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Financial Highlights

(Expressed in Hong Kong dollars)

For the year ended
31 December

2014 2013
$'000 $'000 Change
Turnover 3,412,505 3,493,934 -2.3%
Profit from operations 159,255 186,257 -14.5%
Profit attributable to shareholders 144,895 173,880 -16.7%
Basic earnings per share 16.0 cents 19.2 cents -16.7%
Dividend per share
Interim 2.0 cents 2.0 cents
Proposed final 2.5 cents 2.0 cents
4.5 cents 4.0 cents 12.5%

At 31 December

2014 2013
$'000 $'000 Change
Total assets 3,678,804 3,305,974 11.3%
Shareholders’ equity 2,410,248 2,307,664 4.4%
Net asset value per share' $2.66 $2.54 4.7%
Closing market price per share $1.06 $0.98
Net (cash)/borrowings? (441,894) (416,889)
Gearing ratio® -18.3% -18.1%
Notes:
1. Shareholders’ equity 3. Net (cash)/borrowings

Number of ordinary shares in issue

2. Borrowings — cash and cash equivalents

Shareholders’ equity
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Chairman’s Statement

| hereby report to the shareholders that Guangnan (Holdings) Limited (the “Company”) and its subsidiaries (the
"Group”) recorded a consolidated profit attributable to equity shareholders of the Company of HK$ 144,895,000 in
2014, representing a decrease of 16.7% compared with HK$173,880,000 in 2013. The basic earnings per share
was HK 16.0 cents, representing a decrease of 16.7% from HK 19.2 cents in 2013.

DIVIDEND

The Board of Directors of the Company (the “Board”) recommends the payment of a final dividend of HK 2.5 cents
per share for the year 2014. The abovementioned final dividend for 2014, subject to the approval by the
shareholders of the Company at the annual general meeting, is expected to be paid on 22 June 2015.

BUSINESS REVIEW

In 2014, all major business segments of the Group recorded a decrease in both turnover and profit. The Group’s
consolidated turnover was HK$3,412,505,000, representing a decrease of 2.3% from HK$3,493,934,000 in 2013.
Profit from operations was HK$159,255,000, representing a decrease of 14.5% from HK$186,257,000 in 2013.

In respect of our tinplating business, with more new tinplating production lines operated by other companies in
Mainland China commencing production, the excess of supply over demand in the iron and steel industry and
intense competition, all these placed significant pressure on the sales of tinplate products and the selling price of
tinplate products decreased during the year. As the rate of decrease in the cost of raw materials was more than that
in the selling price of tinplate products, gross profit for 2014 increased as compared to that in 2013. However, due
to the depreciation of Renminbi against the Hong Kong Dollar and the United States Dollar during the year, an
exchange loss was recorded for the year. Hence, profit of the Group’s tinplating business decreased as compared to
that in 2013.

As to the fresh and live foodstuffs business, the turnover of the fresh and live foodstuffs business recorded a
decrease, mainly due to the impact of avian flu on our distribution and sales of live poultry business resulting in the
suspension of import of live poultry into Hong Kong during the year. Given the devoted efforts of our operation
team and premium quality sources of goods from major suppliers, the Group actively maintained the market supply
and the overall market share in the live pigs supply into Hong Kong remained at about 46%. This provided a
relatively steady contribution to the earnings of the Group.

In respect of the property leasing business, in line with the increase in the valuation of office units in Hong Kong in
2014, net valuation gains on investment properties of HK$37,910,000 (2013: HK$45,846,000) were recorded by
the Group.

For the associates, as a result of the sluggish demand of the major products, corn starch, of Yellow Dragon Food
Industry Co., Ltd., an associate of the Group, sales volume decreased. Through various control measures on costs
and expenses, it turned from a loss in 2013 to a profit in 2014. On the other hand, the decrease in the price of live
pigs led to losses being incurred by one of the associates which is engaged in pig farming and sales of pigs.
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Chairman’s Statement (Continued)

PROSPECTS

Currently, the recovery of the European and US economies is slow, while the economic growth rate in Mainland
China reduced. With more new tinplating production lines operated by other companies in Mainland China
commencing production, there is substantial pressure on the sales of tinplate products and there will be more
challenges in the operating environment in future. Renminbi depreciated against the United States Dollar in the first
half of 2014, although it stabilised in the second half of 2014, it depreciated again in recent months. It is expected
that the exchange rate of Renminbi will continue to fluctuate in both directions and will have an impact on the
Group's earnings. In respect of the tinplating business, the Group will strive to increase production and sales volume
and achieve economies of scale. Meanwhile, we will also actively transform and upgrade our business and start a
new round of development. The Group is constructing a new tinplating production line with an annual production
capacity of 150,000 tonnes, in order to improve the standard of production equipment and product quality. In
addition, it will endeavour to bring in innovation in management and technology in order to further strengthen our
core competitiveness. New coating and printing production lines have commenced operation consecutively by the
end of 2014, while it is expected that the new tinplating production line will commence operation in the second
half of 2015. As to the fresh and live foodstuffs business, in order to further improve our quality services, we will
consolidate and develop our business chain operation. Through enhancing our supply chain management, we will
continue to explore new and stable sources of supply for live pigs, ensure market supply and increase turnover. By
leveraging on our sound financial position and abundant capital resources, we will continue to explore and capture
various opportunities for development and strategic cooperation so as to promote the business of the Group to a
new level.

Tan Yunbiao
Chairman

Hong Kong, 26 March 2015
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Management Discussion & Analysis

BUSINESS REVIEW
Tinplating

Zhongshan Zhongyue Tinplate Industrial Co., Ltd. (“Zhongyue Tinplate”) is a wholly-owned subsidiary of the
Company. The Company holds a 66% interest in Zhongyue Posco (Qinhuangdao) Tinplate Industrial Co., Ltd.
("Zhongyue Posco”) while the remaining 34% is held by POSCO Co., Ltd., an internationally renowned iron and
steel enterprise. Currently, the annual production capacity of tinplate products and blackplates of the Group is
470,000 tonnes and 150,000 tonnes respectively, of which 220,000 tonnes of tinplate products and 150,000
tonnes of blackplates are from Zhongyue Tinplate’s capacity, whereas 250,000 tonnes of tinplate products are from
Zhongyue Posco’s capacity.

In 2014, the Group produced 392,594 tonnes of tinplate products, representing an increase of 2.8% as compared
to that in 2013. Among which, Zhongyue Tinplate and Zhongyue Posco produced 217,980 tonnes and 174,614
tonnes respectively. In addition, the blackplate manufacturing plant of Zhongyue Tinplate produced 132,743 tonnes
of blackplates, a decrease of 5.2% as compared to that in 2013, providing a steady supply of raw materials (i.e.
blackplates) for its production of tinplate products. The Group’s tinplating plants in northern and southern China
sold 397,137 tonnes of tinplate products, an increase of 2.6% as compared to that in 2013, of which, Zhongyue
Tinplate and Zhongyue Posco sold 223,006 tonnes and 174,131 tonnes of tinplate products respectively, an increase
of 6.2% and a decrease of 1.8% respectively as compared to that in 2013. Turnover was HK$3,074,926,000, a
decrease of 2.0% as compared to that in 2013 and profit from operations was HK$74,473,000, a decrease of
HK$16,929,000 or 18.5% as compared to that in 2013. The tinplating business accounted for 90.1% and 46.8%
of the Group's turnover and profit from operations respectively.

In 2014, with more new tinplating production lines operated by other companies in Mainland China commencing
production, the excess of supply over demand in the iron and steel industry and intense competition, all these
placed significant pressure on the sales of tinplate products and the selling price of tinplate products decreased
during the year. As the rate of decrease in the cost of raw materials was more than that in the selling price of
tinplate products, gross profit for 2014 increased as compared to that in 2013. However, due to the depreciation of
Renminbi against the Hong Kong Dollar and the United States Dollar during the year, an exchange loss was recorded
for the year. Hence, profit of the Group’s tinplating business decreased as compared to that in 2013. Through the
pursuit of more flexible payment methods with its suppliers, the Group successfully increased liquidity of its working
capital and bank deposits. Interest income significantly increased accordingly. Sales volume was also stabilised by
capitalising on the favourable position in capital management, adopting selling prices more comparable to the
market rates and adopting effective control in trade receivables’ management. The Group continued the
implementation of full budgetary control, strengthening of the internal control and improving its human resources
management system by streamlining human resources, improving efficiency and optimising performance
management. It also promoted energy saving, waste reduction and efficiency optimisation. All these in turn
mitigated the pressure on the Group regarding the decrease in the selling prices of tinplate products and the surge
in various operating costs. During the year, Zhongyue Tinplate passed the Food Safety System Certification (FSSC
22000), incubating new strengths for our business of metallic packaging for food.
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Management Discussion & Analysis (Continued)

BUSINESS REVIEW (Continued)
Tinplating (Continued)

As the tinplating factory in Zhongshan is operating at full capacity, in order to accelerate the transformation and
upgrade of our business, the Group re-occupied certain plants in our factory area in Zhongshan, which were
previously let out, to construct a new tinplating production line with an annual production capacity of 150,000
tonnes, together with expansion of the relevant coating and printing production lines. Besides, Zhongyue Posco has
also acquired coating and printing production lines. It is estimated that the total investment cost of these production
lines will be approximately RMB265 million (equivalent to approximately HK$336 million). These new production
lines will enable the Group to improve the standard of production equipment and product quality and refine the
product mix. It will also facilitate the development of new products and strengthen our core competitiveness. These
coating and printing production lines have commenced operation consecutively by the end of 2014, while it is
expected that the new tinplating production line will commence operation in the second half of 2015. By that time,
the annual production capacity of tinplate products, blackplates and coated and printed tinplates of the Group’s
factories in northern and southern China will become 620,000 tonnes, 150,000 tonnes and 100,000 tonnes
respectively.

Fresh and Live Foodstuffs

Guangnan Hong Company Limited (“Guangnan Hong"”) is a wholly-owned subsidiary of the Company. Guangnan
Hong holds a 51% interest in Guangnan Live Pigs Trading Limited, a 16.12% (31 December 2013: 15.20%) interest
in an associate, Hubei Jinxu Agriculture Development Co., Ltd. (“Hubei Jinxu”), and a 34% interest in an associate,
Guangdong Zijin Baojin Livestock Co., Ltd. (*Guangdong Baojin”). In July 2014, the shares of Hubei Jinxu were
listed on the National Equities Exchange and Quotations in Mainland China. Besides, in February 2015, Hubei Jinxu
issued new shares to a new investor. After the issuance, the Group's equity interest in Hubei Jinxu was diluted from
16.12% to 15.45%.

In 2014, the turnover of the fresh and live foodstuffs business amounted to HK$315,293,000, representing a
decrease of 4.6% as compared to that in 2013. Together with the share of losses less profits of associates, Hubei
Jinxu and Guangdong Baojin, of HK$10,455,000, segment profit was HK$75,174,000, representing a decrease of
20.5% as compared to that in 2013. Turnover of the fresh and live foodstuffs business decreased mainly due to the
impact of avian flu on our distribution and sales of live poultry business resulting in the suspension of import of live
poultry into Hong Kong during the year. On the other hand, the decrease in the price of live pigs led to losses being
incurred by one of the associates, which is engaged in pig farming and sales of pigs. Through continuous
optimisation of the business workflow, the Group proactively strengthened its communication with governmental
authorities, suppliers, industry participants and customers. Service standards were enhanced as a result. The Group
also actively maintained the market supply. The overall market share in the live pigs supply into Hong Kong was
about 46%. This provided a relatively steady contribution to the earnings of the Group. The gradual expansion in
the scope of pig farming of Hubei Jinxu and Guangdong Baojin helps the Group to consolidate premium quality
sources of live pigs and build a solid business chain for the fresh and live foodstuffs business.
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Management Discussion & Analysis (Continued)

BUSINESS REVIEW (Continued)
Property Leasing

The Group's leasing properties mainly include the plant and staff dormitories of Zhongyue Tinplate and the office
units in Hong Kong.

In 2014, turnover from the property leasing business of the Group was HK$22,286,000, a decrease of 18.1% as
compared to that in 2013. Profit from operations of leasing properties amounted to HK$14,582,000, a decrease of
15.6% as compared to that in 2013. In line with the increase in the valuation of office units in Hong Kong in 2014,
net valuation gains on investment properties of HK$37,910,000 (2013: HK$45,846,000) were recorded by the
Group.

Yellow Dragon

In 2014, Yellow Dragon Food Industry Co., Ltd. (“Yellow Dragon”), an associate of the Group, recorded sales
volume of 387,772 tonnes of its major product, corn starch, a decrease of 8.2% as compared to that in 2013.
Turnover was HK$2,064,539,000, a decrease of 3.9% as compared to that in 2013. Through various control
measures on costs and expenses implemented by Yellow Dragon, it turned from a loss of HK$10,058,000 in 2013
to a profit of HK$12,429,000 in 2014. As the Company holds a 40% interest in Yellow Dragon, the Group's share
of profit was HK$4,972,000 (2013: share of loss of HK$4,023,000).

FINANCIAL POSITION

As at 31 December 2014, the Group’s total assets and total liabilities amounted to HK$3,678,804,000 and
HK$1,071,364,000, representing an increase of HK$372,830,000 and HK$267,836,000 respectively when
compared with the positions at the end of 2013. Net current assets increased from HK$1,011,345,000 at the end of
2013 to HK$1,460,331,000. The current ratio (current assets divided by current liabilities) increased from 2.3 at the
end of 2013 to 3.3.

Liquidity and Financial Resources

As at 31 December 2014, the Group maintained cash and cash equivalents of HK$1,070,798,000, of which an
amount of HK$827,744,000 was denominated in Renminbi and HK$145,745,000 was denominated in United
States Dollars while the remaining balance was denominated in Hong Kong Dollars. Cash and cash equivalents
increased by 60.1% from the end of 2013. Interest income also increased from HK$16,322,000 in 2013 by 95.8%
to HK$31,958,000 in 2014.
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Management Discussion & Analysis (Continued)

FINANCIAL POSITION (Continued)
Liquidity and Financial Resources (Continued)

As at 31 December 2014, the Group’s borrowings comprised (1) unsecured bank borrowings of HK$549,344,000
(2013: HK$172,523,000); and (2) loans from a related company of HK$79,560,000 (2013: HK$79,560,000). 63.6%
(2013: 63.5%) of the Group’s borrowings was guaranteed by the Company. As at 31 December 2014, 36.4% of
the Group's borrowings was repayable within 1 year, and the remaining balance was repayable within 2 years, while
as at 31 December 2013, all of the Group’s borrowings was repayable within 1 year. All borrowings are subject to
annual interest rates ranging from 1.25% to 1.67% (2013: 1.74% t0 2.16%). 76.3% (2013: 95.0%) of the Group's
borrowings bears interest at floating rates. The management pays attention to variations in interest rates.

As at 31 December 2014, the Group’s gearing ratio, calculated by dividing the net borrowings (being borrowings
less cash and cash equivalents) of the Group by total equity attributable to equity shareholders of the Company,
was -18.3% (2013: -18.1%).

