATSH

of any one member of the Company which is a recognized clearing A EH UHEHERKZATESE HERDY
house (or its nominee(s)) deposited at the principal office of the ERZATREREREAEAREERNAE
Company in Hong Kong or, in the event the Company ceases to RABRREGREZ AR FHRRAT DR
have such a principal office, the registered office specifying the T RMEFERAAREEEZRRZ2IBRN
objects of the meeting and signed by the requisitionist, provided FEXBRARE REERKZALTHEFFE
that such requisitionist held as at the date of deposit of the HEBREREBF ZEMATTBEITNESE
requisition not less than one-tenth of the paid up capital of the EgamMARgRKEzAN (BATeEER) 4
Company which carries the right of voting at general meetings of Ag N ERz AETEREREK
the Company. If the Board does not within 21 days from the date EHR=-EAZBH MREHERKZATE
of deposit of the requisition proceed duly to convene the meeting, EEgRETKABERMI R A GIE
the requisitionist(s) themselves or any of them representing more Y BRAAEREEEL/ME-

than one-half of the total voting rights of all of them, may convene

the general meeting in the same manner, as nearly as possible, as

that in which meetings may be convened by the Board provided

that any meeting so convened shall not be held after the expiration

of three months from the date of deposit of the requisition, and

all reasonable expenses incurred by the requisitionist(s) as a result

of the failure of the Board shall be reimbursed to them by the

Company.
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If a shareholder, who is entitled to attend and vote at the relevant
general meeting, wishes to nominate a person (not being the
nominating shareholder) to stand for election as a Director, he or
she should give a notice to the secretary of the Company in writing
of the intention to propose a person for election as a Director and
notice in writing by that person of his or her willingness to be so
elected, no earlier than the day after the dispatch of the notice of
the relevant general meeting and no later than 7 days prior to the
date appointed for the relevant general meeting.

Detailed procedures for shareholders to propose a person for
election as a Director are available on the Company's website.

INVESTOR RELATIONS AND COMMUNICATIONS

The Company continues to pursue a proactive policy in promoting
investor relations and communication by maintaining meetings
with institutional shareholders, fund managers and analysts
through different means including meetings, presentations and
correspondence. In an effort to enhance communications with
shareholders and investors, the Company maintains a website
(www.forefront.com.hk) to disseminate information relating to the
latest business developments and all Company announcements.
The Company regards the Annual General Meeting (the “AGM")
as an important event as it provides direct communication between
the Board and its shareholders. All shareholders of the Company
are given at least a minimum of 20 clear business days notice
of the date and venue of the AGM at which time the Directors
and Committee members are available to answer questions on
the business. The Company supports the CG Code’s principle to
encourage shareholder participation. The Board, according to the
Listing Rules, will conduct voting at the forthcoming AGM by poll.
The results of the Company voting will be announced on the Hong
Kong Stock Exchange website and the Company website.
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Independent Auditor’s Report
B & B RS

o, Mazars CPA LIMITED

M iy MAZARS G BE @ st o 75 97 A7 WA 7
42nd Floor, Central Plaza
18 Harbour Road, Wanchai, Hong Kong
A I VA U A L R T BRI 42 M
Tel FEif: (852) 2909 5555
Fax {3 H: (852) 2810 0032
Email B #: info@mazars.hk
Website #g1ik: www.mazars.hk

To the shareholders of BEFEBERAAE
Forefront Group Limited (RESHSFMA 7.2 FRLE])
(incorporated in the Cayman Islands with limited liability) ERER

We have audited the consolidated financial statements of Forefront EEEERIENEIBEINBEEBHIEER
Group Limited (the “Company”) and its subsidiaries (together RAFI([ERA]REWBART (KEIE
“the Group”) set out on pages 33 to 110, which comprise the SEZHEeBRk - FeVBREeE

consolidated and the Company's statements of financial position —E—=ZF+ZRA=+—HzZ&HEEeKk BEAQ
as at 31 December 2013, and the consolidated statement of AIPBMRRAKR URBEZBIELFEZHEE
comprehensive income, consolidated statement of changes in EPEBRAFER GERREREHREEE
equity and consolidated statement of cash flows for the year then RenBEXRERNFZSFHEME K H MK
ended, and a summary of significant accounting policies and other Y

explanatory information.

Directors’ responsibility for the consolidated financial EESHRAMBRRZER
statements

The directors of the Company are responsible for the preparation BERREESAERERAEESAASEMG
of consolidated financial statements that give a true and fair view ZERHBHREERREB QRN Z B EE
in accordance with Hong Kong Financial Reporting Standards RE BEUAEEMA TR ZEGEE
issued by the Hong Kong Institute of Certified Public Accountants MBRX THEEEERRRITBEE RE
and the disclosure requirements of the Hong Kong Companies FARRL (MR A GRSl iERR ) iR Mk
Ordinance, and for such internal control as the directors determine mMEBYEZRBAANISEZEE-

is necessary to enable the preparation of consolidated financial

statements that are free from material misstatement, whether due

to fraud or error.

Auditor’s responsibility REMzERE
Our responsibility is to express an opinion on these consolidated EEZEARRBESE ER REZERE
financial statements based on our audit and to report our opinion EmEROER YERAZERERSES

solely to you, as a body, and for no other purpose. We do not E2ERR BRUEMINMIEREMAR - EEHA
assume responsibility towards or accept liability to any other MARENBREMEMA L EESE HE
person for the contents of this report. We conducted our audit MEE-BEENRBEEEGAMAGEMZ
in accordance with Hong Kong Standards on Auditing issued by BEAGERERETEZ I RS ERER
the Hong Kong Institute of Certified Public Accountants. Those EEETEEAS UREIRPTEZ UE
standards require that we comply with ethical requirements and EREZERAMBEREES I FEEMNE
plan and perform the audit to obtain reasonable assurance about K 5 aR BR A o

whether the consolidated financial statements are free from

material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
the consolidated financial statements that give a true and fair view
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2013, and of the Group’s loss and cash
flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Mazars CPA Limited
Certified Public Accountants

Hong Kong
21 March 2014

Fung Shiu Hang
Practising Certificate number: P04793
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Consolidated Statement of Comprehensive Income

REETEWARR

Year ended 31 December 2013 HZE_-ZF—=4F+_-H=+—HIFE

2013 2012
—E—=F —EF——F
Note HK$'000 HK$'000
Bt E TERT FHET
Turnover =E 3(a) 13,234 2,189
Other revenue H Uz 3(b) 23,051 21,301
Other income H A A 3(c) 1,729 2,848
Net release (charge) on provision for RIBRBERE (XH)
bad and doubtful debts ikl 16(c) 36 (999)
General and administrative expenses — M RITBA X (19,365) (15,845)
Loss on disposal of debt investment PEEBKIRE 2 EE 12 (26,840) -
Changes in fair value of financial assets REREZATEERZ
at fair value through profit or loss MHEEZ A TFEEZS 14 93,623 (34,716)
Changes in fair value of a financial liability REZIREAFEREZ
at fair value through profit or loss —IHBaEZ
N B 12 (194,912) -
Impairment loss on assets held by a HESBMBEEY
disposal group BB R R - (16,937)
Loss from operation REBE (109,444) (42,159)
Finance costs A& AR 4(a) (853) -
Share of result of an associate JEAE — B R Al 2 A 11 2,308 282
Loss before taxation BRT A0 B 1B 4 (107,989) (41,877)
Taxation A 7 - -
Loss attributable to owners of BAREE AEGER
the parent 8 (107,989) (41,877)
Other comprehensive income FREM2EBA
for the year = -
Total comprehensive loss attributable &R FEE AEAS
to owners of the parent THEBEE (107,989) (41,877)
HK$ HK$
BT BT
Basic and diluted loss per share BREXREEEE 9 (0.16) (0.10)
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Consolidated Statement of Financial Position

e U BRI R

At 31 December 2013 R-E—=#+_-H=+—H

2013 2012
—E—=F —E——F
Note HK$'000 HK$'000
B 2 FExT FAET
Non-current assets kRBEE
Property, plant and equipment I ER 10 39 41
Interest in an associate R—REEBE R 2 ER 11 44,553 36,530
Debt investment BEBEE 12 = 280,051
Available-for-sale financial assets A ENBEE 13 108,000 108,000
152,592 424,622
Current assets RBEE
Financial assets at fair value RIEBRREATEREZ
through profit or loss IS EE 14 629,313 454,717
Loan receivables JE U B 3R 16 145,276 25,724
Other receivables H b fE U ZRA 17 2,992 4,260
Bank balances and cash RITHEGFNRS 62,253 49,411
839,834 534,112
Current liabilities RBasE
Other payables Hh f& N 5B 7,563 7,627
Net current assets RBEEFE 832,271 526,485
Total assets less current liabilities EEHAEBERARBAE 984,863 951,107
Non-current liabilities IRBEBE
Promissory notes ST 18 60,000 -
NET ASSETS EEFE 924,863 951,107
Capital and reserves BAREE
Share capital % 7 21 724 402
Reserves W 924,139 950,705
TOTAL EQUITY REAE 924,863 951,107

Approved and authorised for issue by the Board of Directors on KHEFEN_ZT—HF=A=-+—HitE

21 March 2014 and are signed on behalf by: RERETE WhTNEEREES:
Yeung Ming Kwong Lo Oi Kwok, Sheree
=R EEB
Director Director
3 EE
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Statement of Financial Position

