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Letter from the Board
BEESRMY

On behalf of the board of directors (the “Board”) (the “Directors”)
of First Natural Foods Holdings Limited (the “Company”), | am
pleased to report on the financial results and operations of the
Company and its subsidiaries (the “Group”) for the year ended 31
December 2013.

FINANCIAL REVIEW

The Group achieved a turnover of approximately HK$544,824,000
for the year ended 31 December 2013, decreased by approximately
HK$106,738,000 or 16.4% as compared to that of last year while loss
attributable to the owners of the Company for the year ended 31
December 2013 was approximately HK$14,953,000 as compared to
a profit of approximately HK$382,858,000 in 2012. The loss was due
to the combined effects of (i) the absence of non-recurring gain on
debts discharged amounting to approximately HK$381,258,000
which was recorded in the year ended 31 December 2012; and (ii)
the decline in revenue and profit margin of food products
processing and trading business for the year ended 31 December
2013. The loss from operations for the year ended 31 December
2013 was approximately HK$14,951,000 as compared to a profit
from operations of approximately HK$19,412,000 in 2012. The
management discussion and analysis following this letter from the
Board provides a detailed review of operations of the year as well

as the business outlook of the Group.

FINAL DIVIDEND

The Board does not recommend the payment of a final dividend
for the year ended 31 December 2013 (2012: nil).

APPRECIATION

The Group is well prepared to meet the challenge ahead with our
prudent strategy as well as loyalty and professionalism of our staff. |
would like to thank the professional advisors, my fellow Directors

and our shareholders for their support during the year.

Cai Lingli
Executive Director

Hong Kong, 24 March 2014
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Management Discussion and Analysis

BEEE WD

BUSINESS REVIEW

During the year, the Group continued to engage principally in
processing and trading of frozen and functional food products
which are sold mainly to the People’s Republic of China (the
“PRC"), Hong Kong and Canada.

The Group continued to utilise the food processing facilities of the
food processing plant in Jiangmen, the PRC, which was leased
under an operating lease agreement (the “Sincere Gold
Agreement”) entered into with an independent third party. During
the year, some major countries with markets for frozen food
products continued to suffer from economic hardship and pressure
on global food trades and therefore affecting the performance of
the Group. Especially, fluctuation and continuous downward trend
in selling prices have been exerting pressure on the business
volume and gross margin of the Group. Besides, under the
challenging operating environment in 2013, allowance for trade
receivables of approximately HK$2,200,000 (2012: nil) and allowance
for inventories of approximately HK$1,846,000 (2012: nil) were made
during the year. In addition, due to keen competition from other
food processing plants, no food processing service was provided
by the Group to outside customers and no food processing income
was recorded during the year (2012: income of approximately
HK$6,810,000). Selling and distribution expenses and administrative
expenses were increased during the year 2013 as additional
resources were applied for developing the distribution networks in
the PRC and Hong Kong. These factors adversely affected the
financial results of the Group and loss of approximately
HK$14,953,000 was incurred for the year. However, it is encouraging
that the Group began its first supply of frozen food products to one
of the leading supermarket channel in Hong Kong, namely
PARKNnSHOP, during the year.
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Management Discussion and Analysis

BEEE WD

BUSINESS OUTLOOK

Food Processing and Trading Business

Looking forward, with (i) the uncertain world economy that is
anticipated to continue; (i) the keen competition from other food
traders; and (iii) the tightening standard on food safety, it is
expected that there will be pressure on the performance in terms
of both business volume and gross profit margin of the Group. To
cope with these unfavorable market situations, the Group will
continue to cautiously operate its frozen foods trading business
and will focus on developing its food distribution platform to build
up its sales network. In addition, the Group has been regularly
reviewing the Sincere Gold Agreement with the food processing
plant in Jiangmen, the PRC, in order to maintain operating
efficiency for the food processing business of the Group and will
continue to prudently implement the above strategies for the
benefit of the Group and the shareholders of the Company. It is in
the Directors’ opinion that the business with PARKnSHOP, which
began in 2013, will enhance the image and recognition of the
Group's products which will be benefited to its frozen foods

business in the long run.