In January 2014, the Group entered into a facility agreement (the “Facility Agreement”) with Industrial and
Commercial Bank of China (Asia) Limited and The Hongkong and Shanghai Banking Corporation Limited. In
accordance with the Facility Agreement, the Group was granted a two-year term loan facility with a maximum
amount of HK$400,000,000 for the purpose of general corporate financing requirements. The abovementioned
facility was fully drawn, and the Group’s former bank loan of HK$160,000,000, which matured in June 2014, was
early repaid in full during the current year.

As at 31 December 2014, the Group’s available banking facilities which are used for working capital and trade
finance purposes, amounted to HK$689,744,000, of which HK$565,895,000 was utilised and HK$123,849,000 was
unutilised. 58.0% of the Group's banking facilities was guaranteed by the Company. Currently, the cash reserves
and available banking facilities, as well as the steady cash flow from operations, are sufficient to meet the Group's
debt obligations and business operations.

Capital Expenditure and Capital Commitments

The Group’s capital expenditure in 2014 amounted to HK$103,893,000 (2013: HK$43,035,000). Capital
commitments outstanding at 31 December 2014 not provided for in the financial statements amounted to
HK$183,540,000 (2013: HK$254,599,000), mainly for the construction of a new tinplating production line in
Zhongshan, together with expansion of the relevant coating and printing production lines. It is expected that the
capital expenditure for 2015 will be approximately HK$260 million.

ANNUAL REPORT 2014 GUANGNAN (HOLDINGS) LIMITED 9



Management Discussion & Analysis (Continued)

FINANCIAL POSITION (Continued)
Acquisitions and Disposals of Investments

In 2013, the Group’s associate, Hubei Jinxu, issued new shares to its existing shareholders and other parties. After
the issuance of the new shares, the Group's equity interest in Hubei Jinxu was diluted from 18.66% to 15.20%,
which resulted in a gain on deemed disposal of HK$5,086,000.

In 2014, Hubei Jinxu repurchased all shares held by one of the existing shareholders. After the repurchase of these
shares, the Group's equity interest in Hubei Jinxu increased from 15.20% to 16.12%, which resulted in a loss on
deemed acquisition of HK$946,000.

Except for the abovementioned matter, the Group had no material acquisitions and disposals of investments during
the year of 2014.

Pledge of Assets

As at 31 December 2014, the Group’s interest in Guangdong Baojin was pledged to the major shareholder of
Guangdong Baojin as a security for a loan and the related interest due to this shareholder by Guangdong Baojin
amounted to HK$11,800,000.

As at 31 December 2013, none of the assets of the Group was pledged.
Contingent Liabilities

In 2013, a third party in Mainland China filed a claim against a subsidiary of the Group in the Court of Zhongshan
City to recover an outstanding trade debt of approximately RMB2,060,000 (equivalent to HK$2,611,000) and a
penalty of approximately RMB4,962,000 (equivalent to HK$6,290,000) for non-payment. According to the
judgement made by the Court of Zhongshan City in May 2014, the subsidiary is required to repay the above trade
debt and the related penalty. The subsidiary submitted an appeal in June 2014 to the High Court of Guangdong
Province. Currently, the court appeal proceedings are still in progress.

In prior years, this same third party had also filed claims in respect of the same matter and had won the case, but
the claims were finally denied by the court. Based on the information currently available and a legal opinion
obtained, the Group considers that the subsidiary has a considerable prospect of success in the above litigation.

Accordingly, no provision was made in respect of this claim.

Except for the abovementioned matter, the Group had no material contingent liabilities as at 31 December 2014.
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Management Discussion & Analysis (Continued)

FINANCIAL POSITION (Continued)
Exchange Rate and Interest Rate Exposures

The majority of the Group's business operations are in Mainland China and Hong Kong. The Group is exposed to
foreign currency risk primarily through import purchases from overseas suppliers and export sales to overseas
customers that are denominated in a currency other than the functional currency of the operations to which they
relate. The currency giving rise to this risk is mainly the United States Dollar against Renminbi. In respect of trade
receivables and payables denominated in currencies other than the functional currency of the operations to which
they relate, the Group ensures that the net exposure is kept to an acceptable level, by buying or selling foreign
currencies at spot rates where necessary to address short-term imbalances.

In respect of unforeseen fluctuations in exchange rates, the Group will hedge the exposure as and when necessary.
As at 31 December 2014, forward foreign exchange contracts of RMB155,089,000 (equivalent to HK$196,591,000)
against the United States Dollar were entered into by the Group to hedge against currency risks in respect of export
sales. As at 31 December 2013, forward foreign exchange contracts equivalent to HK$232,954,000 in total were
entered into by the Group.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2014, the Group had a total of 1,197 full-time employees, a decrease of 39 from the end of
2013. 195 employees were based in Hong Kong and 1,002 were based in Mainland China. Staff remuneration is
determined in accordance with the duties, workload, skill requirements, hardship, working conditions and individual
performance with reference to the prevailing industry practices. In 2014, the Group continued to implement
controls over the headcount, organisation structure and total salaries of each subsidiary. The performance bonus
incentive scheme for the management remained effective. Through performance assessment of each subsidiary, a
performance bonus was accrued according to various profit rankings and with reference to net cash inflow from
operations and profit after taxation. In addition, bonuses will be rewarded to the management, key personnel and
outstanding staff through assessment of individual performance. These incentive schemes have effectively improved
the morale of our staff members. The Company has also adopted share option schemes to encourage excellent
participants to continue their contribution to the Group.
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Directors’ Profile

EXECUTIVE DIRECTORS

Mr. TAN Yunbiao, aged 50, was appointed an Executive Director in February 2004, the Chairman in July 2012 and
the General Manager of the Company in March 2015. He is also the chairman of Zhongshan Zhongyue Tinplate
Industrial Co., Ltd. (“Zhongyue Tinplate”) and Zhongyue Posco (Qinhuangdao) Tinplate Industrial Co., Ltd.
("Zhongyue Posco”). He was the General Manager of the Company from February 2004 to July 2012. Mr. Tan
graduated from South China Agricultural University, the PRC and worked in the municipal government in
Zhongshan, the PRC from 1984 to 1988. Mr. Tan joined Zhongshan Shan Hai Industrial Co., Ltd. (“Shan Hai") and
Zhongyue Tinplate in 1988 and was promoted to the position of director and deputy general manager in 1997. He
then became director and general manager of both companies in 2001. From July 2011, Mr. Tan became the
chairman and ceased to be the general manager of Zhongyue Tinplate. He also became the chairman of Zhongyue
Posco from June 2014. At the end of 2009, Shan Hai was absorbed by Zhongyue Tinplate.

Mr. LI Li, aged 59, was appointed an Executive Director and the Deputy Chairman of the Company in April 2010.
He is also the chairman of Guangnan Hong Company Limited, a subsidiary of the Company. He was the Executive
Vice Chairman of the Company from May 2000 to July 2002. He was also an Executive Director and the Deputy
Chairman of the Company from January 2008 to June 2009. Mr. Li graduated from the Sun Yat-Sen University, the
PRC and the South China Normal University, the PRC. Between 1986 and 1998, Mr. Li worked in Guangdong
Foreign Economic Relations and Trade Committee (the “Committee”). He was a deputy director of the Economic
and Trade Administration Office of the Committee in 1995. Since September 1998, Mr. Li has acted as the general
manager of Nam Yue Food Stuff & Aquatics Company Limited (“Nam Yue Food"”) and Macau Wholesale Market
Nam Yue Limited (“Macau Wholesale Market”) and then became the chairman of both companies since June 2001.
Mr. Li was also the chairman of Nam Yue Luen Fung Trading Company Limited (“Luen Fung Trading”) since
November 2004. From March 2010, Mr. Li ceased to act as the chairman of Nam Yue Food, Macau Wholesale
Market and Luen Fung Trading. The said three companies were incorporated in Macau Special Administrative Region

of the PRC.

Mr. SUNG Hem Kuen, aged 41, was appointed an Executive Director and the Chief Financial Officer of the
Company in April 2008. He acted as the Company Secretary of the Company from June 2008 to April 2009. He is
also a director of Zhongyue Tinplate. Mr. Sung graduated from The University of Hong Kong and holds a Bachelor’s
degree in Business Administration. He has extensive experiences in auditing, accounting and corporate restructuring.
He is a fellow member of the Hong Kong Institute of Certified Public Accountants, the Association of Chartered
Certified Accountants in the United Kingdom, the Hong Kong Institute of Chartered Secretaries and the Institute of
Chartered Secretaries and Administrators in the United Kingdom. He is also a Chartered Financial Analyst (CFA)
charterholder, and is a member of CFA Institute in the United States and the Hong Kong Society of Financial
Analysts. Mr. Sung had worked in major multinational certified public accountants for over 10 years. He was the
assistant chief financial officer of Guangdong Investment Limited (“GDI"), a fellow subsidiary of the Company,
before joining the Company.
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Directors’ Profile (Continued)

NON-EXECUTIVE DIRECTOR

Ms. LIANG Jianqgin, aged 50, was appointed a Non-Executive Director of the Company in September 2010. She was a
Non-Executive Director of the Company from July 2002 to August 2006. Ms. Liang graduated from the department of
accountancy of Jinan University, the PRC and holds a Master’s degree in Economics. She is a fellow member of The
Association of Chartered Certified Accountants, a fellow member of Hong Kong Institute of Certified Public Accounts and
a member of The Chinese Institute of Certified Public Accountants. She possesses extensive experience in financial
management, external and internal audit as well as business management. Ms. Liang worked for Ernst and Young from
1995 to 1997 and GDI from 1997 to 2002 and was the general manager of the finance department of GDH Limited
("GDH") from 2002 to 2006. She was also appointed the general manager of finance departments of &R E /&A% E
BB A7 (formerly known as ER E/ZR B R A 7)) (Guangdong Holdings Limited) and GDH in September 2010.
Ms. Liang was appointed an executive director and chief financial officer of Guangdong Land Holdings Limited, a fellow
subsidiary of the Company, in April 2006 and served as a non-executive director from September 2010 to December
2012.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gerard Joseph McCMAHON, aged 71, was appointed an Independent Non-Executive Director of the Company
in June 1999. He was, until end of 1996, an executive director and a member of the Securities and Futures
Commission of Hong Kong (the “SFC"”), a member of the Hong Kong Takeovers and Mergers Panel and the SFC
representative on the Hong Kong Standing Committee on Company Law Reform. Mr. McMahon is also a barrister
in Hong Kong. He has been appointed non-executive director of a number of publicly listed companies in Hong
Kong, Indonesia and Australia since 1997. Currently, Mr. McMahon is the chairman of the board of directors and
audit committee of Oriental Technologies Investment Limited, a company listed on the Australian Securities
Exchange. He is also a non-executive director and the chairman of the board of directors of Indonesian Investment
Fund Limited, a company listed on the Irish Stock Exchange. Besides, he was appointed an independent non-
executive director and chairman of the board of directors of Tanami Gold NL, a company listed on the Australian
Securities Exchange. He is also a member of the audit committee, remuneration committee and nomination
committee of Tanami Gold NL.

Ms. TAM Wai Chu, Maria, GBM, GBS, J.P, LL.D (Honoris Causa), LL.B. (Hons.), Barrister-at Law, aged 69, was appointed an
Independent Non-Executive Director of the Company in June 1999. She is also non-executive director of seven other
Hong Kong listed companies, namely Wing On Company International Limited, Minmetals Land Limited, Sinopec
Kantons Holdings Limited, Tong Ren Tang Technologies Co. Ltd., Sa Sa International Holdings Limited, Nine Dragons
Paper (Holdings) Limited and Macau Legend Development Limited. Her public duties include being a member of the
HKSAR Basic Law Committee under the Standing Committee of the National People’s Congress PRC and the Hong
Kong deputy to the National People’s Congress PRC. Ms. Tam was a member of the Operations Review Committee
of the Independent Commission Against Corruption (the “ICAC") (from January 2010 to December 2014). She is
currently the chairman of the Operations Review Committee of the ICAC (from January 2015 to December 2016), a
member of Advisory Committee on Corruption of the ICAC (from January 2015 to December 2016) and a member
of the Witness Protection Review Board of the ICAC (from January 2010 to December 2016). Ms. Tam was an
independent non-executive director of Titan Petrochemicals Group Limited.

Mr. LI Kar Keung, Caspar, aged 61, was appointed an Independent Non-Executive Director of the Company in
June 1999. He is the president of a management service company. He had worked in BNP Paribas Peregrine Capital
Limited. He had also worked as an investment analyst and head of Citicorp’s equity research in Hong Kong. Mr. Li
had also held the positions of executive director and chief financial officer of certain companies listed in Hong Kong.

SENIOR MANAGEMENT

The senior management of the Group comprises the Executive Directors above, namely, Messrs. Tan Yunbiao, Li Li
and Sung Hem Kuen.
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Report of the Directors

The directors (the “Directors”) of Guangnan (Holdings) Limited (the “Company”) have pleasure in submitting their
report together with the audited financial statements of the Company and its subsidiaries (collectively the “Group”)
for the year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Company is principally engaged in investment holding. The subsidiaries of the Company are primarily engaged
in manufacturing and sales of tinplates and related products, leasing of properties, distribution and sales of fresh
and live foodstuffs and foodstuffs trading. The Group’s principal activities are mainly carried out in Hong Kong and
in Mainland China.

The analysis of the principal activities and geographical locations of the businesses of the Group during the year are
set out in note 3 to the financial statements.

RESULTS AND DIVIDENDS

The Group’s consolidated results for the year ended 31 December 2014 and the state of the Company’s and the
Group's affairs as at that date are set out in the financial statements on pages 43 to 141.

An interim dividend of HK2.0 cents (2013: HK2.0 cents) per share was paid on 28 October 2014. The Directors
recommended the payment of a final dividend of HK2.5 cents (2013: HK2.0 cents) per share for the year ended
31 December 2014.

The proposed final dividend, if approved at the 2015 Annual General Meeting of the Company (the “AGM"), is
expected to be paid on Monday, 22 June 2015 to shareholders whose names appear on the register of members of
the Company on Tuesday, 9 June 2015.

The register of members of the Company will be closed during the following periods:

(i)  from Thursday, 28 May 2015 to Monday, 1 June 2015 (both days inclusive), for the purpose of determining
shareholders’ entitlement to attend and vote at the AGM, during which period no transfers of shares will be
registered. In order to qualify for attending and voting at the AGM, all transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s Share Registrar, Computershare Hong Kong
Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong not
later than 4:30 p.m. on Wednesday, 27 May 2015.

(i)  from Friday, 5 June 2015 to Tuesday, 9 June 2015 (both days inclusive), for the purpose of determining
shareholders’ entitlement to the proposed final dividend, during which period no transfers of shares will be
registered. In order to qualify for the proposed final dividend, all transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s Share Registrar, Computershare Hong Kong
Investor Services Limited, at the address as set out in sub-paragraph (i) above not later than 4:30 p.m. on
Thursday, 4 June 2015.
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Report of the Directors (Continued)

FIXED ASSETS

Details of movements in the fixed assets of the Group and the Company during the year are set out in notes 12(a)
and 12(b) to the financial statements respectively.

PRINCIPAL SUBSIDIARIES AND ASSOCIATES

Details of the Company’s principal subsidiaries and associates as at 31 December 2014 are set out in notes 32 and
33 to the financial statements respectively.