BB AR R &

At 31 December 2013 R-E—=#+_-H=+—H

2013 2012
—E—=F T
Note HK$°000 HK$'000
B 2 FExT FAETT

Non-current assets kRBEE
Interest in subsidiaries NI 15 954,639 917,194
Available-for-sale financial assets A ERKEE 13 - -
954,639 917,194

Current assets REBEE
Other receivables H {th i W 5008 17 271 258
Bank balances and cash RITHEGFENRS 11,299 25,153
11,570 25,411
Current liabilities RBAE

Other payables H b SRR 1,292 5,435
Amounts due to subsidiaries JEAST B B A B 3018 15 36,941 36,956
38,233 42,391
Net current liabilities RBEaEFE (26,663) (16,980)
Total assets less current liabilities EEHERRBERE 927,976 900,214

Non-current liabilities ERBAE
Promissory notes AR 18 60,000 -
NET ASSETS EEFE 867,976 900,214

Equity and reserves BEREE
Share capital [ 21 724 402
Reserves i 23 867,252 899,812
TOTAL EQUITY REHAE 867,976 900,214

Approved and authorised for issue by the Board of Directors on 21 CHEFENR_ZT—HNF=A=-+—HitE

March 2014 and are signed on behalf by: REENEZE WhATNESREES:
Yeung Ming Kwong Lo Oi Kwok, Sheree
BAR EEBR
Director Director
EFE o
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Consolidated Statement of Changes in Equity
FERRERSB X

For the year ended 31 December 2013 # 2 =%

—ZF+CAS+—HUFE

Attributable to the equity holders of the parent

BARREREAER
Share of
other net
Share Capital asset
Share Share option Capital redemption  changesin Accumulated Total
capital premium reserve reserve reserve  an associate deficit equity
-
HENR
Hit§E
[ ROEE BREHRE EAfE EXBEEHE RELH EE RESE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TR T TR FiEn TR FiEn TiEn
At 1 January 2012 R-E--%5-8-H 36,547 1,539,067 - 10,482 1173 - (632,432) 954,837
Comprehensive loss 2EFE
Loss for the year ERNEE - - - - - - (41,877) (41,877)
Total comprehensive loss for the year FR2EFELE - - - - - - (41,877) (#1,877)
Transactions with owners- BREAETZRE - HERDK

Contribution and distribution
Share options granted RHERE - - 67 - - - - 67
Exercise of share options iR E 3,655 34,492 (67) - - - - 38,080
Capital reorganisation hAsA (39,800) - - - - - 39,800 -
Total transactions with owners BREEAETZRGAER (36,145) 34,492 - - - - 39,800 38,147
At 31 December 2012 and WZE-Z5+ZA=+-ARk

at 1 January 2013 W-E-Z%-8-8 402 1,573,559 - 10,482 1173 - (634,509) 951,107
Comprehensive loss 2EER
Loss for the year FRES - - - - - - (107,989)  (107,989)
Total comprehensive loss for the year ~ £R2EFBLEE - - - - - - (107,989) (107,989)
Share of other net asset changes in Eh-AHERREMEE

an associate (note 11(a)) FEEY (K1) - - - - - 5,715 - 5,715
Transactions with owners- BEAAEAZRE-HERAK

Contribution and distribution
Issue of shares on right issue (note 21(a)  EEREZTRM (HF21()) 201 50,051 - - - - - 50,252
Issue of new shares, net of expenses ROHR (ENBREL)

(note 21(b) (H&E21(b)) 81 16,298 - - - - - 16,379
Share options granted (note 22(c)) RitigEaRE (Mi220) - - 8 - - - - 8
Exercise of share options (note 22(b)) R RE (M 5E2200)) 40 9,359 ) - - - - 9,391
Total transactions with owners ABREFAETZRAAR 322 75,708 - - - - - 76,030
At 31 December 2013 R=B-Zf+-A=1-A 724 1,649,267 - 10,482 1173 5,715 (742,498) 924,863

36
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Consolidated Statement of Cash Flows

RERETREX

For the year ended 31 December 2013 #HZ_-—F—=F+_-_HA=4+—HI FE

2013 2012
—E—=F —EF——F
Note HK$'000 HK$'000
Bt & TER FHT

OPERATING ACTIVITIES A S
Cash (used in) generated from operations #& 4 (FTA)FI838HE & 24 (203,474) 87,306
Net cash (used in) generated from KL (FTA)FBREFE

operating activities (203,474) 87,306
INVESTING ACTIVITIES REEE
Interest received B W F B 5,312 4,791
Purchase of property, plant and equipment EE Y% - BE &% HE (26) (16)
Purchase of debt investment BEEBKRE = (265,000)
Proceeds from disposal of debt investment & (& 5% & Fr 15 718 75,000 -
Net cash inflow on disposal of a subsidiary & —fHE Q2

WL MAFER - 50,000

Capital contribution to an associate m—HEEARDEE - (4,000)
Net cash generated from REFEHRE (FTA)

(used in) investing activities HeRE 80,286 (214,225)
FINANCING ACTIVITIES BMEEE
Proceeds from issue of new shares, BATHIR < RS FRIR

net of expenses (BMBRFAX) 16,379 -
Proceeds from issue of new shares under 18 & B8 AR 2 &t 2 38 17 5T A%

share option scheme FriS#k18 9,399 38,147
Proceeds from issue of new shares on HAR B BT I AR 2 P15 5K 78

rights issue, net of expenses (BBRAEZ) 50,252 -
Proceeds from issue of promissory notes BITASRBMSIOR 60,000 -
Net cash generated from RETHRESREERE

financing activities 136,030 38,147
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Consolidated Statement of Cash Flows

AREHRERER

For the year ended 31 December 2013 &

2013 2012
—E-= —E—ZF
Note HK$'000 HK$'000
B 5 FHET T T
Net increase (decrease) in cash and BeRBEESSEYEM
cash equivalents (R2D) E5E 12,842 (88,772)
Cash and cash equivalents at FNzHRes kRS EYD
beginning of year 49,411 138,183
Cash and cash equivalents at FRZEAERESEEY
end of year, represented by URITEERREAR
bank balances and cash 62,253 49,411
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Notes to the Financial Statements

CORPORATION INFORMATION

Forefront Group Limited (the “Company”) is a limited liability
company incorporated in the Cayman Islands and its shares
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The address of the registered office,
principal place of business, activities and particulars of the
Company and its subsidiaries are set out in the Corporation
Information and Report of the Directors of this annual report.

PRINCIPAL ACCOUNTING POLICIES
Basis of preparation

These consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") which collective term includes all applicable Hong
Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong and
the disclosure requirements of the Hong Kong Companies
Ordinance. These consolidated financial statements also
comply with the applicable disclosure provisions of the Rules
Governing the Listing of Securities on the Stock Exchange.

These consolidated financial statements have been prepared
on a basis consistent with the accounting policies adopted
in the 2012 consolidated financial statements. The adoption
of the new/revised HKFRSs that are relevant to the Group
and effective from the current year had no significant effects
on the results and financial position of the Group and
the Company for the current and prior years, except that
certain presentation and disclosures of consolidated financial
statements items have been revised. A summary of the main
effect on the accounting policies adopted by the Group is set
out below.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Amendments to HKAS 1: Presentation of items of other

comprehensive income

The amendments to HKAS 1 require entities to group together
items within other comprehensive income that will not be
reclassified to profit or loss separately from items that may be
reclassified subsequently to profit or loss if certain conditions
are met. The application of the amendments does not have
an impact on the amounts recognised and the presentation of

the consolidated financial statements.

Further, these amendments change the title for the
“statement of comprehensive income” to the “statement of
profit or loss and other comprehensive income”. However,
HKAS 1 retains the option to use titles for the statement
other than those used in HKAS 1. The Group continues to
use the “statement of comprehensive income” instead of
the “statement of profit or loss and other comprehensive

income”.

HKFRS 10: Consolidated financial statements

HKFRS 10, which replaces the requirements in HKAS
27 relating to the preparation of consolidated financial
statements and HK-SIC 12, introduces a single control model
to determine whether an investee should be consolidated.
It changes the definition of control by focusing on whether
the entity has power over the investee, exposure or rights to
variable returns from its involvement with the investee and the
ability to use its power to affect the amount of those returns.

In accordance with the transitional provisions of HKFRS 10,
the Group reassessed the control conclusion for its investees
at the date of initial application. The exercise does not change
any of the control conclusions reached by the Group in

respect of its involvement with other entities at that date.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

HKFRS 12: Disclosure of interests in other entities

HKFRS 12 sets out in a single standard all the disclosure
requirements relevant to interests in subsidiaries, joint
arrangements, associates and unconsolidated structured
entities. In general, the disclosures required by HKFRS 12
are more extensive than those previously required by the
respective standards. To the extent that the requirements are
applicable to the Group, those disclosures are set out in notes
11 and 15 to the consolidated financial statements.

HKFRS 13: Fair value measurement

This new standard improves consistency by providing a single
source of guidance for fair value measurement and disclosures
about fair value measurement when such measurement is
required or permitted by other HKFRSs. Fair value is defined
as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market
participants at the measurement date.

In accordance with the transitional provisions, the new
standard has been applied prospectively. The application of
the new standard does not have any material impact on the
amounts recognised.

Basis of measurement

The measurement basis used in the preparation of these
consolidated financial statements is historical cost, except for
certain financial instruments, which are measured at fair value
as explained in the accounting policies set out below.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Basis of consolidation

The consolidated financial statements comprise the financial
statements of the Company and all of its subsidiaries as
at 31 December each year. The financial statements of the
subsidiaries are prepared for the same reporting year as that
of the Company using consistent accounting policies.