Profit Sharing from Macau Gaming Business

On 19 March 2014, the Company completed the acquisition (the
“Acquisition”) of the entire issued share capital of and
shareholder’s loan to Excel Earth Limited (“Excel Earth”) and
obtained the profit guarantee given by the vendor (the “Profit
Guarantee”). The principal asset of Excel Earth is its interests under,
and entitlements to, the transfer of five percent (5%) of the
distributable profit of Hang Seng Sociedade Unipessoal Limitada,
for each twelve-month period (the “Profit Transfer”), which has
commenced on 1 January 2014. Details of the Acquisition have
been disclosed in the circular of the Company dated 8 January
2014.

By virtue of the Profit Transfer and the Profit Guarantee, it is
expected that the Group will receive a secured and guaranteed
annual income of HK$25 million on average with substantial upside
potential over a period of 16 years. The applicable guaranteed
profit share for the year ending 2014 is HK$24 million.
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Management Discussion and Analysis

BEEE WD

BUSINESS OUTLOOK (Continued)

Other potential investment opportunities

As disclosed in the announcement of the Company dated 24
February 2014, the Directors have recently been in preliminary
contacts and discussions with certain parties in relation to several
eco-tourism, entertainment and gaming businesses. The Board
does not rule out the possibility that the Company may carry out
debt and/or equity fund raising plan(s) to improve its financial
position in the event that suitable fund raising opportunities arise
and/or to satisfy the financing needs arising out of any business

development of the Group.

The Company will, as and when appropriate, comply with all
relevant requirements, and where necessary, make further
announcement(s) in accordance with the Rules Governing the
Listing of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) if any investment

opportunities or fund raising events are substantiated.

FINANCIAL REVIEW

Financial Results

For the year ended 31 December 2013, the Group recorded a
turnover of approximately HK$544,824,000, decreased by
approximately HK$106,738,000 or 16.4% with gross profit of
approximately HK$9,697,000, decreased by approximately
HK$15,807,000 or 62.0%. The decrease in turnover and gross profit
was mainly due to the decrease in sales volume and selling price to
major frozen food products market as there was weak demand in
frozen meat and poultry as well as keen competition faced. During
the year, due to keen competition from other food processing
plants, no food processing income was derived in 2013 (2012:
income of approximately HK$6,810,000). Besides, the Group made
a specific provision on certain slow-moving inventories and
allowance for inventories of approximately HK$1,846,000 was made
in 2013 (2012: nil). In addition, as at 31 December 2013, an
allowance for trade receivables of approximately HK$2,200,000 was
made for overdue receivables with aging period over 1 year. As a
result of the decrease in turnover, gross profit and absence of food
processing income together with the provision and allowance
made, the Group incurred loss from operations of approximately
HK$14,951,000 for the year ended 31 December 2013 (2012: profit
from operations of approximately HK$19,412,000).
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Management Discussion and Analysis
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FINANCIAL REVIEW (Continued)

Financial Results (Continued)

For the year ended 31 December 2012, there was an one-off
exceptional gain on debts discharged under the scheme of
arrangement amounting to approximately HK$381,258,000 with the
restructuring costs incurred for group restructuring amounting to
approximately HK$8,581,000 whilst there was no such exceptional
gain and restructuring costs in 2013. The Group's loss attributable
to owners of the Company was approximately HK$14,953,000 in
2013 (2012: profit of approximately HK$382,858,000) whereas basic
loss per share for 2013 was HK$0.04 compared to basic earnings
per share of HK$2.73 in 2012.

Notwithstanding that the independent auditor has issued a
qualified opinion on the Company’s consolidated financial
statements for the year ended 31 December 2013, the Board would
like to state that the qualified opinion is due to the corresponding
figures of gain on liabilities discharged and the loss arising in the
Group's reorganisation which was completed on 4 September
2012, and the historical figures of the subsidiaries deconsolidated
and excluded from the existing Group in the Group's
reorganisation completed on 4 September 2012. The Board
confirmed that no qualified opinion is expressed by the
independent auditor on the financial and operations of the existing

companies of the Group.