BORROWINGS AND INTEREST CAPITALISED

Details of borrowings of the Group and the Company are set out in note 21 to the financial statements. No interest
(2013: HK$NIil) was capitalised by the Group during the year.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 23(b) to the financial statements.

RESERVES

Profit attributable to shareholders of the Company of HK$144,895,000 (2013: HK$173,880,000) has been
transferred to reserves. Movements in reserves of the Group and the Company during the year are set out in the
consolidated statement of changes in equity and note 23(a) to the financial statements respectively.

RETIREMENT BENEFITS SCHEMES

Details of the Group's retirement benefits schemes are set out in note 28 to the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the largest customer for the year ended 31 December 2014 represented 22.7% of the Group’s total sales,
and the combined total of sales to the five largest customers accounted for 42.4% of the Group’s total sales for the
year.

Purchases from the largest supplier for the year ended 31 December 2014 represented 39.5% of the Group's total

purchases (not including purchases of capital nature), and the combined total of purchases from the five largest
suppliers accounted for 73.2% of the Group's total purchases for the year.
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Report of the Directors (Continued)

MAJOR CUSTOMERS AND SUPPLIERS (Continued)

The largest customer and supplier of the Group are POSCO Co., Ltd. ("POSCO") and its subsidiaries. POSCO is a
minority shareholder of Zhongyue Posco (Qinhuangdao) Tinplate Industrial Co., Ltd., a 66% owned subsidiary of the
Group. Further details are set out in the “Transactions Disclosed in Accordance with the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited” on pages 142 and 143.

At no time during the year have the Directors, their associates or any shareholder of the Company, who to the

knowledge of the Directors, owns more than 5% of the Company’s share capital, had any interests in the major
customers and suppliers.

CHARITABLE DONATIONS

During the year, charitable donations made by the Group amounted to HK$63,000 (2013: HK$63,000).

INVESTMENT PROPERTIES

Particulars of the major investment properties of the Group are set out on page 144.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the past 5 years ended 31 December 2014 is set out
on pages 145 and 146.

DIRECTORS

The Directors during the year and up to the date of this report are:
Executive Directors

TAN Yunbiao

LI Li

LUO Jianhua (resigned on 26 March 2015)

SUNG Hem Kuen

Non-Executive Directors

LIANG Jiang (resigned on 16 July 2014)
LIANG lJiangin
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Report of the Directors (Continued)

DIRECTORS (Continued)
Independent Non-Executive Directors

Gerard Joseph McMAHON
TAM Wai Chu, Maria
LI Kar Keung, Caspar

RETIREMENT AND RE-ELECTION OF DIRECTORS

In accordance with Article 101 of the Company’s Articles of Association, Mr. Tan Yunbiao and Mr. Gerard Joseph
McMahon will retire by rotation at the AGM and, being eligible, offer themselves for re-election.

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES

As at 31 December 2014, the interests and short positions of the Directors and chief executives of the Company in
the shares, underlying shares and debentures of the Company and its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")) which were required to be (i) notified to the
Company and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which the Directors and the chief executives were taken
or deemed to have under such provisions of the SFO); (ii) entered in the register kept by the Company pursuant to
section 352 of the SFO; or (iii) notified to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) were as follows:

Interests and short positions in the Company

(A) Interests in ordinary shares

Number of Approximate

Capacity/nature ordinary Long/short percentage of

Name of Director of interests shares held position interests held
(Note)

Tan Yunbiao Personal 240,000 Long position 0.026%
Luo Jianhua Personal 200,000 Long position 0.022%
Gerard Joseph McMahon Personal 300,000 Long position 0.033%
Tam Wai Chu, Maria Personal 200,000 Long position 0.022%
Li Kar Keung, Caspar Personal 100,000 Long position 0.011%

Note: The approximate percentage of interests held was calculated on the basis of 907,293,285 ordinary shares of the Company in issue
as at 31 December 2014.
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Report of the Directors (Continued)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES
(Continued)

Interests and short positions in the Company (Continued)
(B) Interests (long positions) in options relating to ordinary shares

(i)  Share option scheme adopted on 11 June 2004 (the “2004 Share Option Scheme”)

Price of
. Price of ordinary
Number of share options Total Exercise ordinary  share at date
Date of Cancelled/ consideration period of Exercse  shareatdate  immediately
grant At Granted Exercised Lapsed At paid for  share options priceof  immediately before the
Name of of share 1 January during during during 31 December  share options (both days share  before date exercise
Director options* 2014 the year the year the year 2014 granted inclusive)** options* of grant** date**
(DD.MM.YYYY) HKS ~ (DD.MMYYYY) HKS HKS HKS
(ver share) (ver share) (ver share)
Tan Yunbiao 09.03.2006 2,000,000 - - - 2,000,000 1 09.06.2006 to 166 161 -
08.03.2016
LiKar Keung, 09.03.2006 200,000 - - - 200,000 1 09.06.2006 to 166 161 -
Caspar 08.03.2016
Notes to the above share options granted pursuant to the 2004 Share Option Scheme:
7 The vesting period of the share options is from the date of grant until the commencement of the exercise period or the grantee’s

completion of half year’s full time service with the Company or its subsidiaries, whichever is the later.

i If the last day of any of the exercise periods is not a business day in Hong Kong, the exercise period shall end at the close of business
on the last business day preceding that day.
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Report of the Directors (Continued)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES
(Continued)

Interests and short positions in the Company (Continued)
(B) Interests (long positions) in options relating to ordinary shares (Continued)

(i) Share option scheme adopted on 29 December 2008 (the “2008 Share Option Scheme”)

Price of

. Price of ordinary

Number of share options Total ordinary  share at date

Date of Cancelled/ consideration Exercse  shareatdate  immediately

grant At Granted Exercised Lapsed At paid for priceof  immediately before the

Name of of share At date 1 January during during during 31 December  share options share  before date exercise
Director options of grant 2014 the year the year the year 2014 granted options* of grant** date**
(DD.MM.YYYY) HKS HKS HKS HKS

(ver share) (ver share) (ver share)

Tan Yunbiao 05.07.2010 2,100,000 630,000 - - 210,000 420,000 - 145 144 -
LiLi 05.07.2010 1,090,000 327,000 - - 109,000 218,000 - 145 144 -
Luo Jianhua 05.07.2010 1,860,000 558,000 - - 186,000 372,000 - 145 144 -
Sung Hem Kuen ~ 05.07.2010 1,860,000 558,000 - - 186,000 372,000 - 145 144 -

Notes to the above share options granted pursuant to the 2008 Share Option Scheme:
(@)  The option period of all the share options is 5.5 years from the date of grant.
(b)  Any share option is only exercisable during the option period after it has become vested.

(c)  The normal vesting scale of the share options is as follows:

Date Percentage Vesting
The date two years after the date of grant 40%
The date three years after the date of grant 30%
The date four years after the date of grant 10%
The date five years after the date of grant 20%

(d)  The vesting of the share options is further subject to the achievement of such performance targets as determined by the board of
Directors (the “Board”) upon grant and stated in the offer of grant.
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Report of the Directors (Continued)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES
(Continued)

Interests and short positions in the Company (Continued)
(B) Interests (long positions) in options relating to ordinary shares (Continued)

(i) Share option scheme adopted on 29 December 2008 (the “2008 Share Option Scheme”) (Continued)

Notes to the above share options granted pursuant to the 2008 Share Option Scheme: (Continued)

(e)  The leaver vesting scale of the share options that would apply in the event of the grantee ceasing to be an eligible person under
certain special circumstances (less the percentage which has already vested under the normal vesting scale or lapsed) is as follows:

Date on which event occurs Percentage Vesting

On or before the date which is four months after the date of grant 0%

After the date which is four months after but before the date 10%
which is one year after the date of grant

On or after the date which is one year after but before the date 25%
which is two years after the date of grant

On or after the date which is two years after but before the date 40%
which is three years after the date of grant

On or after the date which is three years after but before the date 70%
which is four years after the date of grant

On or after the date which is four years after the date of grant 80%

The remaining 20% also vests upon passing
the overall performance appraisal for
those four years

(iii)  Notes to the reconciliation of share options outstanding during the year:

* The exercise price of the share options is subject to adjustment in the case of rights or bonus issues, or other similar changes in the
Company'’s share capital.

**  The price of the Company’s ordinary shares disclosed as “immediately before date of grant” of the share options is the closing price
on the Stock Exchange on the business day prior to which the options were granted.

The price of the Company’s ordinary shares disclosed as “immediately before the exercise date” of the share options is the weighted

average of the Stock Exchange closing prices immediately before the dates on which the options were exercised by each of the
Directors or all other participants as an aggregate whole.
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Report of the Directors (Continued)

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN SECURITIES
(Continued)

Interests and short positions in Guangdong Investment Limited

Interests in ordinary shares

Number of Approximate

Capacity/nature ordinary Long/short percentage of

Name of Director of interests shares held position interests held
(Note)

Liang Jiangin Personal 100,000 Long position 0.002%

Note: The approximate percentage of interests held was calculated on the basis of 6,240,282,571 ordinary shares of Guangdong Investment
Limited in issue as at 31 December 2014.

Interests and short positions in Guangdong Land Holdings Limited

Interests in ordinary shares

Number of Approximate

Capacity/nature ordinary Long/short percentage of

Name of Director of interests shares held position interests held
(Note)

Liang Jiangin Personal 56,222  Long position 0.003%

Note: The approximate percentage of interests held was calculated on the basis of 1,711,536,850 ordinary shares of Guangdong Land Holdings
Limited in issue as at 31 December 2014.

Save as disclosed above, as at 31 December 2014, none of the Directors or chief executives of the Company had
any interests or short positions in shares, underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which were required to be: (i) notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions
which the Directors and the chief executives were taken or deemed to have under such provisions of the SFO); (ii)
entered in the register kept by the Company pursuant to section 352 of the SFO; or (iii) notified to the Company
and the Stock Exchange pursuant to the Model Code.
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Report of the Directors (Continued)

SHARE OPTION SCHEMES OF THE COMPANY

On 11 June 2004, the Company terminated the Share Option Scheme adopted on 24 August 2001 and adopted
the 2004 Share Option Scheme.

On 29 December 2008, the Company terminated the 2004 Share Option Scheme and adopted the 2008 Share
Option Scheme. Upon termination of the 2004 Share Option Scheme, no further share options will be granted
thereunder but in all other respects, the provisions of the 2004 Share Option Scheme shall remain in force and all
existing share options which have been granted prior to such termination shall continue to be valid and exercisable
in accordance therewith.

2004 Share Option Scheme

The purpose of the 2004 Share Option Scheme is to enable the Company to have a new scheme with terms
compatible with modern practice to recruit and retain quality employees to serve the Group on a long-term basis, to
maintain good relationships with its consultants, professional advisers, suppliers of goods or services and customers
and to attract human resources that are valuable to the Group. Eligible participants of the 2004 Share Option
Scheme include the Directors (including Non-Executive Directors and Independent Non-Executive Directors),
employees or executives of the Group, consultants or advisers of the Group, suppliers of goods or services to the
Group, customers of the Group, and substantial shareholders of the Group. The 2004 Share Option Scheme unless
otherwise terminated or amended, will remain in force for 10 years from 25 June 2004.

The maximum number of shares which may be issued upon exercise of all outstanding options granted and yet to
be granted under the 2004 Share Option Scheme and any other share option schemes of the Company may not
exceed 30% of its shares in issue from time to time. The total number of shares which may be issued upon exercise
of all options to be granted under the 2004 Share Option Scheme and any other share option schemes of the
Company may not in aggregate exceed 10% of the shares of the Company in issue as at the date of adopting the
2004 Share Option Scheme, but the Company may seek approval of its shareholders in a general meeting to refresh
the 10% limit under the 2004 Share Option Scheme.

The total number of shares issued and to be issued upon exercise of the share options granted and to be granted to
each eligible participant (including both exercised and outstanding options) in any 12-month period up to the date
of grant may not exceed 1% of the shares in issue at the date of grant. Any further grant of share options in excess
of this limit is subject to shareholders’ approval in a general meeting of the Company.

The grant of share options under the 2004 Share Option Scheme may be accepted within 14 days from the date of
grant upon payment of a consideration of HK$1 by the grantee. The exercise period of the share options granted is
determinable by the Directors, commences after a certain vesting period and ends on a date which is not more than
10 years from the date of grant of the share options.
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Report of the Directors (Continued)

SHARE OPTION SCHEMES OF THE COMPANY (Continued)
2004 Share Option Scheme (Continued)

The exercise price of the share options is determinable by the Directors, but shall at least be the highest of (i) the
closing price of the Company’s shares as stated in the Stock Exchange's daily quotation sheet on the date of grant
of the share options, which must be a business day; (ii) the average closing price of the Company’s shares as stated
in the Stock Exchange's daily quotation sheet for the 5 trading days immediately preceding the date of the grant;
and (iii) the nominal value of the Company’s shares (up to 3 March 2014).

During the year, no share options lapsed, exercised or cancelled under the 2004 Share Option Scheme.

As at 31 December 2014, options were outstanding under the 2004 Share Option Scheme entitling the holders to
subscribe for 4,500,000 ordinary shares of the Company, which represented approximately 0.496% of ordinary
shares in issue at that date.

2008 Share Option Scheme

The purpose of the 2008 Share Option Scheme is to provide incentives to selected employees, officers and Directors
to contribute to the Group and to provide the Company with a flexible means of retaining, incentivising, rewarding,
remunerating, compensating and/or providing benefits to such employees, officers and Directors or to serve such
other purposes as the Board may approve from time to time. Eligible persons of the 2008 Share Option Scheme
include the employees, officers or Directors of a member of the Group. The 2008 Share Option Scheme unless
otherwise terminated or amended, will remain in force for 10 years from 29 December 2008.

The total number of ordinary shares which may be issued upon exercise of all share options to be granted under the
2008 Share Option Scheme (excluding any which have lapsed) and any other schemes of the Company must not, in
aggregate, exceed 10% of the ordinary shares of the Company in issue as at the date of the adoption of the 2008
Share Option Scheme.

The total number of ordinary shares issued and to be issued upon exercise of the share options granted and to be
granted under the 2008 Share Option Scheme to each eligible person (including both exercised and outstanding
options) in any 12-month period up to and including the date of offer of share options must not exceed 1% of the
ordinary shares in issue at such date. Any further grant of share options under the 2008 Share Option Scheme in
excess of this limit is subject to shareholders’ approval in a general meeting of the Company.
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SHARE OPTION SCHEMES OF THE COMPANY (Continued)
2008 Share Option Scheme (Continued)

Share options granted to a Director or chief executive of the Company, or any of their respective associates, under
the 2008 Share Option Scheme must be approved by the Independent Non-Executive Directors of the Company. In
addition, any share options granted to an Independent Non-Executive Director of the Company, or any of their
respective associates, which would result in the ordinary shares issued and to be issued upon exercise of all share
options already granted or to be granted under the 2008 Share Option Scheme (including options exercised,
cancelled and outstanding) to such person in the 12-month period up to and including the date of such grant (i)
representing in aggregate over 0.1% of the ordinary shares in issue; and (ii) having an aggregate value (based on
the closing price of the ordinary shares at the date of grant) in excess of HK$5 million, such grant of options by the
Board must be approved by shareholders in general meeting.