All intra-group balance, transactions, income and expenses
and profits and losses resulting from intra-group transactions
are eliminated in full. The results of subsidiaries are
consolidated from the date on which the Group obtains
control and continue to be consolidated until the date that
such control ceases.

Non-controlling interests are presented separately in the
consolidated statement of comprehensive income and within
equity in the consolidated statement of financial position,
separately from owners of the parent. The non-controlling
interests in the acquiree, that are present ownership interests
and entitle their holders to a proportionate share of the
acquiree’s net assets in event of liquidation, is measured
initially either at fair value or at the present ownership
instruments’ proportionate share in the recognised amounts
of the acquiree’s identifiable net assets. This choice of
measurement basis is made on an acquisition-by-acquisition
basis.

Allocation of total comprehensive income

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent and to
the non-controlling interests. Total comprehensive income
is attributed to the owners of the parent and the non-
controlling interest even if this results in the non-controlling
interest having a deficit balance.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Basis of consolidation (Continued)
Changes in ownership interest

Changes in the Group’s ownership interest in a subsidiary that
do not result in a loss of control are accounted for as equity
transactions. The carrying amounts of the controlling and
non-controlling interests are adjusted to reflect the changes
in their relative interests in the subsidiary. Any difference
between the amount by which the non-controlling interests
are adjusted and the fair value of the consideration paid or
received is recognised directly in equity and attributed to the
owners of the parent.

When the Group loses control of a subsidiary, the profit or
loss on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and
the fair value of any retained interest determined at the date
when control is lost and (ii) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any
non-controlling interests at the date when control is lost. The
amounts previously recognised in other comprehensive income
in relation to the disposed subsidiary are accounted for on
the same basis as would be required if the parent had directly
disposed of the related assets or liabilities. Any investment
retained in the former subsidiary and any amounts owed by or
to the former subsidiary is accounted for as a financial asset,
associate, jointly controlled entity or others as appropriate
from the date when control is lost.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Subsidiaries

A subsidiary is an entity that is controlled by the Group. The
Group controls an entity when it is exposed, or has rights, to
variable returns from its involvement with the entity and has
the ability to affect those returns through its power over the
entity. The Group reassesses whether it controls an investee if
facts and circumstances indicate that there are changes to one
or more of the elements of control.

In the Company'’s statement of financial position, investments
in subsidiaries are stated at cost less impairment losses.
The carrying amount of the investment is reduced to its
recoverable amount on an individual basis, if it is higher
than the recoverable amount. The results of subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable.

Associates

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee but
no control or joint control of those policies.

The Group’s investment in associate is accounted for under
the equity method of accounting. Under the equity method,
the investment is initially recorded at cost and adjusted
thereafter for the post-acquisition changes in the Group's
share of the investee’s net assets and any impairment loss
relating to the investment. Except to the extent that the
Group has incurred legal or constructive obligations or made
payments on behalf of the investee, the Group discontinues
recognising its share of further losses when the Group’s
share of losses of the investee equals or exceeds the carrying
amount of its interest in the investee, which includes any long
term interests that, in substance, form part of the Group's net
investment in the investee.
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PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FESHBE(£)

Associates (Continued)

On the loss of significant influence, the Group remeasures REEAFENR KEBKRATESE
any retained interest in the former investee at fair value. The M ERAIRKREE ZEMREER -
difference between the fair value of any retained investment EARBRERLEZRREEILD#
and proceeds from disposing of the partial interest in the HABRBECATEREREAELERTE N
investee and the carrying amount of the investment at the EHRERMeEME B EZERIER
date when significant influence is lost is recognised in profit IRFERR o LA - 2 BT B 2 A A BE
or loss. In addition, all amounts previously recognised in other AR EE RN B 2 EHYEAHEE
comprehensive income in respect of the former investee are BEEEHENMEENBEMARA
accounted for on the same basis as would be required if the ZHEBEEEAR - REEENTEHAE
former investee had directly disposed of the related assets or REEERAZAFERRAREGE N
liabilities. The fair value of the retained interest on the date RRUBEER 2 AFE

of ceasing to be an associate is regarded as the fair value on

initial recognition as a financial asset.

Property, plant and equipment

Property, plant and equipment are stated at cost less ME BB RRERKABETITER
accumulated depreciation and impairment losses. The cost AEREIE -M% HEREEEE 2
of an item of property, plant and equipment comprises its KABIEEBEERSEEERAERE
purchase price and any directly attributable costs of bringing KA PGB R E B EEMBERTERE 2
the asset to its working condition and location for its intended FREEELER #ERRERMIN
use. Repair and maintenance are charged to profit or loss EXEFEEZRP K-

during the year in which they are incurred.

Depreciation is provided to write off the cost less accumulated REBEBRETRYE WFEREE G
impairment losses of property, plant and equipment over BRER PNaAHERRBEZz T
their estimated useful lives as set out below from the date on 5T R A4 B A DA B AR ORI S A AR R B
which they are available for use and after taking into account WEEE  UERTERE - ME &
their estimated residual values, using the straight-line method. ERHEBEE & B D 2 BEET
Where parts of an item of property, plant and equipment have B BIZIEE ARG EEESR
different useful lives, the cost of the item is allocated on a YoRAtERE:

reasonable basis and depreciated separately:

Leasehold improvement
Furniture and fixture
Motor vehicles

An item of property, plant and equipment is derecognised M BB RFEIE B R S Rk TE E
upon disposal or when no future economic benefits are FEEAZEETSELERREEN =
expected to arise from the continued use of the asset. Any R IEFER - K ILTEREEMEL 2 F
gain or loss arising on derecognition of the asset (calculated A2 E (REEMSHIEFHEIE B IR
as the difference between the net disposal proceeds and the HeB2EZHA )5t ATHE R IR
carrying amount of the item) is included in profit or loss in the FEZERK

year in which the item is derecognised.

e NT (£F)
WE - BERRE
50% HEMEHEE 50%
20% - 50% RARKSE 20% — 50%
33% RE 33%
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments

Recognition and derecognition

Financial assets and financial liabilities are recognised when
and only when the Group becomes a party to the contractual

provisions of the instruments and on a trade date basis.

A financial asset is derecognised when and only when (i)
the Group's contractual rights to future cash flows from the
financial asset expire or (i) the Group transfers the financial
asset and either (a) the Group transfers substantially all the
risks and rewards of ownership of the financial asset, or (b)
the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the financial asset but it

does not retain control of the financial asset.

If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises

a collateralised borrowing for the proceeds received.

If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises the financial asset to
the extent of its continuing involvement and an associated

liability for amounts it may have to pay.

A financial liability is derecognised when and only when the
liability is extinguished, that is, when the obligation specified
in the relevant contract is discharged, cancelled or expires.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement

Financial assets or financial liabilities are initially recognised at

their fair value plus, in the case of financial assets or financial

liabilities not carried at fair value through profit or loss,

transaction costs that are direct attributable to the acquisition

or issue of the financial assets or financial liabilities.

N

Financial assets or financial liabilities at fair value through
profit or loss

Financial assets or financial liabilities at fair value through
profit or loss include financial assets held for trading and
financial assets or financial liabilities designated upon
initial recognition as at fair value through profit or loss.
They are carried at fair value, with any resultant gain and
loss recognised in profit or loss.

Financial assets are classified as held for trading if they
are (i) acquired or incurred principally for the purpose
of selling or repurchasing in the near future; (ii) part of
a portfolio of identified financial instruments that the
Group manages together and has a recent actual pattern
of short-term profit-taking; or (iii) derivatives that are
not designated financial guarantee contracts or not
designated and effective hedging instruments.

Financial assets or financial liabilities are designated at
initial recognition as at fair value through profit or loss
only if (i) the designation eliminate or significantly reduce
the inconsistent treatment that would otherwise arise
from measuring the assets or liabilities or recognising
gains or losses on a different basis; or (ii) they are part
of a group of financial assets and/or financial liabilities
that are managed and their performance evaluated on
a fair value basis, in accordance with a documented risk
management strategy; or (iii) they contain embedded
derivatives that would need to be separately recorded.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Financial instruments (Continued)

Classification and measurement (Continued)

N

Financial assets or financial liabilities at fair value through
profit or loss (Continued)

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be designated
as a financial asset at fair value through profit or
loss, except where the embedded derivative does not
significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.

Loans and receivables

Loans and receivables including loans and other
receivables, bank balances and cash and amounts due
from subsidiaries are non-derivative financial assets with
fixed or determinable payments that are not quoted in
an active market and are not held for trading. They are
measured at amortised cost using the effective interest
method, except where receivables are interest-free loans
and without any fixed repayment term or the effect
of discounting would be insignificant. In such case,
the receivables are stated at cost less impairment loss.
Amortised cost is calculated by taking into account any
discount or premium on acquisition over the year to
maturity. Gains and losses arising from derecognition,
impairment or through the amortisation process are
recognised in profit or loss.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative
financial assets that are either designated at this category
or not classified in any of the other categories of financial
assets. They are measured at fair value with changes in
value recognised as a separate component of equity until
the assets are sold, collected or otherwise disposed of, or
until the assets are determined to be impaired, at which
time the cumulative gain or loss previously reported in
other comprehensive income shall be reclassified to profit
or loss as a reclassification adjustment.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Financial instruments (Continued)

Classification and measurement (Continued)

3) Available-for-sale financial assets (Continued)

Available-for-sale financial assets that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured are stated at cost less
impairment loss.