Significant Investment and Acquisition
Save for the Acquisition, the Company did not have any significant
investment, acquisition or disposal during the year that should be

notified to the shareholders of the Company.
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Management Discussion and Analysis
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FINANCIAL REVIEW (Continued)

Liquidity and Financial Resources

As at 31 December 2013, total assets of the Group were
approximately HK$183,271,000 (2012: approximately
HK$184,486,000) comprising non-current assets of approximately
HK$29,619,000 (2012: approximately HK$32,710,000) and current
assets of approximately HK$153,652,000 (2012: approximately
HK$151,776,000). In addition, the Group maintained a strong cash
balance of approximately HK$75,705,000 as at 31 December 2013
(2012: approximately HK$66,952,000). As at 31 December 2013, the
liquidity of the Group as evidenced by the current ratio (current
assets/current liabilities) was 4.07 times (2012: 6.33 times) and the
Group's gearing ratio on the basis of the Group's interest bearing
liabilities divided by total equity was nil (2012: nil) as the Group did

not have any interest bearing bank and other borrowings.

Capital structure

As at 31 December 2013, the authorised share capital of the
Company was HK$8,000,000, divided into 800,000,000 shares, of
which 400,246,274 shares with the par value of HK$0.01 were in
issue and fully paid or credited as fully paid. The Company had no

bank borrowings or other significant long term liabilities.

Risk of Foreign Exchange Fluctuation

The business transactions of the Group are mainly carried in Hong
Kong dollars and US dollars meaning that it will be subject to
reasonable exchange rate exposure. However, the Group will
closely monitor this risk exposure and would take prudent measures

as appropriate.

Contingent Liabilities
As at 31 December 2013, the Group did not have any significant
contingent liabilities (2012: nil).

Pledge of Assets
As at 31 December 2013, the Group did not have any pledge of
assets (2012: nil).
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Management Discussion and Analysis
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CHANGE IN CONTROL AND MANDATORY CASH
OFFER

On 12 September 2013, Inventive Star Limited (“Inventive Star”),
which was wholly owned by Ms. Cui Lijie, had entered into a sale
and purchase agreement with Groupwill Holdings Limited, pursuant
to which Inventive Star had agreed to acquire and Groupwill
Holdings Limited had agreed to sell 300,182,154 shares of the
Company (the “Sale Shares”), at a total consideration of
HK$300,182,154, equivalent to HK$1.00 per Sale Share. Completion
of such acquisition took place on 19 September 2013 and Inventive
Star was interested in 300,182,154 shares, representing
approximately 75.00% of the then entire issued share capital of the
Company, and accordingly, Inventive Star was required to make a
mandatory unconditional cash offer pursuant to Rule 26.1 of the
Takeovers Code for all the issued shares of the Company which
were not owned or had been agreed to be acquired by it and
parties acting in concert with it (the “Offer”). The Offer was closed
on 14 November 2013.

Having made all reasonable enquiries and to the best of the
knowledge and belief of the Company, Inventive Star held
300,182,154 shares of the Company as at 31 December 2013,
representing 75.00% of the entire issued share capital of the
Company. Accordingly, the Company is in compliance with the

public float requirement under the applicable Listing Rules.

EVENTS SUBSEQUENT TO THE FINANCIAL YEAR
ENDED 31 DECEMBER 2013

Increase in authorised share capital

The authorised share capital of the Company was increased to
HK$16,000,000 by the creation of an additional 800,000,000 ordinary
shares of HK$0.01 each in the share capital of the Company after
the ordinary resolution in relation to the increase in authorised
share capital was duly approved by the independent shareholders
of the Company on 24 January 2014.

Completion of major and connected transaction

On 19 March 2014, the Acquisition was completed and as a result,
Excel Earth had become a wholly-owned subsidiary of the
Company. The Company had issued the convertible notes in the

aggregate principal amount of HK$400 million to the vendor.