An offer of grant of a share option under the 2008 Share Option Scheme may be accepted by the grantee within
the period of the time stipulated by the Board, but no later than 14 days from the date of such offer. All share
options under the 2008 Share Option Scheme will be unvested share options upon grant which will, subject to a
grantee continuing to be an eligible person, vest with the grantee in accordance with the vesting schedules specified
in their respective offer of grant. Subject to the rules of the 2008 Share Option Scheme and the relevant offer of the
grant of a share option, a vested share option may be exercised in accordance with the terms of the rules of the
2008 Share Option Scheme at any time during the period to be determined and notified by the Board to each
grantee, which period may commence on the date which is 2 years from the date of grant of the share option but
shall end in any event not later than 10 years from the aforesaid date of grant. The exercise of any share option
under the 2008 Share Option Scheme may be subject to the achievement of performance targets which may be
determined by the Board at its absolute discretion on a case by case basis upon the grant of the relevant share
option and stated in the offer of grant of such share option.

The exercise price of the share options under the 2008 Share Option Scheme is determinable by the Board and shall
not be less than the highest of (i) the closing price of the ordinary shares as stated in the Stock Exchange’s daily
guotation sheet on the date of grant of the share options; (i) the average closing price of the Company’s ordinary
shares as stated in the Stock Exchange’s daily quotation sheets for the 5 business days immediately preceding the
date of grant of the share options; and (iii) the nominal value of the ordinary shares (up to 3 March 2014).

No dividends (including distributions made upon the liquidation of the Company) will be payable and no voting
rights will be exercisable in relation to any share option that has not been exercised.

During the year ended 31 December 2014, 1,997,000 share options lapsed, and no share options were granted,
exercised nor cancelled under the 2008 Share Option Scheme.
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SHARE OPTION SCHEMES OF THE COMPANY (Continued)
2008 Share Option Scheme (Continued)

At 31 December 2014, the Company had no outstanding share options granted on 30 December 2008 and an
outstanding of 2,134,000 share options granted on 5 July 2010 under 2008 Share Option Scheme, which
represented approximately 0.235% of ordinary shares in issue at that date. The exercise in full of the outstanding
share options would, under the present capital structure of the Company, result in the issue of 2,134,000 additional
ordinary shares and the increases of share capital of HK$3,094,300 (before issue expenses).

The total number of ordinary shares which may be issued upon exercise of share options yet to be granted under
the 2008 Share Option Scheme (and thus not including those ordinary shares for share options already granted but
yet to be exercised under the 2004 Share Option Scheme and the 2008 Share Option Scheme) was 59,750,328
which represented approximately 6.586% of the issued share capital of the Company as at the date of this report.

As at 31 December 2014, save as disclosed under “Interests (long positions) in options relating to ordinary shares”
on pages 18 to 20, certain employees and other participants of the Company had the following interests in rights to
subscribe for shares of the Company granted under the 2004 Share Option Scheme and the 2008 Share Option
Scheme. Each option gives the holder the right to subscribe for one share of the Company. Further details are set
out in note 22 to the financial statements.

(i) 2004 Share Option Scheme

Price of
. Price of ordinary
Number of share options Total Exercise ordinary  share at date
Date of Cancelled/ consideration period of Exercse  shareatdate  immediately
grant At Granted Exercised Lapsed At paid for ~ share options priccof  immediately before the
of share 1 January during during during 31 December  share options (both days share  hbefore date exercise
Category options’ 2014 the year the year the year 2014 granted inclusive)** options* of grant** date**
(DD.MM.YYYY) HKS  (DD.MMLYYYY) HK$ HKS HKS
(ver share) (ver share) (ver share)
Employees 09.03.2006 300,000 - - - 300,000 1 09.06.2006 to 166 161 -
08.03.2016
Other participants ~09.03.2006 2,000,000 - - - 2,000,000 1 09.06.2006 10 166 161 -
08.03.2016
Notes to the above share options granted pursuant to the 2004 Share Option Scheme:
# The vesting period of the share options is from the date of grant until the commencement of the exercise period or the grantee’s

completion of half year’s full time service with the Company or its subsidiaries, whichever is the later.

i If the last day of any of the exercise periods is not a business day in Hong Kong, the exercise period shall end at the close of business
on the last business day preceding that day.
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SHARE OPTION SCHEMES OF THE COMPANY (Continued)

(ii)

(iii)

2008 Share Option Scheme

Price of

. Price of ordinary

Number of share options Total ordinary  share at date

Date of Cancelled/ consideration Exercise  shareatdate  immediately

grant At Granted Exercised Lapsed At paid for priceof  immediately before the

of share At date 1 January during during during 31 December  share options share  before date exercise

Category options* of grant 2014 the year the year the year 2014 granted options* of grant** date**

(DD.MM.YYYY) HK$ HKS HKS HK$

(ver share) (ver share) (ver share)

Employees 05.07.2010 3,760,000 1,128,000 - - 376,000 752,000 - 145 144 -

Other 05.07.2010 3,100,000 930,000 - - 930,000 - - 145 144 -
participants

Notes to the 2008 Share Option Scheme are set out in the “Notes to the above share options granted pursuant
to the 2008 Share Option Scheme” in the “Directors’ Interests and Short Positions in Securities” section of this

report on pages 19 and 20.

Notes to the reconciliations of share options outstanding during the year under the 2004 Share Option Scheme
and the 2008 Share Option Scheme are set out in the “(iii) Notes to the reconciliation of share options
outstanding during the year” in the “Director’s Interests and Short Positions in Securities” section of this report

on page 20.

ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES

Except for the share options held by the Directors, at no time during the year was the Company or any of its
subsidiaries, its holding companies or a subsidiary of its holding companies a party to any arrangements to enable
the Directors to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any
other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contracts of significance to which the Company or any of its subsidiaries, its holding companies or a subsidiary
of its holding companies was a party or were parties and in which a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during the year.
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DIRECTORS’ INTERESTS IN COMPETING BUSINESSES

As at 31 December 2014, Ms. Liang Jiangin, Director, is also a general manager of the finance department of E&
B EREEABR AT (formerly known as BER /8% AR A A]) Guangdong Holdings Limited (“Guangdong
Holdings"”) and GDH Limited (“GDH"). GDH is a wholly-owned subsidiary of Guangdong Holdings. Guangdong
Holdings and its subsidiaries other than the Group (the “Guangdong Holdings Group”) have a wide range of
business interests which include leasing of properties. Both the Guangdong Holdings Group and the Group have
been engaged in the businesses of leasing of properties. However, the Directors are of the view that no direct or
indirect competition in any material respect exists between the businesses of the Guangdong Holdings Group and
those of the Group.

DIRECTORS’ SERVICE CONTRACTS

No directors proposed for re-election at the AGM has a service contract with the Company or any of its subsidiaries
that is not determinable by the employing company within one year without payment of compensation (other than
statutory compensation).

TRANSACTIONS DISCLOSED IN ACCORDANCE WITH THE RULES
GOVERNING THE LISTING OF SECURITIES ON THE STOCK EXCHANGE
OF HONG KONG LIMITED

Details of the transactions disclosed in accordance with the Listing Rules are set out on pages 142 and 143.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2014, so far as is known to any Directors or chief executives of the Company, the following
persons (other than Directors or chief executives of the Company) had, or were taken or deemed to have interests
or short positions in shares or underlying shares of the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were entered in the register kept by the
Company under Section 336 of the SFO:

Approximate

Number of ordinary  Long/short percentage of
Name of shareholder shares beneficially held position interests held
Guangdong Holdings (Note) 537,198,868 Long position 59.21%
GDH 537,198,868 Long position 59.21%

Note: The attributable interest which Guangdong Holdings has in the Company is held through its 100% direct interest in GDH.
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SUBSTANTIAL SHAREHOLDERS (Continued)

Save as disclosed above, as at 31 December 2014, the Company has not been notified by any persons (other than
Directors or chief executives of the Company) who had interests or short positions in the shares or underlying shares
of the Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were entered in the register kept by the Company under Section 336 of the SFO.

SIGNIFICANT CONTRACTS WITH CONTROLLING SHAREHOLDERS OR ITS
SUBSIDIARIES

Save as disclosed below, neither the Company nor its subsidiary had any contract of significance with GDH, the
controlling shareholder of the Company, and its subsidiary.

On 25 March 2002, Zhongyue Industry Material Limited, a wholly owned subsidiary of the Company, entered into a
loan agreement with Richway Resources Limited (“Richway”), a wholly owned subsidiary of GDH, for the provision
by Richway of a loan in the amount of RMB50,000,000. The loan is unsecured, interest- free and has no fixed term
of repayment. As at 31 December 2014, the loan has an outstanding balance of approximately HK$23,250,000.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

PUBLIC FLOAT

As at the date of this report, the Company has maintained the prescribed public float as required under the Listing
Rules, based on the information that is publicly available to the Company and within the knowledge of the
Directors.

REVIEW OF ANNUAL RESULTS

The annual results of the Group for the year ended 31 December 2014 have been reviewed by the Audit Committee
of the Company.
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AUDITORS

KPMG retire and, being eligible, offer themselves for reappointment. A resolution for the reappointment of KPMG
as auditors of the Company is to be proposed at the AGM. There was no change in auditors of the Company in any

of the preceding three years.

By order of the Board

Tan Yunbiao
Chairman

Hong Kong, 26 March 2015
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Corporate Governance Report

The Group recognizes the importance of achieving and monitoring the high standard of corporate governance
consistent with the needs and requirements of its businesses and the best interest of all of its stakeholders and is
fully committed to doing so. It is also with the objectives in mind that the Group has applied the principles on the
Corporate Governance Code (the “CG Code") contained in Appendix 14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

In the opinion of the directors of the Company (the “Directors”), the Company has complied with the code
provisions and, where appropriate, the applicable recommended best practice set out in the CG Code throughout
the year ended 31 December 2014 save for provision A.6.7 of the CG Code as a Non-Executive Director was unable
to attend the annual general meeting of the Company held on 5 June 2014 as he had other engagements.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code"”) set out in Appendix 10 of the Listing Rules as the code of conduct regarding Director’s securities
transactions. All Directors have confirmed, upon specific enquiry by the Company, that they have complied with the
required standard set out in the Model Code during the year ended 31 December 2014.

BOARD OF DIRECTORS

As at 31 December 2014, the board of Directors (the “Board”) comprised four Executive Directors, being Messrs.
Tan Yunbiao, Li Li, Luo Jianhua and Sung Hem Kuen, one Non-Executive Director, being Ms. Liang Jiangin, and three
Independent Non-Executive Directors, being Mr. Gerard Joseph McMahon, Ms. Tam Wai Chu, Maria and Mr. Li Kar
Keung, Caspar. Mr. Liang Jiang resigned as a Non-Executive Director on 16 July 2014 and Mr. Luo Jianhua resigned
as an Executive Director on 26 March 2015.

The Board is responsible for the leadership and control of the Company and oversees the Group’s businesses,
strategic decisions and performances. The management was delegated the authority and responsibility by the Board
for the day-to-day management of the Group. Major corporate matters that are specifically delegated by the Board
to the management include the preparation of interim and annual reports and announcements for approval before
publishing, execution of business strategies and initiatives adopted by the Board, implementation of adequate
systems of internal controls and risk management procedures, and compliance with relevant statutory and
regulatory requirements and rules and regulations.

The Board meets at least quarterly and on other occasions when a Board decision is required on major issues. During
the year ended 31 December 2014, the Board held four meetings.
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BOARD OF DIRECTORS (Continued)

In addition to regular board meetings, in accordance with CG Code A.2.7 of the Listing Rules, the Chairman should
at least annually hold meetings with the Non-Executive Directors (including Independent Non-Executive Directors)
without the Executive Directors present (the “Chairman and Non-Executive Directors Meeting”). During the year
ended 31 December 2014, one Chairman and Non-Executive Directors Meeting was held.

Details of Directors’ attendance at the Company’s annual general meeting and the meetings of the Board, the
Compensation Committee, the Nomination Committee, the Audit Committee and the Chairman and Non-Executive

Directors Meeting held during the year ended 31 December 2014 are set out below:

Chairman and

Annual Non-Executive
General Compensation ~ Nomination Audit Directors
Meeting Board Committee Committee Committee Meeting
Executive Directors
Tan Yunbiao " 4/4 Al 171
Li Li 171 4/4
Luo Jianhua 171 4/4
Sung Hem Kuen " 4/4
Non-Executive Directors
Liang Jiang 0N 2/2
Liang Jiangin 171 4/4 1/1
Independent Non-Executive
Directors
Gerard Joseph McMahon 171 4/4 212 Al 5/5 1/1
Tam Wai Chu, Maria n 4/4 212 n 5/5 n
Li Kar Keung, Caspar 17 4/4 2/2 17 5/5 171
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BOARD OF DIRECTORS (Continued)

For a Director to be considered independent, the Board must be satisfied that the Director does not have any direct
or indirect material relationship with the Group. In determining the independence of Directors, the Board follows
the requirements set out in the Listing Rules and considers all of the Independent Non-Executive Directors as
independent. In addition, the Company has received confirmation of independence from the three Independent
Non-Executive Directors, namely Mr. Gerard Joseph McMahon, Ms. Tam Wai Chu, Maria and Mr. Li Kar Keung,
Caspar in accordance with Rule 3.13 of the Listing Rules. The Company has assessed their independence and
concluded that all the Independent Non-Executive Directors are independent within the definition of the Listing
Rules.

The Board members do not have any financial, business, family or other material/relevant relationships with each
other. The balanced board composition also ensures that strong independence exists across the Board. The
Directors’ profile is set out on pages 12 to 13 to the annual report, which demonstrate a diversity of skills, expertise,
experience and qualifications.

CHAIRMAN, DEPUTY CHAIRMAN AND GENERAL MANAGER

The Chairman is Mr. Tan Yunbiao, the Deputy Chairman is Mr. Li Li and the General Manager was Mr. Luo Jianhua
(up to 25 March 2015). Their roles are clearly defined and segregated to ensure independence and proper checks
and balances. Mr. Tan Yunbiao as the Chairman has executive responsibilities, provides leadership to the Board and
ensures the proper and effective functioning of the Board in the discharge of its responsibilities. Mr. Li Li as the
Deputy Chairman and Mr. Luo Jianhua as the General Manager are accountable to the Board for the overall
implementation of the Company’s strategies and the co-ordination of operations in fresh and live foodstuffs
business and tinplating business respectively.

On 26 March 2015, Mr. Luo Jianhua resigned as an Executive Director and the General Manager of the Company.
Mr. Tan Yunbiao, the Chairman of the Company, took up also the duties of the General Manager temporarily.
Under the CG Code, there should be a clear division of responsibilities for the roles of chairman and chief executive
officer and these two roles should be performed by two persons (the Company regards that the term “chief
executive officer” has the same meaning as the General Manager of the Company). The Company is in the process
of identifying a suitable candidate with appropriate experience as its General Manager and will issue an
announcement with regard to the appointment of the new General Manager of the Company once it has been
decided.
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NON-EXECUTIVE DIRECTORS

All Directors, including Non-Executive Directors, appointed to fill a causal vacancy or as an addition to the existing
Board, shall hold office only until the first general meeting after his appointment and shall then be eligible for
re-election. Moreover, each Non-Executive Director of the Company will hold office for a specific term expiring on
the earlier of either (i) the conclusion of the annual general meeting of the Company in the year of the third
anniversary of the appointment or re-election of that Director or (ii) the expiration of the period within which the
annual general meeting of the Company is required to be held in the year of the third anniversary of the
appointment or re-election of that Director and in any event, subject to earlier determination in accordance with the
Articles of Association of the Company and/or applicable laws and regulations.