4)  Financial liabilities

The Group's financial liabilities include other payables,
amount due to subsidiaries and promissory note. All
financial liabilities except for derivatives are recognised
initially at their fair value and subsequently measured at
amortised cost, using effective interest method, unless
the effect of discounting would be insignificant, in which
case they are stated at cost.

Impairment of financial assets

At the end of each reporting period, the Group assesses
whether there is objective evidence that financial assets, other
than those at fair value through profit or loss, are impaired.
The impairment loss of financial assets carried at amortised
cost is measured as the difference between the assets’
carrying amount and the present value of estimated future
cash flow discounted at the financial asset’s original effective
interest rate. Such impairment loss is reversed in subsequent
periods through profit or loss when an increase in the asset’s
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to
a restriction that the carrying amount of the asset at the
date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been
recognised.

For an available-for-sale financial asset that is carried at cost,
the amount of impairment loss is measured as the difference
between the carrying amount of the financial asset and the
present value of estimated future cash flows discounted at the
current market rate of return for a similar financial asset. Such
impairment loss shall not be reversed.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Cash equivalents

For the purpose of the consolidated statement of cash flows,
cash equivalent represent short-term highly liquid investments
which are readily convertible into known amounts of cash and
which are subject to an insignificant risk of change in value.

Revenue recognition

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably and on the
following bases.

Realised gain or loss on financial assets at fair value through
profit or loss is recognised on a trade date basis whilst
unrealised gain or loss on financial assets at fair value through
profit or loss is recognised to restate to their fair value at the
end of the reporting period.

Dividend income from investments is recognised when the
Group's rights to receive payment have been established.

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

Foreign currency translation

ltems included in the consolidated financial statements of
each of the Group entities are measured using currency of the
primary economic environment in which the entity operates
(“the functional currency”). The consolidated financial
statements are presented in Hong Kong dollars, which is the
Group’s functional and presentation currency.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Foreign currency translation (Continued)

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and
losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are
recognised in profit or loss. Foreign exchange gains and losses
resulting from the retranslation of non-monetary items carried
at fair value are recognised in profit or loss except for those
arising on the retranslation of non-monetary items in respect
of which gains and losses are recognised directly in equity, in
which cases, the gains or losses are also recognised directly in
equity.

The results and financial position of all the Group entities that
have a functional currency different from the presentation
currency (“foreign operations”) are translated into the
presentation currency as follows:

e Assets and liabilities for each statement of financial
position presented and, where applicable, goodwill
and fair value adjustments on the carrying amounts of
assets and liabilities arising on an acquisition of a foreign
operation which are to be treated as assets and liabilities
of that foreign operation, are translated at the closing
rate at the end of the reporting period;

e Income and expenses for each statement of
comprehensive income are translated at average
exchange rate; and

e All resulting exchange differences arising from the
above translation and exchange differences arising from
a monetary item that forms part of the Group's net
investment in a foreign operation are recognised as a
separate component of equity.
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Notes to the Financial Statements
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)

Foreign currency translation (Continued)

o2

On disposal of a foreign operation, which includes
the disposal of the Group’s entire interest in a foreign
operation, a disposal involving the loss of control over a
subsidiary that includes a foreign operation, or a partial
disposal of an interest in an associate that includes a
foreign operation of which the retained interest is no
longer equity-accounted for, the cumulative amount
of the exchange differences relating to the foreign
operation that is recognised in other comprehensive
income and accumulated in the separate component of
equity is reclassified from equity to profit or loss when
the gain or loss on disposal is recognised.

On the partial disposal of the Group's interest in a
subsidiary that includes a foreign operation which
does not result in the Group losing control over the
subsidiary, the proportionate share of the cumulative
amount of the exchange differences recognised in the
separate component of equity is re-attributed to the non-
controlling interests in that foreign operation and are not
recognised in profit or loss.

On all other partial disposals, which includes partial
disposal of associates or joint ventures that do not result
in the Group losing significant influence or joint control,
the proportionate share of the cumulative amount
of exchange differences recognised in the separate
component of equity is reclassified to profit or loss.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Impairment of other assets

At the end of each reporting period, the Group reviews
internal and external sources of information to assess whether
there is any indication that its property, plant and equipment,
and interest in subsidiaries and an associate may be impaired
or impairment loss previously recognised no longer exists or
may be reduced. If any such indication exists, the recoverable
amount of the asset is estimated, based on the higher of
its fair value less costs to sell and value in use. Where it
is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the smallest group of assets that generates cash flows
independently (i.e. a cash-generating unit).

If the recoverable amount of an asset or a cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. Impairment losses are
recognised as an expense immediately.

A reversal of impairment loss is limited to the carrying amount
of the asset or cash-generating unit that would have been
determined had no impairment loss been recognised in prior
years. Reversal of impairment loss is recognised as income in
profit or loss immediately.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Leases

Leases which do not transfer substantially all the risks and
rewards of ownership to the lessee are classified as operating
leases.

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease.

Lease incentives are recognised in profit or loss as an integral
part of the net consideration agreed for the use of leased
asset.

Employee benefits
Short term employee benefits

Salaries, annual bonuses, paid annual leave, contributions
to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which
the associated services are rendered by employees. Where
payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.

Defined contribution plans

The obligations for contributions to defined contribution
retirement schemes are recognised as expenses in profit or
loss as incurred. The assets of the schemes are held separately
from those of the Group in an independently administered
fund.

Long service payment

The Group's net obligation in respect of long service payment
under the Employment Ordinance is the amount of future
benefit that employees have earned in return for their service
in the current and prior periods. The obligation is calculated
using the projected unit credit method and discounted to its
present value and after deducting the fair value of any related
assets, including retirement scheme benefit.
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Notes to the Financial Statements

PRINCIPAL ACCOUNTING POLICIES (Continued)
Share based payment transactions
Equity-settled transactions

The Group’'s employees, including directors, receive
remuneration in the form of share-based payment
transactions, whereby the employees rendered services in
exchange for shares or rights over shares. The cost of such
transactions with employees is measured by reference to the
fair value of the equity instruments at the grant date. The fair
value of share options granted to employees is recognised as
an employee cost with a corresponding increase in a reserve
within equity. The fair value is determined using the Black-
Scholes Model, taking into account the terms and conditions
of the transactions, other than conditions linked to the price
of the shares of the Company (“market conditions”).

The cost of equity-settled transactions is recognised, together
with a corresponding increase in equity, over the years in
which the vesting conditions are to be fulfilled, ending on the
date on which the relevant employees become fully entitled
to the award (“vesting date”). During the vesting period, the
number of share options that is expected to vest ultimately
is reviewed. Any adjustment to the cumulative fair value
recognised in prior years is charged/credited to profit or loss
for the year of the review, with a corresponding adjustment to
the reserve within equity.

Taxation

The charge for current income tax is based on the results
for the year as adjusted for items that are non-assessable
or disallowed. It is calculated using tax rates that have been
enacted or substantively enacted by the end of the reporting
period.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Taxation (Continued)

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial statements.
However, any deferred tax arising from initial recognition of
goodwill; or other asset or liability in a transaction other than
a business combination that at the time of the transaction
affects neither the accounting profit nor taxable profit or loss
is not recognised.

The deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the period when the asset
is recovered or the liability is settled, based on tax rates and
tax laws that have been enacted or substantively enacted at
the end of the reporting period.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available against
which the deductible temporary differences, tax losses and
credits can be utilised.

Deferred tax is provided on temporary differences arising
on investment in subsidiaries and associates, except where
the timing of the reversal of the temporary differences is
controlled by the Group and it is probable that the temporary
difference will not reverse in the foreseeable future.
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PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FESHBE(£Z)

Related parties BEAL
A related party is a person or entity that is related to the HMEATREAEEFHEEZATHE
Group. B2
(a) A person or a close member of that person’s family is (@ EAMATHERBRAFTEUTIE
related to the Group if that person: U+ BIERZN £ (8] 75 PTRE i
(i) has control or joint control over the Group; (iy HBEAEEZIZTH LR
] 2
(i) has significant influence over the Group; or (i) BAEEBEAFE N K
(i) is a member of the key management personnel of (i) RAEEFAFAREETE
the Group or of the parent of the Group. [BRCE -
(b) An entity is related to the Group if any of the following (b) {EEEELM f/\J/ATT?ET—HINEF Al
conditions applies: AR B A PR e
(i) The entity and the Group are members of the same () ZEREAEEBR-—SE2
group (which means that each parent, subsidiary MERE (BERFRFWEB
and fellow subsidiary is related to the others). ARALRAREMBARSEES
B o
(i) One entity is an associate or joint venture of the iy —RHAERBAS —EEBZEZEA
other entity (or an associate or joint venture of a ARAEERA (XS —EBA
member of a group of which the other entity is a ERREZEECKE 2B
member). NEIHEERTA]) e
(i) Both entities are joint ventures of the same third (i) MEAEBERHAER—F=F246
party. NS
(iv) One entity is a joint venture of a third entity and the (ivy —BERBARE=-FTERZE6E
other entity is an associate of the third entity. DR ME—BEBRZE=H
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Related parties (Continued)
(b) (Continued)

(v) The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

(vi) The entity is controlled or jointly controlled by a
person identified in (a).

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

Close members of the family of a person are those family
members who may be expected to influence, or be influenced

by, that person in their dealings with the entity and include:

(a) that person’s children and spouse or domestic partner;

(b) children of that person’s spouse or domestic partner; and

(c) dependants of that person or that person’s spouse or
domestic partner.