EHESBREHEREEY

R-TE—ZFhA+=-B EBALZLT2EEE
2 Inventive Star Limited ([ Inventive Star]) 1% &%
ZRAR QARG ZEE W - UL Inventive
StarAIEWEMBRAFHZERERRAFARELEEARR
7]300,182,154 i i 7 (THHE R 1D 1) - RERE
#300,182,154 7T » HHERNERIHER D EH1.00
TL e ZWEBHEERZE—=FNATNETK
i Inventive Star 2 #5 A 300,182,154 % % 10 2 1
@ AR RRER2EE TR L 75.00% -
Il + Inventive Star 78 1R 55 Y & <F BIAR BI 55 26.1 15
HENARE-BITHATHAREANCDREK
B AARARDETRMEHBHERESEL
([ZH]) - Z2HER_T—=F+—A+HEL
R o

KESREE —YaBERERBARRRMMARA
1= Inventive Star R —ZE—=F+—-_A=+—H
BB A2 F)300,182,154 A& (0 - (AR A B2 EE
BITRRAN 2 75.00% - Bt + ARBIFEBEA LT
RABET 2 ABRBRERTE °

BE-ZF-=F+-A=1+—-HLHMK
FERER
EE R A B N
R-Z—NFE-A=+MA  AREZBIBRR
HOEB B MEERA 2 BRRERE - ARA
SR TE BN HE N Z 7 16,000,000 7T + J7 R ARA
7 ) R 7K 4 3% 800,000,000 5 & AR T /L5 15 0.01 7T
ZEBIRA ©

R-T-—WF=A+NA KBEFEEETHK
Bt - EEKBEARRZE2EMBRAR - AR
B MEEITAE A RE% 400,000,000 7T 2
AR o

Annual Report 2013 11
2013 3R



Management Discussion and Analysis

BEEE WD

EVENTS SUBSEQUENT TO THE FINANCIAL YEAR
ENDED 31 DECEMBER 2013 (Continued)

Share subdivision and change in board lot size

On 19 March 2014, the Board proposed that each existing issued
and unissued share of HK$0.01 each in the share capital of the
Company be subdivided into 20 subdivided shares of HK$0.0005
each (the “Share Subdivision” and the shares of HK$0.0005 each
referred to as the “Subdivided Shares”). Upon the Share
Subdivision becoming effective, the authorised share capital of the
Company will be HK$16,000,000 divided into 32,000,000,000
Subdivided Shares, consisting of 8,004,925,480 Subdivided Shares
which will be in issue and fully paid or credited as fully paid, and
23,995,074,520 unissued Subdivided Shares, assuming that no
further shares are issued or repurchased after 19 March 2014 and

prior to the Share Subdivision becoming effective.

The Board further proposed that, subject to and upon the Share
Subdivision becoming effective, the board lot size be changed
from 5,000 shares to 10,000 Subdivided Shares.

SEGMENT INFORMATION
Details of segment information of the Group for the year ended 31
December 2013 are set out in Note 9 to the consolidated financial

statements.

EMPLOYEES AND REMUNERATION POLICIES

The total number of staff of the Group as at 31 December 2013 was
23 (2012: 24). Total staff costs, including Directors’ emoluments,
amounted to approximately HK$5,828,000 (2012: approximately
HK$2,897,000).

Remuneration packages are reviewed annually and determined by
reference to market and individual performance. In addition to
salary payments, the Group also provides other employment

benefits such as provident fund.
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Corporate Governance Report
CREABE

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard of
corporate governance within a sensible framework with an
emphasis on the principles of transparency, accountability and
independence. The Board believes that good corporate
governance is essential to the success of the Group and the

enhancement of shareholders’ value.

During the year ended 31 December 2013, the Company was in full
compliance with the Code Provisions set out in Appendix 14 of the

Listing Rules (the "CG Code"), except for the following deviation:

— Code Provision A.4.1
This requires that the non-executive directors should be
appointed for a specific term, subject to re-election. During
the year up to 21 November 2013, the Company had one
non-executive Director and three independent non-executive
Directors. All of them were not appointed for a specific term,
but subject to re-election in accordance with the Bye-laws of
the Company. All of them resigned on 21 November 2013
and all of the existing independent non-executive Directors

are appointed for a specific term.