DIRECTORS’ INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT

On appointment to the Board, each new Director receives an induction package covering business operations, policy
and procedures of the Company as well as the general, statutory and regulatory obligations of being a Director to
ensure that he/she is sufficiently aware of his/her responsibilities under the Listing Rules and other relevant
regulatory requirements.

The Directors are regularly briefed on the amendments to or updates on the relevant laws, rules and regulations. In
addition, the Company encourages the Directors to enroll in a wide range of professional development courses and
seminars relating to the Listing Rules, Hong Kong ordinances and corporate governance practices so that they can
continuously update and further improve their relevant knowledge and skills. Some Directors attended seminars and
conferences organized by government authorities, professional bodies and industrial and commercial organizations
in relation to corporate governance, updates on laws, rules and regulations, accounting, financial, management or
other professional skill. The Company organized a seminar about comprehensive budget management in October
2014 and provides training materials to the Directors to develop and refresh their professional skill.

According to the records kept by the Company, the current Directors received trainings with an emphasis on the

roles, functions and duties of a director of a listed company in compliance with the requirement of the CG Code on
continuous professional development during the year ended 31 December 2014.
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DIRECTORS’ INDUCTION AND CONTINUOUS PROFESSIONAL
DEVELOPMENT (Continued)

Participation of Directors as at 31 December 2014 in continuous professional development during the year are as

follows:
Type of continuous professional
development
Reading
regulatory
updates or
information
Attending relevant to
training course the Company
and seminar  or its business
Tan Yunbiao
Li Li
Luo Jianhua

Sung Hem Kuen

Liang Jiangin

Gerard Joseph McMahon
Tam Wai Chu, Maria

Li Kar Keung, Caspar

S S S S S SASS
NSNS SNSS S

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy (the “Policy”) on 22 August 2013 which sets out the approach to
achieve diversity on the Board.

The Company recognizes and embraces the benefits of having a diversed Board and sees increasing diversity at
Board level as an essential element in supporting the attainment of the Company’s strategic objectives and
sustainable development.

The Company seeks to achieve Board diversity through the consideration of a number of factors, including but not
limited to gender, age, cultural and educational background, professional experience, skills, knowledge and length
of service. The Company will also take into consideration its own business model and specific needs from time to
time. All Board appointments will be based on meritocracy, and candidates will be considered against objective
criteria, having due regard to the benefits of diversity on the Board.
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BOARD DIVERSITY POLICY (Continued)

The Nomination Committee has set the measurable objectives based on five focused areas: gender, age, length of
service, professional experience and skills and knowledge for the implementation of Board diversity of the Company.
The Nomination Committee will review the Policy, as appropriate, to ensure its continued effectiveness from time to
time.

As at the date of this report, the Board comprises 7 directors. Three of them are Independent Non-Executive
Directors, thereby promoting critical review and control of the management process. The Board is also characterized

by significant diversity, whether considered in terms of gender, age, professional experience, skills and knowledge.

The Nomination Committee has reviewed the Policy and consider that the Board’'s composition has complied with
the requirement of the Policy.

CORPORATE GOVERNANCE FUNCTIONS

It is the responsibility of the Board to determine the appropriate corporate governance practices applicable to the
Company's circumstances and to ensure processes and procedures are in place to achieve the Company’s corporate
governance objectives.

The duties of the Board performing corporate governance functions under CG Code include:

1. to develop and review the Company’s policies and practices on corporate governance;

2. to review and monitor the training and continuous professional development of Directors and senior
management of the Company;

3. to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

4. to develop, review and monitor the code of conduct and compliance manual applicable to employees and
Directors of the Company; and

5. to review the Company’s compliance with the CG Code and disclosure in the Corporate Governance Report.
During the year, the Board considered the following corporate governance issues:
— revised the “Procedures for Shareholders to propose a person for election as a Director”; and

— reviewed the effectiveness of the internal controls and risk management systems of the Company through the
Internal Audit Department and the Audit Committee.
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REMUNERATION OF DIRECTORS

The Company established the Compensation Committee in 1999. Details of the authority and duties of the
Compensation Committee are available on the Company’s website.

The Compensation Committee comprises the three Independent Non-Executive Directors, Mr. Gerard Joseph
McMahon, Ms. Tam Wai Chu, Maria and Mr. Li Kar Keung, Caspar. Mr. Li Kar Keung, Caspar is the chairman of the
Compensation Committee.

The Compensation Committee shall meet at least twice a year. During the year ended 31 December 2014, the
Compensation Committee held two meetings to review the annual remuneration package and performance
bonuses for the Executive Directors and the management of the Company.

Details of the Directors’ remuneration are set out in note 7 to the financial statements.

NOMINATION OF DIRECTORS

The Company established the Nomination Committee in 2005. The Nomination Committee is responsible for
identifying suitable and qualified individuals to become Board members and make recommendation on appointment
and reappointment of Directors. The Board is responsible for considering and approving the appointment of
Directors with a view to appointing to the Board suitable individuals with the relevant expertise and experience to
enhance the constitution of a strong and diverse Board and to contribute to the functioning of the Board through
their continuous participation.

Details of the authority and duties of the Nomination Committee are available on the Company’s website.

The Nomination Committee comprises the Chairman of the Board, Mr. Tan Yunbiao and the three Independent
Non-Executive Directors, Mr. Gerard Joseph McMahon, Ms. Tam Wai Chu, Maria and Mr. Li Kar Keung, Caspar.
Mr. Tan Yunbiao is the chairman of the Nomination Committee.

The Nomination Committee shall meet at least once a year. During the year ended 31 December 2014, the

Nomination Committee met once to review the structure, size and composition of the Board and to consider,
nominate and recommend appointment and reappointment of Directors.
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AUDITORS’ REMUNERATION

The remuneration of the Company’s auditors, Messrs. KPMG, for services rendered in respect of the year ended
31 December 2014 is set out as follows:

Services rendered Fee
HK$'000

Audit of annual financial statements 3,486
Review of interim financial report 900
Agreed-upon procedures on the announcement of the quarterly results 200

for the three months ended 31 March 2014
Review of continuing connected transactions 214
4,800
AUDIT COMMITTEE

The Audit Committee of the Company was established in 1999. Details of the authority and duties of the Audit
Committee are available on the Company’s website.

The Audit Committee comprises the three Independent Non-Executive Directors, Mr. Gerard Joseph McMahon,
Ms. Tam Wai Chu, Maria and Mr. Li Kar Keung, Caspar. Mr. Gerard Joseph McMahon is the chairman of the Audit
Committee.

The Audit Committee shall meet at least four times a year. During the year ended 31 December 2014, the Audit
Committee held five meetings, inter alia, to review the 2013 annual results, the 2014 interim results and the
quarterly results of the Group. The Audit Committee focuses not only on the impact of the changes in accounting
policies and practices but also on the compliance with accounting standards, the Listing Rules and the legal
requirements in the review of the Group’s financial results. It also focuses on the Group’s systems of internal control
including the adequacy of resources, qualifications and experience of staff of the Company’s accounting and
financial reporting function, and their training programmes and budget. During the year ended 31 December 2014,
the Audit Committee met the external auditor once without the presence of the management to discuss any areas
of concerns.
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ACCOUNTABILITY AND AUDIT

The Directors have acknowledged that they are responsible for overseeing the preparation of financial statements,
which give a true and fair view of the state of affairs of the Group and of the results and cash flows in the relevant
year. The responsibilities of the external auditor to the shareholders are set out in the Independent Auditor’s Report
on pages 41 and 42. In preparing the financial statements for the year ended 31 December 2014, the Directors have
selected appropriate accounting policies, applied them consistently in accordance with the accounting principles
generally accepted in Hong Kong which are pertinent to its operations and relevant to the financial statements and,
made judgments and estimates that are prudent and reasonable, and have prepared the financial statements on a
going concern basis.

The Company aims at presenting a balanced, clear and comprehensible assessment of the Group’s performance,
position and prospects in all communications issued to shareholders, including annual and interim reports,
announcements and circulars. The annual and interim results of the Company are announced in a timely manner
within three months and two months respectively after the end of the relevant periods in accordance with the
Listing Rules. To further enhance the Company’s level of corporate governance and transparency, the Company has
announced its unaudited quarterly financial information during the financial year ended 31 December 2014.

INTERNAL CONTROLS

The Board is committed to establish and maintain a sound and effective internal control system of the Group to
protect the shareholders’ investment and to safeguard the Group’s assets and to achieve corporate objectives. Key
components of internal controls of the Group are set out below:

1. A defined organizational structure, with specified limits of authority and lines of responsibility, has been
established.

2.  Established operating policies and procedures.

3. Delegation of authority — The Directors and/or management are delegated with respective level of authority
relating to certain businesses or operational objectives. Committees (e.g. Audit, Compensation and
Nomination), of which their decision-making authority is delegated by the Board, are established where
necessary to review, approve and monitor particular aspect of operation of the Group.

4. Budgetary system — (i) Business plan and forecasts are prepared annually and subject to monthly review and
approval by the management. With annual budget and monthly rolling forecast, the management could
identify and evaluate the likelihood of the financial impact of significant business risks in the coming year and
achieve the business objectives; (ii) Budgetary system in relation to monthly recurrent and major capital
expenditure is in place. Any material variances against budgets are investigated, explained and approved by the
respective financial controller.
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INTERNAL CONTROLS (Continued)

5. Internal Audit Department — In order to further enhance the internal control of the Group, an internal audit
department was established. The internal auditor could access unrestrictedly to review all aspects of the
Group's activities and internal controls. Any serious internal control deficiencies or fraud identified would be
reported immediately to the Directors or directly to the Audit Committee.

6. Review by Audit Committee and the Board — The Directors review major business and operational activities
and financial performance of the Group.

7. Comprehensive accounting system — A reliable and comprehensive accounting system is in place for the
recording of financial information of the Group.

8.  Monthly review by the management — Key operating and financial performance of each business segment are
reviewed by the management on monthly basis. Regular meetings are held to review the business and financial
performance against forecast and business strategies to be taken.

During the year ended 31 December 2014, review on the effectiveness and efficiency of material financial,
operational and compliance controls and risk management procedures of the Group was made by the Board and
the Audit Committee. The Board is generally satisfied with the effectiveness and adequacy of the existing internal
control system of the Group. The Board acknowledges the importance of good corporate governance and will
continue its efforts on enhancing the Group’s internal controls to support further growth of the Group.

Internal control system of the Group is designed to provide reasonable (rather than absolute) assurance against
unauthorized use or disposition. It could only manage, rather than eliminate, all risks of material misstatement,
errors, loss or fraud.

COMPANY SECRETARY

The Company Secretary of the Company is Ms. Lo Wing Suet who is not an employee of the Company. She reports
to the Board and is responsible for advising the Board on governance matters. Mr. Sung Hem Kuen, the Chief
Financial Officer of the Company, is the primary contact person of the Company with Ms. Lo. For the year under
review, Ms. Lo has confirmed that she has taken no less than 15 hours of relevant professional training.
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SHAREHOLDERS’ RIGHTS
Shareholders convening an extraordinary general meeting

Pursuant to the new Companies Ordinance (Chapter 622 of the Laws of Hong Kong), shareholders of the Company
holding not less than 5% of the total voting rights of all the members having a right to vote at general meeting may
request the directors to call a general meeting of the Company. The request must state the general nature of the
business to be dealt with at the meeting and may include the text of a resolution that may properly be moved and is
intended to be moved at the meeting. The request may be sent to the Company in hard copy form or in electronic
form; and must be authenticated by the person or persons making it. Directors of the Company must call a meeting
within 21 days after the date on which they become subject to the requirement. The meeting being called must be
held on a date not more than 28 days after the date of the notice convening the meeting. If the directors fail to call
the meeting, the shareholders who requested the meeting, or any of them representing more than one half of the
total voting rights of all of them, may themselves call a general meeting. The meeting must be called for a date not
more than 3 months after the date on which the directors become subject to the requirement to call a meeting.

Shareholders’ enquiries and proposals

Shareholders should direct their enquiries about their shareholdings to the Company’s Share Registrar,
Computershare Hong Kong Investor Services Limited, at 17M Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong, or call its hotline at (852) 2862 8555.

About matters other than shares and dividends, the Chief Financial Officer or the Company Secretary of the
Company are designated to respond to enquiries and proposals from the shareholders as well as the public. Enquires
and proposals can be made by mail or by phone. The contact details of the Company are set out in the “Contact
Us"” section of the Company’s website at www.gdguangnan.com. In addition, the Company is committed to
maximizing the use of its website as a channel to provide updated information in a timely manner and to strengthen
the communications with both the shareholders and the public. The Company has formulated the “Shareholders
Communication Policy” which enables shareholders to exercise their rights in an informed manner.

CONSTITUTIONAL DOCUMENTS

During the year, there is no change in the Company’s constitutional documents. An up-to-date consolidated version
of the Company’s Memorandum and Articles of Association is available on the websites of the Company and the
Stock Exchange.
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Independent Auditor’s Report

bcbnac

Independent auditor’s report to the shareholders of Guangnan (Holdings) Limited
(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial statements of Guangnan (Holdings) Limited (the “Company”) and its
subsidiaries (together the “Group”) set out on pages 43 to 141, which comprise the consolidated and Company
balance sheets as at 31 December 2014, the consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated cash flow statement
for the year then ended and a summary of significant accounting policies and other explanatory information.