In the definition of a related party, an associate includes

subsidiaries of the associate and a joint venture includes
subsidiaries of the joint venture.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Segment reporting

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

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

Critical accounting estimates and judgements

Estimates and assumptions concerning the future and
judgements are made by the management in the preparation
of the consolidated financial statements. They affect the
application of the Group’s accounting policies, reported
amounts of assets, liabilities, income and expenses, and
disclosures made. They are assessed on an on-going basis
and are based on experience and relevant factors, including
expectations of future events that are believed to be
reasonable under the circumstances. Where appropriate,
revisions to accounting estimates are recognised in the period
of revision and future periods, in case the revision also affects
future periods.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Critical accounting estimates and judgements (Continued)
Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of the
Group is based on the evaluation of collectability of the loans
receivable. A considerable amount of judgement is required
in assessing the ultimate realisation of these receivables,
including assessing the current creditworthiness and the
past collection history of each customer. If the financial
conditions of these customers were to deteriorate, resulting
in an impairment of their ability to make payments, additional
allowance will be required. At the end of reporting period,
the carrying amount of loan receivables after provision
for impairment amounted to HK$145,276,000 (2072:
HK$25,724,000).

Impairment of investments and receivables

The Group assesses annually if investment in subsidiaries/
associates has suffered any impairment in accordance with
HKAS 36 and follows the guidance of HKAS 39 in determining
whether amounts due from these entities’ debt investment
and available-for-sale financial assets stated at cost less
impairment loss are impaired. Details of the approach are
stated in the respective accounting policies. The assessment
requires an estimation of future cash flows, including
expected dividends, from the assets and the selection of
appropriate discount rates. Future changes in financial
performance and position of these entities would affect the
estimation of impairment loss and cause the adjustments of
their carrying amounts.

Fair value estimation

The Group’s investments in unlisted convertibles notes are
stated at fair value based on the valuations performed by
independent professional valuers. In determining the fair
value, the valuers have based on a method of valuation which
involves certain estimates. In relying on the valuation reports,
the directors of the Group have exercised their judgement and
are satisfied that the method of valuations is reflective of the
current market conditions.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Future changes in HKFRSs

At the date of authorisation of these consolidated financial
statements, the HKICPA has issued the following new/revised
HKFRSs that are not yet effective for the current year, which

the Group has not early adopted.

Amendments to
HKAS 27 (2011),
HKFRS 10,
HKFRS 12

Amendments to
HKAS 32
Amendments to
HKAS 36
Amendments to
HKAS 39
HK(IFRIC) — Int 21

Amendments to

HKAS 19 (2011)

Various HKFRSs

Various HKFRSs

HKFRS 14

HKFRS 9

Amendments to

HKFRS 9, HKFRS 7
and HKAS 39

Investment Entities’

Presentation — Offsetting Financial
Assets and Financial Liabilities’

Recoverable Amount Disclosures for
Non-Financial Assets’

Novation of Derivatives and
Continuation of Hedge Accounting’

Levies’

Defined Benefit Plans — Employee
Contributions?

Annual Improvements Project — 2010-
2012 Cycle?

Annual Improvements Project - 2011-
2013 Cycle?

Regulatory Deferral Accounts?

Financial Instruments®
Financial Instruments (Hedge

Accounting and Amendments to
HKFRS 9, HKFRS 7 and HKAS 39)°
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2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FESHBE(£Z)

Future changes in HKFRS (Continued) ERMBHREERN ZRREE (&F)
! Effective for annual periods beginning on or after 1 January 2014 1 RZE—NF-—A—Hkz&FABRZFER
M ER
2 Effective for annual periods beginning on or after 1 July 2014 2 RZE—NFELA—HkzE&FABZFER
M ER
3 Effective for annual periods beginning on or after 1 July 2014, except 3 RZE—NFELA—HkzE&FABZFER
for certain amendments which are effective prospectively for relevant MERHEETEAR_T—NFLA—HB3k
transactions occurred on or after 1 July 2014 ZEBHEZHEBRSETRARERELES
W
4 Effective for annual periods beginning on or after 1 January 2016 4 RZE-—RF-—A—Haz&HBRZFER
HE
s No mandatory effective date determined but is available for adoption 5 & il A B BARRTE - MERT IR
The Group is in the process of assessing the possible impact REBE EFHARRRNZET K
on the future adoption of these new/revised HKFRSs, but is BEEEUBHREEANNEEEZF
not yet in a position to reasonably estimate their impact on Z AR HARENSBETEHRER
the Group's consolidated financial statements. HEMBmERITE-
3. TURNOVER AND REVENUE 3. BXHERWE
Turnover and revenue recognised by category are analysed as BOMEBRzEEBARW A TOT
follows:
2013 2012
—EB—=F —E——F
HK$'000 HK$'000
FHET T T
(a) Turnover (a) EX#HE
Net realised gain (loss) on disposal HERBERRERA T EERE
of financial assets at fair value ZHBEEZ
through profit or loss BE#R W (B18)F8 6,295 (2,315)
Interest income from loan receivables FEWE R 2 T EHA 5,772 2,482
Dividend income from listed securities LR HZBREKA 1,167 2,022
13,234 2,189
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3. TURNOVER AND REVENUE (Continued) 3. EEHERWE(£Z)

2013 2012
—B = —E——F
HK$'000 HK$'000
FHE T FATT
(b) Other revenue (b) Eftilz
Interest income from unlisted FEMEBEREZ
debt investment F B U A 23,051 21,301
2013 2012
—E-=F —E—ZF
HK$'000 HK$'000
FHT FET
(c) Other income (c) B
Amortisation of Deferred BT B s 88
Day-one Gain (note 18) (FfE18) 364 -
Interest income F B U A 289 365
Other HAty 1,076 2,483
1,729 2,848
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4. LOSS BEFORE TAXATION 4. RUAERE
This is stated after charging: BRI AT E BB T I B IEER TR
2013 2012
—E—=F —EF——F
HK$'000 HK$'000
FERT FHT
(a) Finance cost (a) AEHEK
Interest on promissory notes B ZEEE 853 -
(b) Other items (b) EmEH
Auditor’s remuneration ZER B & 720 700
Depreciation of property, WE WERRETE
plant and equipment 28 31
Operating lease charges on premises MELEHRES 2,043 2,056
Staff costs, including directors’ BIRA BEEZMS -
emoluments:
— Salaries and other allowances — e R H MR 5,517 5,257
— Contributions to defined — REHRETEIHRK
contribution plans 168 148
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5. DIRECTORS’ REMUNERATION 5. EEM&

Year ended 31 December 2013
BE-B-=F+-B=1-HLEE

Basic
salaries, Mandatory
allowance Provident
Appointed Resigned and other Fund scheme
during the year  during the year Fees benefits contribution Total
gxFe. BHELARS
Name of Director Esp? RERER RERBE Be RERHARA HERR @t
HK$'000 HK$'000 HK$'000 HKS'000
TAR TER TAR TAn
Mr. Wen Louis BREE - - - 370 - 370
Ms. Lo Oi Kwok, Sheree EERRT - - - 420 15 435
Mr. Yeung Ming Kwong BRKEE - - - 420 15 435
Mr. Chung Yuk Lun BEBLE - - 120 - - 120
Ms. Lam Yan Fong, Flora HRFRL - - 120 - - 120
Mr. Pak William Eui Won Pak William Eui WonE# - - 120 - - 120
Ms. Shum Ching Yee, Jennifer  LHE X+ 1August 2013 -
—3-=%
NA—-R - 450 6 456
Mr. Zhuang You Dao ERERE - 26 February 2013
“R=t+xH - 30 - 30
Mr. Lam Yick Sing HaBrE - 28 February 2013
“E-cF
“A-t+NH - 70 3 3
360 1,760 39 2,159
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5. DIRECTORS’ REMUNERATION (Continued) 5. EEME (£2)

Year ended 31 December 2012
BE-T--HT-A=t+-BILEE

Basic
salaries, Mandatory
allowance Provident
Appointed Resigned and other Fund scheme
during the year ~ during the year Fees benefits contribution Total
EXEe BHEAES
Name of Director EEftA RERZf RERBE we  REREBEN BELGES 3
HK$'000 HK$'000 HK$'000 HK$'000
TETL TEL TETL TERL
Mr. Wen Louis RREE - - - 383 - 343
Ms. Lo Oi Kwok, Sheree RERARL - - - 420 14 434
Mr. Yeung Ming Kwong BREEE - - - 420 14 434
Mr. Chung Yuk Lun FEMALE - - 120 - - 120
Ms. Lam Yan Fong, Flora MRERT - - 120 - - 120
Mr. Zhuang You Dao TRERE - - - 120 - 120
Mr. Pak William Eui Won Pak William Eui Won%t £ - - 120 - - 120
Mr. Lam Yick Sing MEBLE - - - 396 14 410
360 1,699 42 2,101
No director waived any emoluments during the year. No FRAUTBREERETMNE REBEE_ZF
incentive payment nor compensation for loss of office — =5+ A=+—HIEFE KT&H
was paid or payable to any director for the year ended 31 B A A = T Sl B AR (] SRIBE
December 2013 (2012: Nil). RBCRBERME(—F——F #)-
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INDIVIDUALS WITH HIGHEST EMOLUMENTS 6. REHFAL
Among the five individuals with the highest emoluments, TfuseHFALTH E=m(=ZF—=
three (2012: three) are executive directors whose emoluments F=f) BRATEFT HEZHEER
are disclosed in note 5. B ES A I EE o
The emoluments paid to the remaining two (2072: two) FRENESBMA (ZF—=F Ffr)
individuals during the year were as follows: ATZBlEmT:
2013 2012
—B = —E——F
HK$000 HK$'000
FHET FHE T
Basic salaries and allowances AEXRF & RER 1,140 1,020
Pension scheme contributions BIKEET B 30 28
1,170 1,048
The emoluments fell within the following band: BEeNFUATEE :
Number of individuals
A
2013 2012
—E—=f T
HK$Nil — HK$1,000,000 Z % 7L £ 1,000,000% 7T 2 2

During the year, no payments were paid to the five highest
paid individuals (including directors and other employees)
as inducement to join or upon joining the Group or as
compensation for loss of office.