— Code Provision A.5.6
This requires that the nomination committee should have a
policy concerning diversity of board members. During the
financial period since this code came into effect on 1
September 2013, the Company had yet to adopt the relevant
policy. However, the Board and the Nomination Committee
have adopted the board diversity policy on 24 March 2014.
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Corporate Governance Report
CREABE

CORPORATE GOVERNANCE PRACTICES (Continued)

14

Code Provision A.6.7

This stipulates that independent non-executive directors and
other non-executive directors should attend the general
meetings. Mr. Lee Wa Lun Warren as a non-executive Director
and Mr. Leung King Yue Alex as an independent non-
executive Director, both of which resigned on 21 November
2013, were unable to attend the annual general meeting and
special general meeting of the Company held on 27 June

2013 due to their other important engagements.

Code Provision E.1.2

The Chairman of the Board, who resigned on 21 November
2013, was unable to attend the annual general meeting of the
Company held on 27 June 2013 due to his other important

engagement.

Code Provision F.1.1

This requires that the company secretary should be an
employee of the Company. The Company engages an
external service provider to participate in daily operation of
the Company and provide full support to the Board. The
company secretary reports to the executive Directors of the

Company directly.

First Natural Foods Holdings Limited
E-RARRERAT*
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THE BOARD OF DIRECTORS

The Board currently comprises two executive Directors and three
independent non-executive Directors. The brief biographical details
of Board members is set out in the Biographical Details of Directors
and Senior Management on pages 24 to 25 of this annual report.
The Board has established four board committees, namely
Executive Committee, Audit Committee, Nomination Committee
and Remuneration Committee. Attendance of the board meetings,
the meetings of the board committees and the general meetings
for the year ended 31 December 2013 is given below. The
respective responsibilities of the Board and board committees are
discussed later in this annual report.

Exg
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No. of meetings attended/eligible to attend

b/ AEREEEENNG
Audit Nomination ~ Remuneration Executive
Committee Committee Committee Committee General

Meeting Meeting Meeting Meeting Meeting

Executive Directors ynEs

Ms. Cai Lingl HEENT 202
(appointed on 21 November 2013) (RoF-=F+-f-1-HEZH)

Ms. Xia Yuki Yu Xia Yuki Yu Rt T 02
(appointed on 21 November 2013) (R-F-=Ff-f=+-HEZHF)

Mr. Huang Kunyan EAAEE 35
(resigned on 21 November 2013) (R-E—=f1-f-F-HEE)

Mr. Shum Chin Tong Peter LRERE 45
(resigned on 21 November 2013) (R-F-Zf1—-A=1-H8f)

Mr. Yau Dennis Wai Tak ity 55
(resigned on 21 November 2013) (R=F-ZF1—A=1-H§H)

Non-Executive Director FHTES

Mr. Lee Wa Lun Warren FERLE 5
(resigned on 21 November 2013) (R-E—=F+-A-1—HEf)

Independent Non-Executive Directors BUFHTES

Mr. Ng Hoi Yue mETEE 22
(appointed on 21 November 2013) (R-F-z+-f=+-HEZHF)

Mr. Tso Hon Sai Bosco EEELE 12
(appointed on 21 November 2013) (R-F-=F+-f=+-HEZHF)

Mr. Lee Kwok Leung FEBRE 22
(appointed on 21 November 2013) (RoF—=F1—f=1-HEZH)

Mr. Wong Chi Keung B RAE 5
(resigned on 21 November 2013) (RoF-Z§1-A-1-H§)

Mr. Leung King Yue Alex REUEE 5
(resigned on 21 November 2013) (R-E—=F+-A-1—HEf)

Mr. Tang Chi Chung Matthew lbkibta S0

(resigned on 21 November 2013)
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THE BOARD OF DIRECTORS (Continued)

All Directors are regularly updated on governance and regulatory
matters. There is an established procedure for all Directors to
obtain independent professional advice at the expense of the

Company in discharge of their duties.