DIRECTORS’ RESPONSIBILITY FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

AUDITOR'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. This report
is made solely to you, as a body, in accordance with section 80 of Schedule 11 to the new Hong Kong Companies
Ordinance (Cap. 622), and for no other purpose. We do not assume responsibility towards or accept liability to any
other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

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.
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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 2014 and of the Group’s profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting Standards and have been properly prepared in accordance with the
Hong Kong Companies Ordinance.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

26 March 2015
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Consolidated Income Statement

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013

Note $'000 $'000
Turnover 3 3,412,505 3,493,934
Cost of sales (3,085,522) (3,172,469)
Gross profit 326,983 321,465
Other revenue 4 35,897 18,861
Other net (loss)/income 4 (13,576) 33,942
Distribution costs (81,854) (74,967)
Administrative expenses (107,707) (112,365)
Other operating expenses (488) (679)
Profit from operations 159,255 186,257
Net valuation gains on investment properties 37,910 45,846
Finance costs 5@) (9,569) (5,952)
Share of profits less losses of associates (5,483) (4,572)
Profit before taxation 5 182,113 221,579
Income tax 6(a) (29,137) (34,141)
Profit for the year 152,976 187,438
Attributable to:
Equity shareholders of the Company 144,895 173,880
Non-controlling interests 8,081 13,558
Profit for the year 152,976 187,438
Earnings per share 11
Basic 16.0 cents 19.2 cents
Diluted 16.0 cents 19.2 cents

The notes on pages 52 to 141 form part of these financial statements. Details of dividends payable to equity
shareholders of the Company attributable to the profit for the year are set out in note 10(a).
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Consolidated Statement of Comprehensive Income

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
$'000 $'000
Profit for the year 152,976 187,438
Other comprehensive income for the year (after taxation):
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translation of financial statements of subsidiaries
and associates outside Hong Kong (5,994) 52,358
Total comprehensive income for the year 146,982 239,796
Attributable to:
Equity shareholders of the Company 139,440 221,583
Non-controlling interests 7,542 18,213
Total comprehensive income for the year 146,982 239,796

The notes on pages 52 to 141 form part of these financial statements.
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Consolidated Balance Sheet

at 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
Note $'000 $'000

Non-current assets

Fixed assets

— Investment properties 382,478 381,147
— Other property, plant and equipment 752,059 721,938
— Interests in leasehold land held for own use under operating leases 126,308 118,224
12(a) 1,260,845 1,221,309
Interest in associates 14 288,715 296,205
Deposits and prepayments 18 41,019 13,354
Deferred tax assets 16(b) 1,831 4,943

1,592,410 1,535,811

Current assets

Inventories 17 419,301 418,106
Trade and other receivables, deposits and prepayments 18 592,037 682,568
Current tax recoverable 16(a) 4,258 517
Cash and cash equivalents 19 1,070,798 668,972

2,086,394 1,770,163

Current liabilities

Trade and other payables 20 357,889 472,835
Bank loans 21(@) 149,344 172,523
Loans from a related company 21(b) 79,560 79,560
Current tax payable 16(a) 39,270 33,900

626,063 758,818
Net current assets 1,460,331 1,011,345
Total assets less current liabilities 3,052,741 2,547,156
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Consolidated Balance Sheet (Continued)

at 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
Note $'000 $'000
Non-current liabilities
Bank loans 21() 400,000 =
Deferred tax liabilities 16(b) 45,301 44,710
_________________________________________________________________________________________________ L e
NET ASSETS 2,607,440 2,502,446
CAPITAL AND RESERVES
Share capital: nominal value - 453,647
Other statutory capital reserves - 5,419
Share capital and other statutory capital reserves 23(b) 459,066 459,066
Other reserves 1,951,182 1,848,598
Total equity attributable to equity shareholders of the Company 2,410,248 2,307,664
Non-controlling interests 197,192 194,782
TOTAL EQUITY 2,607,440 2,502,446
Approved and authorised for issue by the board of directors on 26 March 2015.
TAN Yunbiao SUNG Hem Kuen

Director Director

The notes on pages 52 to 141 form part of these financial statements.
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Balance Sheet

at 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
Note $'000 $'000
Non-current assets
Fixed assets
— Investment properties 216,300 180,000
— Other property, plant and equipment 288 399
12(b) 216,588 180,399
Interest in subsidiaries 13 316,161 625,170
Interest in an associate 14 164,278 164,278
697,027 969,847
Current assets
Trade and other receivables, deposits and prepayments 18 354,587 22,459
Cash and cash equivalents 19 975 2,885
355,562 25,344
Current liabilities
Trade and other payables 20 11,843 13,142
Net current assets 343,719 12,202
NET ASSETS 1,040,746 982,049
CAPITAL AND RESERVES 23(a)
Share capital: nominal value - 453,647
Other statutory capital reserves - 5,419
Share capital and other statutory capital reserves 23(b) 459,066 459,066
Other reserves 581,680 522,983
TOTAL EQUITY 1,040,746 982,049

Approved and authorised for issue by the board of directors on 26 March 2015.

TAN Yunbiao
Director

The notes on pages 52 to 141 form part of these financial statements.

SUNG Hem Kuen

Director

ANNUAL REPORT 2014 GUANGNAN (HOLDINGS) LIMITED 47



Consolidated Statement of Changes in Equity

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

Attributable to equity shareholders of the Company

Capital
reserve- Special Non-
Share Share share  Exchange capital Other  Retained controlling Total
capital premium  options  reserve  reserve  reserves profits Total interests equity

Note $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Balance at 1 January 2013 453,647 5419 4227 307,578 107,440 50306 1,190,651 2,119,268 178,039 2,297,307

Changes in equity for 2013:

Profit for the year - - - - - - 173880 173,880 13558 187,438
Other comprehensive income - - - 47,703 - - - 47,103 4,655 52,358
Total comprehensive income = = = 47,703 = - 173880 221,583 18213 239,796
Transfer to statutory reserves - - - - - 11,255 (11,255 - - -
Share-based payment expenses

for the year - - (1432) - - - - (1,432) - (1,432)
Share options lapsed during

the year - - (58) - - - 58 - - -
Dividends declared to minority

shareholders - - - - - - - - (1,470) (1,470)
Dividends approved in respect

of the previous year 10(b) - - - - - - (13,609)  (13,609) - (13,609
Dividends declared in respect

of the current year 10(a) - - - - - - (18,146)  (18,146) - (18,146)

Balance at 31 December 2013
and at 1 January 2014 453,647 5419 2,737 355281 107,440 61,561 1,321,579 2,307,664 194,782 2,502,446

Changes in equity for 2014:

Profit for the year - - - - - - 144895 144,895 8,081 152,976
Other comprehensive income - - - (5,455) - - - (5,455) (539) (5,994)
Total comprehensive income - - - (5,455) - - 144895 139,440 7542 146,982
Transfer to statutory reserves - - - - - 3,944 (3,944) - - -
Share-based payment expenses

for the year - - (564) - - - - (564) - (564)
Dividends declared to minority

shareholders - - - - - - - - (5,132) (5,132)
Dividends approved in respect

of the previous year 10(b) - - - - - - (18,146)  (18,146) - (18,146)
Dividends declared in respect

of the current year 10(a) - - - - - - (18,146)  (18,146) - (18,146)
Transition to no-par value regime

on 3 March 2014 23(b) 5419 (5,419) - - - - - - - -
Balance at 31 December 2014 459,066 - 2173 349,826 107,440 65,505 1,426,238 2,410,248 197,192 2,607,440

The notes on pages 52 to 141 form part of these financial statements.
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Consolidated Cash Flow Statement

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

ANNUAL REPORT 2014 GUANGNAN (HOLDINGS) LIMITED

2014 2013
Note $'000 $'000 $000 $'000
Operating activities
Profit before taxation 182,113 221,579
Adjustments for:
Finance costs 5(@) 9,569 5,952
Interest income 4 (31,958) (16,322)
Net valuation gains on investment properties 12(a) (37,910) (45,846)
Net loss on disposal of fixed assets 4 818 822
Impairment loss on trade receivables 5() 37 -
Depreciation 12(a) 93,484 89,834
Amortisation of land lease premium 12(a) 3,846 3,553
Share of profits less losses of associates 5,483 4,572
Foreign exchange loss/(gain) 2,517 (19,174)
Net losses/(gains) on forward foreign
exchange contracts 4 4,785 (1,529)
Equity-settled share-based payment expenses 5(b) (564) (1,432)
Loss on deemed acquisition of interest in
an associate 4 946 -
Gain on deemed disposal of interest in
an associate 4 - (5,086)
Operating profit before changes
in working capital 233,166 236,923
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Consolidated Cash Flow Statement (Continued)

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
Note $'000 $'000 $'000 $'000

Operating profit before changes in working

capital 233,166 236,923
(Increase)/decrease in inventories (2,598) 32,884
Decrease/(increase) in trade and other receivables,

deposits and prepayments 87,023 (50,135)
Decrease in amounts due from a related company 5,851 15,003
(Decrease)/increase in trade and other payables (44,478) 19,150
Increase in amounts due to a related company 311,120 265,918
Increase in amounts due to associates 1,138 189
Cash generated from operations 591,222 519,932
Interest received 31,819 16,566
Interest paid (10,203) (6,199)
Hong Kong Profits Tax paid (12,066) (12,859)
PRC income tax paid (15,134) (14,099)
Net cash generated from operating activities 585,638 503,341
Investing activities
Payment for the purchase of fixed assets (123,425) (58,360)
Proceeds from disposal of fixed assets 241 144
New loan to an associate (7,134) -
Net cash used in investing activities (130,318) (58,216)
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Consolidated Cash Flow Statement (Continued)

for the year ended 31 December 2014
(Expressed in Hong Kong dollars)

2014 2013
Note $'000 $'000 $'000 $'000

Financing activities
Dividends paid to equity shareholders of

the Company (36,292) (31,755)
Dividends paid to minority shareholders (5,132) (2,940)
Proceeds from bank loans 411,800 43,193
Repayment of bank loans (422,300) (266,001)
Net cash used in financing activities (51,924) (257,503)
Increase in cash and cash equivalents 403,396 187,622
Cash and cash equivalents at 1 January 668,972 471,217
Effect of foreign exchange rate changes (1,570) 10,133
Cash and cash equivalents at 31 December 19 1,070,798 668,972

The notes on pages 52 to 141 form part of these financial statements.
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Notes to the Financial Statements

(Expressed in Hong Kong dollars unless otherwise indicated)

1.

52

SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs"), which collective term includes all applicable individual Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards (“HKASs") and Interpretations issued by
the Hong Kong Institute of Certified Public Accountants (“HKICPA") and accounting principles generally
accepted in Hong Kong. These financial statements also comply with the applicable requirements of the
Hong Kong Companies Ordinance, which for this financial year and the comparative period continue to
be those of the predecessor Hong Kong Companies Ordinance (Cap. 32), in accordance with the
transitional and saving arrangements for Part 9 of the new Hong Kong Companies Ordinance (Cap. 622),
“Accounts and Audit”, which are set out in sections 76 to 87 of Schedule 11 to that Ordinance. These
financial statements also comply with the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”). A summary of the
significant accounting policies adopted by the Group is set out below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or available for early
adoption for the current accounting period of the Group and the Company. Note 1(c) provides
information on any changes in accounting policies resulting from initial application of these developments
to the extent that they are relevant to the Group for the current and prior accounting periods reflected in
these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2014 comprise the Company and
its subsidiaries (together referred to as the “Group”) and the Group’s interest in associates.

The measurement basis used in the preparation of the financial statements is the historical cost basis
except that the following assets and liabilities are stated at their fair values as explained in the accounting
policies set out below:

— derivative financial instruments (see note 1(h)); and

— investment properties (see note 1(i)).
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(b) Basis of preparation of the financial statements (Continued)

(9]

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future

periods.

Judgements made by management in the application of HKFRSs that have significant effect on the
financial statements and major sources of estimation uncertainty are discussed in note 2.

Changes in accounting policies

The HKICPA has issued the following amendments to HKFRSs and one new Interpretation that are first
effective for the current accounting period of the Group and the Company:

— Amendments to HKFRS 10, HKFRS 12 and HKAS 27, Investment entities

— Amendments to HKAS 32, Offsetting financial assets and financial liabilities

— Amendments to HKAS 36, Recoverable amount disclosures for non-financial assets

— Amendments to HKAS 39, Novation of derivatives and continuation of hedge accounting
— HK(IFRIC) 21, Levies

These developments have had no material impact on the Group’s financial statements.

The Group has not applied any new standard or interpretation that is not yet effective for the current
accounting period.
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

54

(d) Subsidiaries and non-controlling interests

Subsidiaries are entities 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. When assessing whether the Group has power, only substantive rights
(held by the Group and other parties) are considered.

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

Non-controlling interests represent the equity in a subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not agreed any additional terms with the holders of
those interests which would result in the Group as a whole having a contractual obligation in respect of
those interests that meets the definition of a financial liability. For each business combination, the Group
can elect to measure any non-controlling interests either at fair value or at the non-controlling interests’
proportionate share of the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the consolidated balance sheet within equity, separately from
equity attributable to the equity shareholders of the Company. Non-controlling interests in the results of
the Group are presented on the face of the consolidated income statement and the consolidated
statement of comprehensive income as an allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and the equity shareholders of the Company.

Loans from holders of non-controlling interests and other contractual obligations towards these holders
are presented as financial liabilities in accordance with notes 1(o) or 1(p) depending on the nature of the
liability.

Changes in the Group's interest in a subsidiary that do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made to the amounts of controlling and non-controlling
interests within consolidated equity to reflect the change in relative interests, but no adjustments are
made to goodwill and no gain or loss is recognised.
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(d) Subsidiaries and non-controlling interests (Continued)

(e)

When the Group loses control of a subsidiary, it is accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised in profit or loss. Any interest retained in that
former subsidiary at the date when control is lost is recognised at fair value and this amount is regarded
as the fair value on initial recognition of a financial asset (see note 1(g)) or, when appropriate, the cost on
initial recognition of an investment in an associate (see note 1(e)) or joint venture.

In the Company’s balance sheet, an investment in a subsidiary is stated at cost less impairment losses (see
note 1(1)).

Associates

An associate is an entity in which the Group or Company has significant influence, but not control or
joint control, over its management, including participation in the financial and operating policy decisions.

An investment in an associate is accounted for in the consolidated financial statements under the equity
method. Under the equity method, the investment is initially recorded at cost, adjusted for any excess of
the Group’s share of the acquisition-date fair values of the investee’s identifiable net assets over the cost
of the investment (if any). Thereafter, the investment is adjusted for the post acquisition change in the
Group's share of the associate’s net assets and any impairment loss relating to the investment (see notes
1(f) and 1(I)). Any acquisition-date excess over cost, the Group’s share of the post acquisition, post-tax
results of the associate and any impairment losses for the year are recognised in the consolidated income
statement, whereas the Group’s share of the post acquisition post-tax items of the associate’s other
comprehensive income is recognised in the consolidated statement of comprehensive income.

When the Group's share of losses exceeds its interest in the associate, the Group's interest is reduced to
nil and recognition of further losses is discontinued except to the extent that the Group has incurred legal
or constructive obligations or made payments on behalf of the associate. For this purpose, the Group’s
interest is the carrying amount of the investment under the equity method together with the Group’s
long-term interests that in substance form part of the Group’s net investment in the associate.

Unrealised profits and losses resulting from transactions between the Group and its associate are
eliminated to the extent of the Group's interest in the associate, except where unrealised losses provide
evidence of an impairment of the asset transferred, in which case they are recognised immediately in
profit or loss.
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

56

(e) Associates (Continued)

(f)

If an investment in an associate becomes an investment in a joint venture or vice versa, the retained
interest is not remeasured. Instead, the investment continues to be accounted for under the equity
method. In all other cases, when the Group ceases to have significant influence over an associate, it is
accounted for as a disposal of the entire interest in that associate, with a resulting gain or loss being
recognised in profit or loss. Any interest retained in that former associate at the date when significant
influence is lost is recognised at fair value and this amount is regarded as the fair value on initial
recognition of a financial assets (see note 1(g)).

In the Company’s balance sheet, an investment in an associate is stated at cost less impairment losses (see
note 1(1)).

Goodwill

Goodwill represents the excess of

(i)  the aggregate of the fair value of the consideration transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the Group’s previously held equity interest in the

acquiree; over

(i)  the net fair value of the acquiree’s identifiable assets and liabilities measured as at the acquisition
date.

When (ii) is greater than (i), then this excess is recognised immediately in profit or loss as a gain on a
bargain purchase.

Goodwill is stated at cost less accumulated impairment losses. Goodwill arising on a business combination
is allocated to each cash-generating unit, or groups of cash generation units, that is expected to benefit
from the synergies of the combination and is tested annually for impairment (see note 1()).