FR AEEYEATIUSSHEAL (B
REZELREMEE)XNFE FRH
By nB s B AR E s 2 R kR B

f&e
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TAXATION

Hong Kong Profits Tax has not been provided as the Group

incurred a loss for taxation purposes for both years.

BiIE

PP AN 5% [ R M 6 R BL R 5 T = 19 8%
BEER RUEFIREASNESHESE -

Reconciliation of tax expenses HIEF X HIR
2013 2012
—E—= T4
HK$'000 HK$'000
FHET T T
Loss before taxation M BB E5 18 (107,989) (41,877)
Income tax at Hong Kong Profits Tax rate 12 & B S £16.5%
of 16.5% (2012: 16.5%) (ZF—=4F:165%)
SEZEN (17,818) (6,909)
Non-deductible expenses AR A X 1,173 3,237
Tax exempted revenue R (642) (289)
Unrecognised temporary differences RIER 2 B =5 (11) (37)
Unrecognised tax losses AERZBIBEE 17,298 3,998
Taxation g - -
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LOSS ATTRIBUTABLE TO OWNERS OF THE
PARENT

The loss attributable to owners of the parent includes a loss
of HK$108,268,000 (20712: HK$13,676,000) which has been
dealt with in the financial statements of the Company.

No dividend was paid or proposed during the year and up to
the date of these consolidated financial statements (2072:
HK$NIl).

LOSS PER SHARE
Basic loss per share

The calculation of basic loss per share attributable to owners
of the parent is based on the weighted average number of
ordinary shares of 657,835,000 shares (2012. 413,069,000
Shares) in issue during the year.

The calculation of basic loss per share attributable to owners
of the parent is based on loss for the year of HK$107,989,000
(2012: loss of HK$41,877,000) and the denominators detailed
above in respect of weighted average number of shares.

Diluted loss per share

Diluted loss per share is the same as the basic loss per share
for the year ended 31 December 2013 as there were no
diluting events during the year.

Diluted loss per share is the same as the basic loss per share
for the year ended 31 December 2012 as the effect of all
potential ordinary shares held during the year and at the end
of reporting period is anti-dilutive.

BB | &

BRAEREARGLEER

BRAFAAREBEER

B &£

BER

108,268,0008 0 ( = &F — — 4 :
13,676,000;%C) - BEBEE RN AR A

M HRPREIE-

REARBERFHERAMBHRER B AL

®E IR SRR S (= F—=
L) e

BREE

SRESKHE

FFE

BRRIHEEARMSREXREEIZRTF
N2 #17657,835,00008 ( —&FE— 4 :
413,069,0004% ) & i@ % H0 #E F 25 B 5T

s
= o
o

B REHEEARLNSRAKREREIZF
M E 107,989,000 7T ( —F— -4 :
Ei1841,877,000,& ) M £ XA %

DnEFe gz HEHE-

BREBEER

MRBE-F-=F+-A=t+-AL
FTELREFER KEN2ERES

EEREREASEER-

HR#EE—T——F+-_A=1+—H1

FENBEHERB T2

BHAEREELE NFAZTRE

BERESREAREBRAR -
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10. PROPERTY, PLANT AND EQUIPMENT 10. ¥ -BERRE
Furniture
Leasehold and Motor
improvements equipment vehicles Total
HENLEEE BARKRE "E #@it
HK$'000 HK$'000 HK$'000 HK$'000
FTEx FTEx TET THET
Carrying amount KRE£&
At 1 January 2012 R-ZE——%—f—H - 56 - 56
Additions NE - 16 - 16
Depreciation ik - (31) - (31)
At 31 December 2012 R-Z——4%
+-A=1—"8 - 41 - 41
At 31 December 2012 RZB——&
+-R=+—-A
Cost 2% 1,247 1,032 2,219 4,498
Accumulated depreciation 2EHE (1,247) (991) (2,219) (4,457)
- 41 - 41
Carrying amount RE&H
At 1 January 2013 WNZ_E-=F—-H—H - M - M
Additions NE - 26 - 26
Depreciation e - (28) - (28)
At 31 December 2013 RZIE-=%
+=ZA=+-H - 39 - 39
At 31 December 2013 RZE-=%§
+=ZA=+—-H
Cost XA 1,247 1,058 2,219 4,524
Accumulated depreciation ZEHE (1,247) (1,019) (2,219) (4,485)
- 39 - 39
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11. INTEREST IN AN ASSOCIATE M. R—EHEQARIZER
The interest in an associate is set out below: R—EEE AR 2 E=mEHINAT
2013 2012
—E—-=F T4
HK$'000 HK$'000
THET FAT
Cost of investment A KA 30,650 30,650
Bargain purchase wEEE 4,244 4,244
Share of post-acquisition profits and FEAE U BB 12 05 T 2
other comprehensive income, net of HAn2E KA
dividends received (B Wi E) 3,944 1,636
Share of other net asset changes EEEMEEFEED
(note (a)) (FM=E@)) 5,715 -
Share of net assets FEEEEFE 44,553 36,530
Details of the associate at the end of the reporting period are R EPERBZBERRFBOT
as follows:

Proportion of
nominal value of

Principal place issued ordinary
of business and Class of shares held
Name of associate place of incorporation shares held by the Group  Principal activity
EEEfE
B#T
TEEEHER EBREE
BeNRER T L 3t B s R 43 Rl Fribte Bl  ETEXEH
Golden Fame International Hong Kong Ordinary 40%  Logistic business
Investments Group Limited
("Golden Fame")
PERHREEEBERAA N ERR 40%  MREH
(Tef])
The above associate is accounted for using the equity method LB E R R AR ARG E VB mE
in the consolidated financial statements. AR °

ANNUAL REPORT 2013 R 7 1



vy

Notes to the Financial Statements

Bt %% R MY R

11. INTEREST IN AN ASSOCIATE (Continued)

Golden Fame is an unlisted corporate entity whose quoted
market price is not available. Golden Fame, which provides
integrated logistics freight services between Hong Kong and
the Pearl River Delta region, is a strategic partner of the Group
in developing logistics business in the region.

Summarised financial information of the associate of the
Group is set out below, which represents amounts shown in
the associate’s consolidated financial statements prepared in
accordance with HKFRSs and adjusted by the Group for equity
accounting purposes including any differences in accounting
policies and fair value adjustments, as appropriate.

M. A—BEEHELAT2ERS (£)

SER—FIELTEXER BXIE
EmZBE-2EERERK=-ALR
RESAVMAEERY RAKEER
ZEMREG 2 R -

AEEBENBZHHERBRENT -
TyiE e & N RIRIB A B B 5 s R
REZIEEMBRERMIEE  LEK
SENESSHAFR AR S
BREZRRAFEFAR (WERA) -

Golden Fame

&=
2013 2012
—E—=F —E——%F
HK$'000 HK$'000
FET FAETT
Gross amount #EE
Current assets mENEE 183,082 147,980
Non-current assets ERBEE 60,681 57,711
Current liabilities mEBE (110,591) (102,860)
Non-current liabilities ERBEE (21,789) (11,507)
Equity i 1 111,383 91,324
Reconciliation 1R
Gross amount of equity fRHEARER 111,383 91,324
Proportion of the Group’s ownership AEER—EBEAT 2
interest in an associate FT B HEfE 2 2 L ) 40% 40%
Carrying amount of the Group's interest 7N £ B A — B &
in an associate W 7 R &R 44,553 36,530
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11. INTEREST IN AN ASSOCIATE (Continued) M R—BEEEQAT2ELR (&)

Golden Fame

&=
2013 2012
—E-=F —E——F
HK$'000 HK$'000
THET T T
Gross amount B
Revenue U =5 466,457 452,112
Expenses 2 (460,688) (451,803)
Profit and other comprehensive F % N R B A 2 E A
income for the year 5,769 309
(a) The amount represented the share of other net asset () ZESBEERTEEFREIERE
changes of an associate in connection with the change in MEARMEEE=ZBmEN—
ownership interest in its subsidiaries that do not result in B E AR HM FEEZS -

a loss of control.
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Notes to the Financial Statements

DEBT INVESTMENT 12. EBKRE
Option
Liability derivatives,
component at fair value* Total
AR
fTEIR
=REgiSa) BATE" et
HK$'000 HK$'000 HK$'000
FAT FAT FAT
Unlisted unsecured notes FETEEAEE
At 1 January 2012 RZE—=—F—H—H - - -
Addition N 265,000 - 265,000
Imputed interest income FRESAMEBA
for the year 15,051 - 15,051
At 31 December 2012 and RZFE—=F
1 January 2013 +ZA=+—HBK
—E—=F—H—H 280,051 - 280,051
Imputed interest income F N B WA
for the year 16,701 - 16,701
Changes in fair value up to HELERAHR
the date of disposal NFEED - (194,912) (194,912)
296,752 (194,912) 101,840
Released upon disposal A& R (296,752) 194,912 (101,840)
At 31 December 2013 RZZT—=F
+—-A=+—H” - - -
* Classified under financial liabilities at fair value through profit or loss * DEARERKREATERR MBEE

In January 2012, the Group through its indirect wholly-owned
subsidiary, Sino Wealthy Limited, acquired 2.5% unsecured
notes in an aggregate principal amount of HK$300 million
("Notes”) issued by Mascotte Holdings Limited (“Mascotte”),
an independent third party company, at a cash consideration

of HK$265 million.

FOREFRONT GROUP LIMITED &5 & EHR AT

RZE—ZF— R AEBFRHEBEE
2 & i B A 7)Sino Wealthy Limited bAZR
& E265,000,00078 7T U5 i B — B L
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B 1) 1T A& 8% /300,000,000
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12. DEBT INVESTMENT (Continued) 12. BRE (£)

The Notes would be repaid on the second anniversary of
its issue date, 4 January 2012, or if Mascotte elected in its
discretion to extend the terms of the Notes, on the seventh
anniversary of its issue date (the “Maturity Date”). Mascotte
might redeem the Notes in whole or in part, at 100% of the
principal amount of the Notes plus all interest accrued up
to the date of redemption (the “Redemption Price”), at any
time before the Maturity Date. The holder of the Notes are
entitled to require Mascotte to redeem all (but not part only)
of the Notes at the Redemption Price within 30 days following
(i) a change of control of Mascotte as specified in the Notes
or (ii) delisting of the shares of Mascotte from the The Stock
Exchange of Hong Kong Limited.

The Notes contain liability component and options component
which include options to early redemption (early redemption
option) by Mascotte or the Group and extension of the terms
of the Notes (extension option) by Mascotte.

On 6 November 2013, the Group entered into a placing
agreement in relation to the disposal of the Notes in whole at
a cash consideration of HK$75,000,000 and a realised loss of
HK$26,840,000 was recognised in profit or loss for the year.

At the date of disposal, the fair value of the option derivatives
of the Notes was measured by an independent qualified
professional valuer using the Black-Scholes option pricing
model and the assumptions of fair value of the option
derivatives are as follows:

Fair value of extended notes matured

SRR BETHR(A_FT——F—A

ME)ZE _BFEER

HE e EREE

BEREZRFH ARBETAHRZE
TBEF([HHENEE - FHRENB
B AT A BER I R A 2 58,2 100% 5 &L
EBO ARG ZAANE ([ERE])
BR2ABIRBE-ZBEFEARR

INOES - SRRt

HERNNEEBAR

E 55 B 5 (i)
S HARA R

BR30ORABRKENERELQERLD 2

#B(EEE D) Rk -

SRESRERS BB HER
DEESHESAASEREED 2 B

Z B CERME) -

RZZ—=F+—AA~B AE@ET
V—HEEwE LEENEE B
R A{E £75,000,0008 0 B &R EIE
26,840,000 TN A F Z B = IR

REERH ERZHETETAZA
FEMBIAEBREXMGBEMRBEN
R-RENREEERAGAE AHEB
BOTETAZAFEZBRET:

RZE—-NF—AMNA

on 4 January 2019 HK$82,837,000 M ERZEZ 82,837,000
NEE BT

Fair value of non-extended notes matured RZE—mFE—FMHH
on 4 January 2014 HK$277,803,000 W2 IETERREZ 277,803,000
NEE BT
Expected option period 0.16 years T EAER A XU 0.16%F
Risk-free rate 0.119% o B ) 2 0.119%
Expected volatility 61.25% TBHDR IR 61.25%
Expected dividend yield 0% HHE R B ® 0%
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DEBT INVESTMENT (Continued)

Notes:

The fair value of extended notes matured on 4 January 2019 on the
measurement date is calculated based on the present value of its expected
future cash flows discounted at the required yield, which is determined with
reference to the interest rate of the notes issuers with similar credit rating to
Mascotte and the remaining time to maturity.

The fair value of non-extended notes matured on 4 January 2014 on the
measurement date is calculated based on the present value of its expected
future cash flows discounted at the required vyield, which is determined with
reference to the interest rate of the notes issuers with similar credit rating to
Mascotte and the remaining time to maturity.

The expected volatility is Black Volatility of swaption which is retrieved from
Bloomberg for a period of one year.

As the events which trigger the Group to require Mascotte for early redemption
are remote, the fair value of this option derivative is minimal. As the early
redemption option derivative and extension option derivative are not closely
related to the host contract, they are measured at fair value with change in fair
value recognised in profit or loss. During the year ended 31 December 2013, a
fair value loss of HK$Nil (2072: HK$Nil) and HK$194,912,000 (2012: HK$Nil)
on early redemption option derivative and extension option derivative was

recognised in profit or loss.

The liability component was initially recognised at fair value at an effective
interest rate of 9.4765% per annum and was subsequently measured at
amortised cost, using the effective interest method. During the year ended 31
December 2013, an interest income from the Notes of HK$23,051,000 (2072:
HK$21,301,000) was recognised in profit or loss.

FOREFRONT GROUP LIMITED &5 & EHR AT

12. BREBE (£)

GEE

R-FB-NF-ANRIMZERRERFAERZ
RFE DREAEHRKRSREREE REX
BRRBREME MAEREXD2ERFEHER
ERUGEETRZEBETAZMNERERIIHA
Z RIS HEEE -

RoE-—NF- AR ZFEERFENRAEA
ZRFE DREAERRRESRELRE RS
RURZBREFE MREREEDH2ERFHE
ARRUEETRCRBRET AN X RIEREH
B 2 R R R B E o

TEER R Ty S TE B 2 A R b B4R ) SRR 0 R
H—%F-

HRTARARE S EBEAELEERGHBREED
ZEN BZERETETAZ A FEBMTRE R
FPEOSMETETARERPETETIARATS
WA YRR IR R T ER B AR TFEES
AIRNBEHERR - REBE_E—=+-A=1+—
HIEFE RERERRIETERNSHETETIAR
EEPETETAZAFEBEIRTEL(=F
— 4 FHor) }%194,912,00087C (ZF—=4F -
FHETT) e

=+ -A=Z+—BLEFE RIERKRER
23,051,000 7T ( = F— =4 :21,301,000/&7T) 2
FBAEWA -
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13. AVAILABLE-FOR-SALE FINANCIAL ASSETS
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13. AItHENKEE

The Group The Company
rEE ENYNE

2013 2012 2013 2012

—E—=fF —E-——-F —E—=fF —E—F

HK$'000 HK$'000 HK$'000 HK$'000

TET FEBT FTET FEBT

At cost: FRRA
Unlisted equity interest in REBFINEMAL 2

private limited companies MWABBRARZ
incorporated outside JEETRAER

Hong Kong 114,908 114,908 6,908 6,908

Impairment loss recognised EHRREERE (6,908) (6,908) (6,908) (6,908)

108,000 108,000 - -

The unlisted investments represented long-term investments
in unlisted equity securities issued by private entities. In the
opinion of the directors, their fair values cannot be measured
reliably because the range of reasonable fair value estimates
is so significant and the probabilities of the various estimates
cannot be reasonably assessed. As a result, they are measured
at cost less impairment at the end of each reporting period.

FEMREENRMABRETZIHELT
BABZZ KR E - EFRE - HRIF
R EZABAFEM[ABEBA
BZBEMFZ AT EE B &
FEMBREZRAFETEAFMAE-
Fit RS MEMERA - FFLHRER
AR ERIER &
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AVAILABLE-FOR-SALE FINANCIAL ASSETS
(Continued)

Details of the equity investee of which the carrying amount
exceeds 10% of the total assets of the Group at 31 December
2013 were as follows:

1B.AHEENBKEE (&)

EEeEBEAEEEEREIO%N 2R
BESERERAANR-_ZT—=%+_A
—t—HZHBWOT:

Proportion of
the nominal
value of issued

ordinary

shares held

Company name Place of incorporation Class of shares held by the Group
rEH

e 81T

ZEREE

NEERH =E Mt B 37 3t B F 5 R 49 38 B Bat
HEC Capital Limited Cayman Islands Ordinary Shares 2.02%
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14. FINANCIAL ASSETS AT FAIR VALUE THROUGH

Bt %% R MY R

14. RERRELATFTEEEBE2UKE

PROFIT OR LOSS =3
2013 2012
=B —=F —E——F
Note HK$'000 HK$'000
B 7 FEx FAT
Held for trading, equity securities F{EEBZ&B LT
listed in Hong Kong N
At beginning of year REH] 435,248 402,884
Additions BA 278,487 246,083
Disposals & (189,960) (177,555)
Reclassification from unlisted MIFEMARRKRER (b)
convertible notes EFoME 10,125 -
Fair value adjustments N ERE 92,008 (36,164)
At the end of the reporting period R EHI&E R B (a) 625,908 435,248
Designated upon initial REXREIAKEE
recognition, unlisted AEzkLET
convertible notes MR EE
At beginning of year REH] 19,469 42,454
Disposals HE (7,554) (24,433)
Reclassification to equity securities EFoBEE®E LT (b)
listed in Hong Kong % A 35 5 (10,125) -
Fair value adjustments NEEFAE 1,615 1,448
At the end of the reporting period R¥REBAERBE (0) 3,405 19,469
Total @t 629,313 454,717
Notes: B 5E
(a) The fair value of listed equity securities is based on quoted market prices (a) LETRAFHZATEDREREHLERA

in active markets at the end of the reporting period.