On disposal of a cash generating unit during the year, any attributable amount of purchased goodwill is
included in the calculation of the profit or loss on disposal.
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(9)

(h)

()

Other investments in equity securities

The Group's and the Company’s policies for investments in equity securities, other than investments in
subsidiaries and associates, are as follows:

Investments in equity securities are initially stated at fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs from the transaction price and that fair value is
evidenced by a quoted price in an active market for an identical asset or liability or based on a valuation
technique that uses only data from observable markets. Cost includes attributable transaction costs,
except where indicated otherwise below. These investments are subsequently accounted for as follows,
depending on their classification:

Investments in equity securities that do not have a quoted price in an active market for an identical
instrument and whose fair value cannot otherwise be reliably measured are recognised in the balance
sheet at cost less impairment losses (see note 1(1)).

Investments are recognised/derecognised on the date the Group commits to purchase/sell the investments
or they expire.

Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At each balance sheet date, the fair
value is remeasured. The gain or loss on remeasurement to fair value is recognised immediately in profit
or loss.

Investment properties

Investment properties are land and/or buildings which are owned or held under a leasehold interest (see
note 1(k)) to earn rental income and/or for capital appreciation. These include land held for a currently
undetermined future use and property that is being constructed or developed for future use as investment

property.

Investment properties are stated at fair value, unless they are still in the course of construction or
development at the balance sheet date and their fair value cannot be reliably measured at that time. Any
gain or loss arising from a change in fair value or from the retirement or disposal of an investment
property is recognised in profit or loss. Rental income from investment properties is accounted for as
described in note 1(u)(ii).
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

58

()

()

Investment properties (Continued)

When the Group holds a property interest under an operating lease to earn rental income and/or for
capital appreciation, the interest is classified and accounted for as an investment property on a property-
by-property basis. Any such property interest which has been classified as an investment property is
accounted for as if it were held under a finance lease (see note 1(k)), and the same accounting policies
are applied to that interest as are applied to other investment properties leased under finance leases.
Lease payments are accounted for as described in note 1(k).

Other property, plant and equipment

The following items of property, plant and equipment are stated at cost less accumulated depreciation
and impairment losses (see note 1(I)(ii)):

— buildings held for own use which are situated on leasehold land classified as held under operating
leases (see note 1(k)); and

— other items of plant and equipment.

The cost of self-constructed items of property, plant and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs of dismantling and removing the items and
restoring the site on which they are located, and an appropriate proportion of production overheads and
borrowing costs (see note 1(w)).

Construction in progress is stated at cost, which comprises construction expenditure, including interest
costs on related borrowed funds, to the extent that they are regarded as an adjustment to interest costs
during the construction period, and the cost of related equipment. Capitalisation of these costs ceases
and the construction in progress is transferred to relevant categories of fixed assets when the asset is
substantially ready for its intended use, notwithstanding any delays in the issue of the relevant
commissioning certificate by the appropriate authorities. No depreciation is provided in respect of
construction in progress.

Gains or losses arising from the retirement or disposal of an item of property, plant and equipment are
determined as the difference between the net disposal proceeds and the carrying amount of the item and
are recognised in profit or loss on the date of retirement or disposal.
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

()

(k)

Other property, plant and equipment (Continued)

Depreciation is calculated to write off the cost of items of property, plant and equipment, less their
estimated residual value, if any, using the straight-line method, at the following rates per annum:

— Buildings situated on leasehold land are depreciated over the shorter of the unexpired term of lease
and their estimated useful lives, being no more than 50 years after the date of completion.

— Leasehold improvements 20% to 50% per annum
— Plant and machinery, furniture, fixtures and equipment 10% to 20% per annum
— Motor vehicles 20% per annum

Where parts of an item of property, plant and equipment have different useful lives, the cost of the item
is allocated on a reasonable basis between the parts and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any, are reviewed annually.

Leased assets

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments. Such a determination is made based on an
evaluation of the substance of the arrangement and is regardless of whether the arrangement takes the
legal form of a lease.

(i)  Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group substantially all the risks
and rewards of ownership are classified as being held under finance leases. Leases which do not
transfer substantially all the risks and rewards of ownership to the Group are classified as operating
leases, with the following exceptions:

— property held under operating leases that would otherwise meet the definition of an
investment property is classified as investment property on a property-by-property basis and, if
classified as an investment property, is accounted for as if held under a finance lease (see note
1(3i)); and
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(k) Leased assets (Continued)
(i)  Classification of assets leased to the Group (Continued)

— land held for own use under an operating lease, the fair value of which cannot be measured
separately from the fair value of a building situated thereon at the inception of the lease, is
accounted for as being held under a finance lease, unless the building is also clearly held under
an operating lease. For these purposes, the inception of the lease is the time that the lease was
first entered into by the Group, or taken over from the previous lessee.

(i) Operating lease charges

Where the Group has the use of assets held under operating leases, payments made under the
leases are charged to profit or loss in equal instalments over the accounting periods covered by the
lease term, except where an alternative basis is more representative of the pattern of benefits to be
derived from the leased asset. Lease incentives received are recognised in profit or loss as an integral
part of the aggregate net lease payments made. Contingent rentals are charged to profit or loss in
the accounting period in which they are incurred.

The cost of acquiring land held under an operating lease is amortised on a straight-line basis over
the period of the lease term except where the property is classified as an investment property (see
note 1(i)).

(I) Impairment of assets

(i) Impairment of investments in equity securities and trade and other receivables, deposits
and prepayments

Investments in equity securities and trade and other receivables, deposits and prepayments that are
stated at cost or amortised cost are reviewed at each balance sheet date to determine whether there
is objective evidence of impairment. Objective evidence of impairment includes observable data that
comes to the attention of the Group about one or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy or other financial reorganisation;
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Notes to the Financial Statements (Continued)

(Expressed in Hong Kong dollars unless otherwise indicated)

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(I) Impairment of assets (Continued)

(i)

Impairment of investments in equity securities and trade and other receivables, deposits
and prepayments (Continued)

— significant changes in the technological, market, economic or legal environment that have an
adverse effect on the debtor; and

— a significant or prolonged decline in the fair value of an investment in an equity instrument
below its cost.

If any such evidence exists, any impairment loss is determined and recognised as follows:

— For investments in associates accounted for under the equity method in the consolidated
financial statements (see note 1(e)), the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying amount in accordance with note 1()ii).
The impairment loss is reversed if there has been a favourable change in the estimates used to
determine the recoverable amount in accordance with note 1(I)(ii).

— For unquoted equity securities and trade and other receivables, deposits and prepayments
carried at cost, the impairment loss is measured as the difference between the carrying amount
of the financial asset and the estimated future cash flows, discounted at the current market
rate of return for a similar financial asset where the effect of discounting is material.
Impairment losses for equity securities carried at cost are not reversed.

—  For trade and other receivables, deposits and prepayments and other financial assets carried at
amortised cost, the impairment loss is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate (i.e. the effective interest rate computed at initial
recognition of these assets), where the effect of discounting is material. This assessment is
made collectively where these financial assets share similar risk characteristics, such as similar
past due status, and have not been individually assessed as impaired. Future cash flows for
financial assets which are assessed for impairment collectively are based on historical loss
experience for assets with credit risk characteristics similar to the collective group.

If in a subsequent period the amount of an impairment loss decreases and the decrease can be
linked objectively to an event occurring after the impairment loss was recognised, the
impairment loss is reversed through profit or loss. A reversal of an impairment loss shall not
result in the asset’s carrying amount exceeding that which would have been determined had
no impairment loss been recognised in prior years.
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(I) Impairment of assets (Continued)

(i)

(i)

Impairment of investments in equity securities and trade and other receivables, deposits
and prepayments (Continued)

Impairment losses are written off against the corresponding assets directly, except for impairment
losses recognised in respect of trade debtors and bills receivable included within trade and other
receivables, deposits and prepayments, whose recovery is considered doubtful but not remote. In
this case, the impairment losses for doubtful debts are recorded using an allowance account. When
the Group is satisfied that recovery is remote, the amount considered irrecoverable is written off
against trade debtors and bills receivable directly and any amounts held in the allowance account
relating to that debt are reversed. Subsequent recoveries of amounts previously charged to the
allowance account are reversed against the allowance account. Other changes in the allowance
account and subsequent recoveries of amounts previously written off directly are recognised in
profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at each balance sheet date to identify

indications that the following assets may be impaired or an impairment loss previously recognised

no longer exists or may have decreased:

— other property, plant and equipment;

—  pre-paid interests in leasehold land classified as being held under an operating lease; and

— investments in subsidiaries and associates in the Company’s balance sheet.

If any such indication exists, the asset’s recoverable amount is estimated.

—  Calculation of recoverable amount
The recoverable amount of an asset is the greater of its fair value less costs of disposal and
value in use. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. Where an asset does not generate cash
inflows largely independent of those from other assets, the recoverable amount is determined

for the smallest group of assets that generates cash inflows independently (i.e. a cash-
generating unit).
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(I) Impairment of assets (Continued)

(i)

Impairment of other assets (Continued)

Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs, exceeds its recoverable amount. Impairment losses
recognised in respect of cash-generating units are allocated first to reduce the carrying amount
of other assets in the unit (or group of units) on a pro rata basis, except that the carrying value
of an asset will not be reduced below its individual fair value less costs of disposal (if
measurable) or value in use (if determinable).

Reversals of impairment losses

An impairment loss is reversed if there has been a favourable change in the estimates used to
determine the recoverable amount.

A reversal of impairment losses is limited to the asset’s carrying amount that would have been
determined had no impairment loss been recognised in prior years. Reversals of impairment
losses are credited to profit or loss in the year in which the reversals are recognised.

(iii) Interim financial reporting and impairment

Under the Listing Rules, the Group is required to prepare an interim financial report in compliance

with HKAS 34, Interim financial reporting, in respect of the first six months of the financial year. At

the end of the interim period, the Group applies the same impairment testing, recognition and

reversal criteria as it would at the end of the financial year (see notes 1(I)(i) and 1(I)ii)).

Impairment losses recognised in an interim period in respect of unquoted equity securities carried at

cost are not reversed in a subsequent period. This is the case even if no loss, or a smaller loss, would

have been recognised had the impairment been assessed only at the end of the financial year to

which the interim period relates.
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(m) Inventories

(n)

(o)

(p)

Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the inventories to their present location and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the estimated
costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an expense in the
period in which the related revenue is recognised. The amount of any write-down of inventories to net
realisable value and all losses of inventories are recognised as an expense in the period the write-down or
loss occurs. The amount of any reversal of any write-down of inventories is recognised as a reduction in
the amount of inventories recognised as an expense in the period in which the reversal occurs.

Trade and other receivables, deposits and prepayments

Trade and other receivables, deposits and prepayments are initially recognised at fair value and thereafter
stated at amortised cost using the effective interest method, less allowance for impairment of doubtful
debts (see note 1(I)(i)), except where the receivables are interest-free loans made to related parties
without any fixed repayment terms or the effect of discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for impairment of doubtful debts.

Borrowings

Borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to initial
recognition, borrowings are stated at amortised cost with any difference between the amount initially
recognised and redemption value being recognised in profit or loss over the period of the borrowings,
together with any interest and fees payable, using the effective interest method.

Trade and other payables

Trade and other payables are initially recognised at fair value and are subsequently stated at amortised
cost unless the effect of discounting would be immaterial, in which case they are stated at cost.
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(q) Cash and cash equivalents

(r)

Cash and cash equivalents comprise cash at bank and in hand, demand deposits with banks and other
financial institutions, and short-term, highly liquid investments that are readily convertible into known
amounts of cash and which are subject to an insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are also included as a component of cash and cash
equivalents for the purpose of the consolidated cash flow statement.

Employee benefits

(i)

(i)

Short-term employee benefits and contributions to defined contribution retirement plans

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.

Further information on the Group’s contributions to retirement benefit schemes is set out in
note 28.

Share-based payments

The fair value of share options granted to employees is recognised as an employee cost with a
corresponding increase in a capital reserve within equity. The fair value is measured at grant date
using the binomial lattice model, taking into account the terms and conditions upon which the
options were granted. Where the employees have to meet vesting conditions before becoming
unconditionally entitled to the options, the total estimated fair value of the options is spread over
the vesting period, taking into account the probability that the options will vest.
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(r)

(s)

Employee benefits (Continued)
(i) Share-based payments (Continued)

During the vesting period, the number of share options that is expected to vest is reviewed. Any
resulting adjustment to the cumulative fair value recognised in prior years is charged/credited to the
profit or loss for the year of the review, unless the original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to the capital reserve. On vesting date, the amount
recognised as an expense is adjusted to reflect the actual number of options that vest (with a
corresponding adjustment to the capital reserve) except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the Company’s shares. The equity amount is
recognised in the capital reserve until either the option is exercised (when it is included in the
amount recognised in share capital for the shares issued) or the option expires (when it is released
directly to retained profits).

(iii) Termination benefits

Termination benefits are recognised at the earlier of when the Group can no longer withdraw the
offer of those benefits and when it recognises restructuring costs involving the payment of
termination benefits.

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and liabilities.
Current tax and movements in deferred tax assets and liabilities are recognised in profit or loss except to
the extent that they relate to items recognised in other comprehensive income or directly in equity, in
which case the relevant amounts of tax are recognised in other comprehensive income or directly in
equity, respectively.

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

Deferred tax assets and liabilities arise from deductible and taxable temporary differences respectively,
being the differences between the carrying amounts of assets and liabilities for financial reporting
purposes and their tax bases. Deferred tax assets also arise from unused tax losses and unused tax credits.
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(s) Income tax (Continued)

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

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

Where investment properties are carried at their fair value in accordance with the accounting policy set
out in note 1(i), the amount of deferred tax recognised is measured using the tax rates that would apply
on sale of those assets at their carrying value at the balance sheet date unless the property is depreciable
and is held within a business model whose objective is to consume substantially all of the economic
benefits embodied in the property over time, rather than through sale. In all other cases, the amount of
deferred tax recognised is measured based on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates enacted or substantively enacted at the
balance sheet date. Deferred tax assets and liabilities are not discounted.

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

Additional income taxes that arise from the distribution of dividends are recognised when the liability to
pay the related dividend is recognised.
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(s) Income tax (Continued)

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

— in the case of current tax assets and liabilities, the Company or the Group intends either to settle on
a net basis, or to realise the asset and settle the liability simultaneously; or

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

— the same taxable entity; or

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

(t) Financial guarantees issued, provisions and contingent liabilities
(i)  Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payment when due in accordance with the terms of a debt
instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee is initially recognised
as deferred income within trade and other payables. The fair value of financial guarantees issued at
the time of issuance is determined by reference to fees charged in an arm’s length transaction for
similar services, when such information is obtainable, or is otherwise estimated by reference to
interest rate differentials, by comparing the actual rates charged by lenders when the guarantee is
made available with the estimated rates that lenders would have charged, had the guarantees not
been available, where reliable estimates of such information can be made. Where consideration is
received or receivable for the issuance of the guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to that category of asset. Where no such
consideration is received or receivable, an immediate expense is recognised in profit or loss on initial
recognition of any deferred income.
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

(t) Financial guarantees issued, provisions and contingent liabilities
(Continued)

(i)

(i)

Financial guarantees issued (Continued)

The amount of the guarantee initially recognised as deferred income is amortised in profit or loss
over the term of the guarantee as income from financial guarantees issued. In addition, provisions
are recognised in accordance with note 1(t)(ii) if and when (i) it becomes probable that the holder of
the guarantee will call upon the Group under the guarantee, and (ii) the amount of that claim on
the Group is expected to exceed the amount currently carried in trade and other payables in respect
of that guarantee, i.e. the amount initially recognised, less accumulated amortisation.

Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the Group or the
Company has a legal or constructive obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the obligation and a reliable estimate can
be made. Where the time value of money is material, provisions are stated at the present value of
the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the
probability of outflow of economic benefits is remote. Possible obligations, whose existence will only
be confirmed by the occurrence or non-occurrence of one or more future events are also disclosed
as contingent liabilities unless the probability of outflow of economic benefits is remote.

(u) Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is probable
that the economic benefits will flow to the Group and the revenue and costs, if applicable, can be

measured reliably, revenue is recognised in profit or loss as follows:

(i)

Sale of goods
Revenue is recognised when the customer has accepted the goods and the related risks and rewards

of ownership. Revenue excludes value added tax or other sales taxes and is after deduction of any
trade discounts.
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(u) Revenue recognition (Continued)

(i)

(iii)

(iv)

(v)

(vi)

Rental income from operating leases

Rental income receivable under operating leases is recognised in profit or loss in equal instalments
over the periods covered by the lease term, except where an alternative basis is more representative
of the pattern of benefits to be derived from the use of the leased asset. Lease incentives granted
are recognised in profit or loss as an integral part of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in the accounting period in which they are earned.

Commission income
Commission income is recognised when the relevant services are rendered.
Dividends

Dividend income from unlisted investments is recognised when the shareholder’s right to receive
payment is established.

Interest income
Interest income is recognised as it accrues using the effective interest method.
Government grants

Government grants are recognised in the balance sheet initially when there is reasonable assurance
that they will be received and that the Group will comply with the conditions attached to them.
Grants that compensate the Group for expenses incurred are recognised as income in profit or loss
on a systematic basis in the same periods in which the expenses are incurred. Grants that
compensate the Group for the cost of a fixed asset are deducted from the carrying amount of the
asset and consequently are effectively recognised in profit or loss over the useful life of the asset by
way of reduced depreciation expense.
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1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(v) Translation of foreign currencies

Foreign currency transactions during the year are translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated at the
foreign exchange rates ruling at the balance sheet date. Exchange gains and losses are recognised in
profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the foreign exchange rates ruling at the transaction dates. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated using the foreign
exchange rates ruling at the dates the fair value was measured.

The results of foreign operations are translated into Hong Kong dollars at the exchange rates
approximating the foreign exchange rates ruling at the dates of the transactions. Balance sheet items are
translated into Hong Kong dollars at the closing foreign exchange rates at the balance sheet date. The
resulting exchange differences are recognised in other comprehensive income and accumulated
separately in equity in the exchange reserve.

On disposal of a foreign operation, the cumulative amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or loss when the profit or loss on disposal is
recognised.

(w) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset
which necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised
as part of the cost of that asset. Other borrowing costs are expensed in the period in which they are
incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred and activities that are
necessary to prepare the asset for its intended use or sale are in progress. Capitalisation of borrowing
costs is suspended or ceases when substantially all the activities necessary to prepare the qualifying asset
for its intended use of sale are interrupted or complete.
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(x) Related parties
(i) A person, or a close member of that person’s family, is related to the Group if that person:
(1) has control or joint control over the Group;
(2) has significant influence over the Group; or
(3) is a member of the key management personnel of the Group or the Group’s parent.
(i) An entity is related to the Group if any of the following conditions applies:

(1) The entity and the Group are members of the same Group (which means that each parent,
subsidiary and fellow subsidiary is related to the others).

(2) One entity is an associate or joint venture of the other entity (or an associate or joint venture of
a member of a Group of which the other entity is a member).

(3) Both entities are joint ventures of the same third party.

(4) One entity is a joint venture of a third entity and the other entity is an associate of the third
entity.

(5) The entity is a post-employment benefit plan for the benefit of employees of either the Group
or an entity related to the Group.

(6) The entity is controlled or jointly controlled by a person identified in note 1(x)(i).

(7) A person identified in note 1(x)(i)(1) 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.
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(y) Segment reporting

Operating segments, and the amounts of each segment item reported in the 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.

2. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

Key sources of estimation uncertainty

The methods, estimates and judgements the directors used in applying the Group’s accounting policies have a
significant impact on the Group's financial position and operation results. Some of the accounting policies
require the Group to apply estimates and judgements on matters that are inherently uncertain. The critical
accounting judgements in applying the Group’s accounting policies are described below.

(a)

(b)

Valuation of investment properties

As described in note 12, the investment properties are revalued by independent professional valuers on a
market value basis at the balance sheet date. Such valuations are based on certain assumptions, which
are subject to uncertainty and might materially differ from the actual results. Any increase or decrease in
the valuations would affect the results of the Group and the Company in future years.

Income taxes

The Group is subject to income taxes in Hong Kong and the People’s Republic of China (the “PRC").
Significant judgement may be required in determining the provision for income taxes. There may be
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. Where the final tax outcome is different from the amounts that were initially
recorded, such differences will impact the income tax and deferred tax provisions in the year in which
such determination is made.
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Key sources of estimation uncertainty (Continued)

(b)

(c)

(d)

Income taxes (Continued)

Recognition of deferred tax assets, which principally relate to tax losses, depends on the management’s
expectation of future taxable profits that will be available against which the tax losses can be utilised. In
cases where the actual future taxable profits generated are less than expected, a reversal of deferred tax
assets may arise, which will be recognised in profit or loss in the period in which such a reversal takes
place.

Impairment of assets

The Group reviews the carrying amounts of assets at each balance sheet date to determine whether there
is objective evidence of impairment. When an indication of impairment is identified, management
prepares discounted future cash flows to assess the differences between the carrying amount and value
in use or fair value less costs of disposal (if higher) and provides for any impairment losses. Any change in
the assumptions adopted in the cash flow forecasts would increase or decrease the provision for
impairment losses and affect the net asset value of the Group and the Company.

Impairment losses for bad and doubtful debts are assessed and provided for based on the management’s
regular review of ageing analyses and evaluation of collectibility. A considerable level of judgement is
exercised when assessing the credit worthiness and past collection history of each individual customer.

An increase or decrease in the above impairment loss would affect the results of the Group and the
Company in future years.

Write-down of inventories

The Group reviews the carrying amounts of inventories at each balance sheet date to determine whether
the inventories are carried at the lower of cost and net realisable value in accordance with accounting
policy as set out in note 1(m). Management estimates the net realisable value based on current market
situation and historical experience of similar inventories. Any change in the assumptions would increase
or decrease the amount of inventories written-down or the related reversals of write-downs made in prior
years and affect the Group’s net asset value.
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2. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS
(Continued)

Key sources of estimation uncertainty (Continued)

(e) Depreciation
Fixed assets, other than investment properties and construction in progress, are depreciated on a straight-
line basis over their estimated useful lives. The Group reviews annually the useful life of an asset and its

residual value, if any. The depreciation expense for future periods is adjusted if there are significant
changes from previous estimations.

3. TURNOVER AND SEGMENT REPORTING
(a) Turnover

The principal activities of the Group are the manufacturing and sales of tinplate products, property
leasing and the distribution and trading of fresh and live foodstuffs.

Turnover represents the sales value of goods, commission income earned from the distribution of fresh
and live foodstuffs and rental income from investment properties, after eliminating intra-group
transactions. The amount of each significant category of revenue recognised in turnover during the year
is as follows:

2014 2013
$'000 $'000

Sales of goods
— Tinplate products 3,074,926 3,136,356
— Fresh and live foodstuffs 218,342 232,505

3,293,268 3,368,861
Commission income from the distribution of fresh and live foodstuffs 96,951 97,870
Rental income from property leasing 22,286 27,203

3,412,505 3,493,934
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(a)

(b)

Turnover (Continued)

The Group's customer base is diversified and includes only one customer with whom transactions have
exceeded 10% of the Group’s revenue. In 2014, revenue from sales of tinplate products to this customer,
including sales to entities which are known to the Group to be under common control with this customer,
amounted to approximately $776,400,000 (2013: $858,468,000) as also disclosed in note 27(a)(i). Details
of concentrations of credit risk are set out in note 24(a).

Further details regarding the Group’s principal activities are disclosed below:
Segment reporting

The Group manages its businesses by divisions, which are organised by products and services. In a manner
consistent with the way in which information is reported internally to the Group’s most senior executive
management for the purposes of resource allocation and performance assessment, the Group has
identified the following three reportable segments. No operating segments have been aggregated to
form the following reportable segments.

— Tinplating . this segment produces and sells tinplates and related products
which are mainly used as packaging materials for food
processing manufacturers.

—  Fresh and live foodstuffs . this segment distributes, purchases and sells fresh and live
foodstuffs.
—  Property leasing . this segment leases office and industrial premises to generate

rental income.
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3. TURNOVER AND SEGMENT REPORTING (Continued)

(b) Segment reporting (Continued)

(i)

Segment results, assets and liabilities

For the purposes of assessing segment performance and allocating resources between segments,
the Group's senior executive management monitors the results, assets and liabilities attributable to
each reportable segment on the following bases:

— Segment profit includes revenue and expenses that are allocated to the reportable segments
with reference to revenue generated by those segments and the expenses incurred by those
segments or which otherwise arise from the depreciation or amortisation of assets attributable
to those segments.

— Segments assets include all tangible, intangible assets and current assets with the exception of
interest in an associate not attributable to any segment and other corporate assets. Segment
liabilities include current and non-current liabilities attributable to the business activities of the
individual segments and borrowings managed directly by the segments.

In addition, management is provided with segment information concerning revenue, profit or loss,
assets, liabilities and other information relevant to the assessment of segment performance and
allocation of resources between segments. Inter-segment sales are priced with reference to prices
charged to external parties for similar orders.
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3. TURNOVER AND SEGMENT REPORTING (Continued)
(b) Segment reporting (Continued)
(i) Segment results, assets and liabilities (Continued)

Information regarding the Group's reportable segments as provided to the Group’s most senior
executive management for the purposes of resource allocation and assessment of segment
performance for the year is set out below.

Fresh and live
Tinplating foodstuffs Property leasing Total
2014 2013 2014 2013 2014 2013 2014 2013
$'000 §'000 $'000 $'000 $'000 $'000 $'000 §'000

Revenue from external customers 3,074,926 3,136,356 315,293 330,375 22,286 27,203 3,412,505 3,493,934
Inter-segment revenue - - = = - - - _

Reportable segment revenue 3,074926 3,136,356 315293 330,375 22,286 27,203 3,412,505 3,493,934

Reportable segment profit 74,473 91,402 75,174 94,557 14,582 17,277 164,229 203,236
Reportable segment assets 2,828218 2464291 247121 241468 383,125 382,116 3,458,464 3,087,875
(including interest in associates) - - 70,000 81,750 - - 70,000 81,750

Reportable segment liabilities 997,476 722635 23,182 24755  AM1.277 44898 1,061,935 792,288

Depreciation and amortisation

for the year 96,715 92,347 328 318 176 602 97,219 93,267
Interest income 31,686 16,310 272 12 - - 31,958 16,322
Write-down of inventories 11,352 13,573 - - - - 11,352 13,573

Additions to non-current
segment assets during the year 131,388 55,649 170 61 - 577 131,558 56,287
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(Expressed in Hong Kong dollars unless otherwise indicated)

3. TURNOVER AND SEGMENT REPORTING (Continued)
(b) Segment reporting (Continued)

(i) Reconciliations of reportable segment profit or loss, assets and liabilities

2014 2013
$'000 $'000

Profit
Reportable segment profit derived from the Group’s

external customers and associates 164,229 203,236
Unallocated head office and corporate income and expenses (15,429) (17,528)
Net valuation gains on investment properties 37,910 45,846
Finance costs (9,.569) (5,952)
Share of profit/(loss) of an associate not attributable

to any segment 4,972 (4,023)
Consolidated profit before taxation 182,113 221,579
Assets
Reportable segment assets 3,458,464 3,087,875
Interest in an associate not attributable to any segment 218,715 214,455
Unallocated head office and corporate assets 1,625 3,644
Consolidated total assets 3,678,804 3,305,974
Liabilities
Reportable segment liabilities 1,061,935 792,288
Unallocated head office and corporate liabilities 9,429 11,240
Consolidated total liabilities 1,071,364 803,528
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3. TURNOVER AND SEGMENT REPORTING (Continued)

80

(b) Segment reporting (Continued)

(iii) Geographic information

The following table sets out information about the geographical location of (i) the Group’s revenue
from external customers and (ii) the Group's fixed assets, deposits and prepayments (non-current
portion) and interest in associates (“specified non-current assets”). The geographical location of
customers is based on the location at which the services were provided or the goods delivered. The
geographical location of the specified non-current assets is based on the physical location of the
asset, in the case of fixed assets, and the location of operations, in the case of deposits and
prepayments (non current portion) and interest in associates.

Revenue from Specified
external customers non-current assets
2014 2013 2014 2013
$'000 $'000 $'000 $'000
Hong Kong (place of domicile) 405,245 449,309 216,869 180,838
Mainland China 1,357,581 1,548,223 1,373,710 1,350,030
Asian countries
(excluding Mainland
China and Hong Kong) 974,982 907,895 - -
Other countries 674,697 588,507 - -
e B 2.04462> NEEEEE  1.350,030
3,412,505 3,493,934 1,590,579 1,530,868
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4. OTHER REVENUE AND NET (LOSS)/INCOME

2014 2013
$'000 $'000
Other revenue
Interest income 31,958 16,322
Subsidies received 1,114 791
Others 2,825 1,748
35,897 18,861
Other net (loss)/income
Net realised and unrealised exchange (loss)/gain (7,027) 28,149
Net (losses)/gains on forward foreign exchange contracts (4,785) 1,529
Loss on deemed acquisition of interest in an associate (note 14(b)) (946) -
Gain on deemed disposal of interest in an associate (note 14(b)) - 5,086
Net loss on disposal of fixed assets (818) (822)
(13,576) 33,942
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5. PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting):

2014 2013
Note $'000 $'000
(a) Finance costs
Interest on bank advances and other borrowings
wholly repayable within 5 years 8,168 4,514
Interest on loans from a related company 1,401 1,438
9,569 5,952
(b) Staff costs
Net contributions to defined contribution retirement plans 11,625 11,699
Equity-settled share-based payment expenses (564) (1,432)
Salaries, wages and other benefits 154,614 155,363
165,675 165,630

(c) Otheritems
Cost of inventories sold (i), 17(b) 3,064,825 3,149,006

Auditors’ remuneration 5,318 4,839
Depreciation 93,484 89,834
Amortisation of land lease premium 3,846 3,553
Impairment loss on trade receivables 18(b) 37 -
Write-down of inventories 17(b) 11,352 13,573
Operating lease charges in respect of property rentals 7,907 7,680
Rentals receivable from investment properties less direct

outgoin