At the end of the reporting period, none of the Group's financial assets
at fair value through profit or loss exceeded 10% of the Group's total
assets. In addition, the Group's shareholding in each of the investees did
not exceed 20% of the issued shares of the investees.

HERRTSMBzmEFE-

RESHERA ARERBRIREZAFE
BEZWKEEREBBASEREEZ
10% Ut AEBERERIREQNTZR
BUEBBLZERIRERFACHTRNOZ
20% -
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14. FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS (Continued)

Notes: (Continued)

(b)

(c)

80

In 2010, the Group acquired unlisted convertible notes with aggregate
principal amount of HK$4,500,000 issued by a Hong Kong listed company
and bear fixed interest rate of 8% per annum and matured in December
2013. In October 2013, certain unlisted convertible notes were converted
into shares of the relevant issuer. At the conversion date, the fair value
of the converted shares was amounting to HK$10,125,000, which was
determined based on the quoted market price of the relevant listed shares
in an active market at the date of conversion.

14. RERRELATFTEEEBE2UKE
E(#E)

BsE: (&)

(b)

RNZZ—TF AEEWRBEH-—HEELD
N BIPAETTA © 85 R4,500,00008 7T 2 3F £
MA AR RE  RE T FHRER L N
E-ZHF+_RAEIHM-R_F—=F1+A1"
ETHLTARBRRBEESRAMEAETA
2B NEHREH BEERRN A TER
10,125,000/ 7T JoAR iR AR _E W AR D i i ia
BEEER TSz MERH -

Valuation basis of unlisted convertible notes () FLEFTITEREBZMEHEEE

It represented the unlisted convertible notes issued by a listed company JELMAI MR ERIE —MEE LW RAAET
in Hong Kong and was designated as financial assets at fair value 2L ERE  BRRIE LT A RRE
through profit or loss on initial recognition as they form part of a BEXNEE —BIULERARTEIA &
contract containing one or more embedded derivatives which satisfies EERENFRUZEN—HD  RERERR
the conditions for designation. At the end of the reporting period, the BEDEARBRIERATFTEREZHKE

unlisted convertible notes were revalued by independent professional EoNHREHERE LM RREREH
valuer using the Binomial Tree Pricing Model. The contractual maturity of B B EAERMER -\ AR E R
the unlisted convertible notes is used as an input to this model. TEGB-FLEMABBREEREANFBHAEA

TEARE R 7 ) A\ 8K -

Convertible

note A

EE3EST.Y

Principal amount (HK$'000): re@E(FET) - 8,500

Date of maturity: ZHER : 30 November 2016

—E—RF

+—A=+H

Coupon rate: ES% Zero coupon

ZEL

Early redemption clause: RFE MR : (i)

Mandatory conversion clause: o Il B R AR R (i)

Volatility of underlying listed shares: TR T AR 1 R 1 69.19%

Risk-free interest rate (with reference to Hong Kong mREBRAE(2BREBINEESES) - 0.634%

Exchange Fund Notes):

(i) The issuer of convertible note A may redeem the whole or any part
of the notes at any time from the issue date to the maturity date by
giving not less than seven business days prior notice.

(i) The issuer of convertible note A may require the note holder to
convert all of the outstanding convertible note into conversion
shares up to the conversion limit in respect of each convertible note
on the maturity date.

FOREFRONT GROUP LIMITED &5 & EHR AT

(i) FIHRRRBABRTATAZETARES
FHALEHERTINEESEAZ
FRBA BEO2AERBSRE

(i) AWHEERRBABRTAATZLERSH

REIB AP E REE R AR

REEBREREGS KRZRBHAH
BEBRZEHBER-
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15. INTEREST IN SUBSIDIARIES/AMOUNTS DUE 15. RMIB AT 2w W BN
FROM/TO SUBSIDIARIES Vil NGIE
2013 2012
—E-=F —EF——F
HKS$'000 HK$'000
FExT FET
Unlisted shares, at cost JE LMD - A A - -
Amounts due from subsidiaries NI B 2,469,927 2,333,146
2,469,927 2,333,146
Less: Provision for amounts due from Jo - FE MR BT B~ &) N IE B
subsidiaries (1,515,288) (1,415,952)
954,639 917,194
The amounts due from/to subsidiaries are unsecured, non- JEl EMHBRARREAEREN

S 2t PEPNEI RS

interest bearing and the settlement of which is neither

W oI
o

planned nor likely to occur in the foreseeable future.

ANNUAL REPORT 2013 R 8 1
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15. INTEREST IN SUBSIDIARIES/AMOUNTS DUE

82

FROM/TO SUBSIDIARIES (Continued)

Details of the Company’s principal subsidiaries at 31

December 2013 were as follows:

Principal place of
business and

place of incorporation/

Issued and
fully paid
share capital/

15. RIMB AT 2R BB

B QRRIE(E)
ARTEEMBARNR-T—=4F+=
B=+—Az#EnT:

Percentage of

equity interest held

Name of subsidiary registration registered capital by the Company Principal activities
TEEERER ERTRBERE/
WELAREM BEAVES-$ EZMER KRAAMERAEZEIE FEXE
Directly Indirectly
H# &
Equity Base Investments Limited British Virgin Islands US$1 - 100% Investment holding
EBELER 127 BEER
Forefront Automotive Services Hong Kong HK$20 - 100% Trading of motor vehicle
Company Limited accessories
BHRERBERAR 0 2087 RETEMES
Forefront Finance Company Limited Hong Kong HK$2,000,000 - 100% Money-lending
BHHBERAF 3 2,000,000 7T &
Forefront International Hong Kong HK$100,000 - 100% Provision of
(Hong Kong) Limited Ordinary share management services
HK$6,000,000 for the Group
Non-voting
deferred shares (i)
B (B)ARAT i 100,008 7 & B BEREEHEERY
6,000,0007% 7
BREREERH
Gauteng Focus Limited British Virgin Islands - 100% - Investment holding
KBRS REER
Loyal Fine Ltd British Virgin Islands US$1 100% - Investment holding
RERAES (E REZKR
Sino Wealthy Ltd British Virgin Islands US$1 - 100% Trading of securities
AERTES 1%7T EHEE
Smart Oriental Limited British Virgin Islands Us$1 - 100% Investment holding
KBRS 1% REER
Note: Bt 55

(i) Holders of deferred shares have no rights to vote at general meetings or

receive any dividend. Upon winding up, they are entitled to one half of
the balance of the company’s assets after HK$100,000,000,000 has been
distributed to holders of ordinary shares.

None of the subsidiaries had any loan capital in issue at any

time during the year ended 31 December 2013.

FOREFRONT GROUP LIMITED &5 & EHR AT

RIERD 2 HAEABEERRRAG LRE -
HIEWEUT AR E - /R Z AR EER
100,000,000,0008 K & EAR DR T &R
BRzIFEEAN MHEL —FLHEERG ZHE
AZEER-o

EMRBRIRNEBEE-_ZTE—=F+_A

=t—HIEFERAEMEBHLEENS

BITEEER-
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16. LOAN RECEIVABLES

Loans granted to borrowers are repayable according to
repayment schedules. The balance comprises loan receivables

Bt %% R MY R

16. BERE R

RN

ANER 2 ERARRERKERE

BE-BREREERETIE T ZEK

from: B
2013 2012
—EBE-—=F —E——F
Note HK$'000 HK$'000
B 3T THExT FET
Third parties B=7 (a), (b) 166,915 47,399
Allowance for doubtful debts R () (21,639) (21,675)
Balances due within one year and FFAREBNEE -
included in current assets R—F ARz 5% (d), (e) 145,276 25,724
Notes: B 5E
(@) At the end of the reporting period, (1) loan receivables carry effective (a) MRIMEPHEFA NWEKEFZEEBANXA

interest rate of 5% to 10% per annum (2012: 5% per annum); (2) loan
balances of HK$21,639,000 (20712: HK$21,675,000) were overdue and
fully impaired; (3) the remaining loan balances of HK$145,276,000
(2012: HK$25,724,000) are within the respective maturity dates; (4)
loan balances of HK$135,199,000 are secured and the fair value of the
securities pledged to the Group is HK$175,467,000 (2012: loan balances
of HK$25,724,000 are secured and fair value of the securities pledged to
the Group is HK$12,145,000); and (5) loan balances of HK$10,077,000
(2012: HK$Nil) is unsecured.

(b)  During the year, no additional allowance (2072: HK$1,035,000) was
provided on the Group’s secured and unsecured loan receivables balance.
The impairment for secured loan was determined taken into account the
value of the securities pledged for the loans and the amount recovered
from the borrowers up to the date of the authorisation of these

consolidated financial statements.

f==4

FRERSENE (ZF—ZF - FFIFE5E) :
(2)E 45 #:21,639,0008 T (ZF— =4 -
21,675,000 5T ) Jh i@ B AR AF - W0 B B HUR
f8: )8R T~ B A £2145,276,0008 7T (= F
— Z4F 125,724,000/ T ) A @ L (B
45%R135,199,0008 T R AEA M EHR T
AEMZEH 2 AF{EA175467,000% 7T
(ZF—Z4F : B A5 #025,724,0008 7 56
B MEERTFAEEZERZ L TED
12,145,000/ 7T ) + J(5)E F & £210,077,000
B (=F—=—F THr)REER-

RER TEIAFEEERREERE
WERESRFRBNER(ZF——F:
1,035,