The Board held meetings from time to time whenever necessary.
Notice of at least 14 days has been given to all Directors for all
regular Board meetings and the Directors can include matters for
discussion in the agenda if necessary. Agenda and accompanying
board papers in respect of regular board meetings are sent out in
full to all Directors within reasonable time before the Board
meeting. Draft minutes of all board meetings are circulated to all
Directors for comment within a reasonable time prior to

confirmation.

Minutes of Board meetings and meetings of board committees are
kept by duly appointed secretaries of the respective meetings and
all Directors have access to board papers and related materials,
and are provided with adequate information on a timely manner,
which enable the Board to make an informed decision on matters

placed before it.

NON-EXECUTIVE DIRECTORS

The Board currently has three independent non-executive
Directors, one of the independent non-executive Directors holds
appropriate professional qualifications, or accounting or related
financial management expertise under Rule 3.10 of the Listing

Rules.

Each of the independent non-executive Directors has given the
Company an annual confirmation of independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers that all
independent non-executive Directors are independent and meet
the independence guidelines set out in Rule 3.13 of the Listing

Rules.
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CREABE

DIRECTORS’ CONTINUOUS TRAINING AND
DEVELOPMENT

Under code provision A.6.5 of the CG Code, Directors of the
Company should participate in continuous professional
development to develop and refresh their knowledge and skills.
Each newly appointed Director receives induction on the first
occasion of his or her appointment, so as to ensure that he or she
has appropriate understanding of the business and operations of
the Company and that he or she is fully aware of his or her
responsibilities and obligations under the Listing Rules and relevant
regulatory requirements. Directors are also regularly updated on
the Group's business and industry environments where appropriate
in the management’s monthly reports to the Board as well as
briefings and materials circulated to the Board before board

meeting.

During the year, all Directors have participated in continuous
professional development to develop and refresh their knowledge
and skills so as to ensure that their contribution to the Board

remains informed and relevant.

DIRECTORS’ INSURANCE

The Company has arranged appropriate insurance cover in respect

of legal actions against the Directors.

DELEGATION BY THE BOARD

The Board sets the Group's objectives and strategies and monitors
its performance. The Board also decides on matters such as annual
and interim results, major transactions, director appointments, and
dividend and accounting policies and monitors the internal controls
of the Group's business operation. The Board has delegated the
authority and responsibility of overseeing the Group's day to day

operations to management executives.

When the Board delegates aspect of its management and
administration functions to management, clear directions would be
given as to the power of management, in particular, the
circumstances where management should report back to the Board
before making decision or entering into any commitments on

behalf of the Group.

Principal functions that are specifically delegated by the Board to
the management include (i) implementation of corporate strategy
and policy initiatives; (ii) provision of management reports to the
Board in respect of Group's performance, financial position and

prospects; and (iii) day-to-day management of the Group.
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CREABE

REMUNERATION COMMITTEE

The Company has set up a Remuneration Committee to ensure that
there are formal and transparent procedures for setting policies on
the remuneration of Directors. The Remuneration Committee
currently comprises the three independent non-executive Directors,
namely Mr. Ng Hoi Yue, Mr. Tso Hon Sai Bosco and Mr. Lee Kwok
Leung (appointed on 21 November 2013). The Remuneration
Committee is chaired by Mr. Ng Hoi Yue. Mr. Wong Chi Keung, Mr.
Leung King Yue Alex and Mr. Tang Chi Chung Matthew resigned as
independent nonexecutive Directors and ceased to be members of

this committee on 21 November 2013.

During the year, one Remuneration Committee meeting was held
to review the remuneration packages of the Directors. The
Remuneration Committee ensures that no Director is involved in
deciding his own remuneration. The terms of reference of the
Remuneration Committee, a copy of which is posted on the
Company’s website, are consistent with the terms set out in the

relevant section of the CG Code.

NOMINATION COMMITTEE

The Company has set up a Nomination Committee to ensure fair
and transparent procedures for the appointment, re-election and
removal of Directors to the Board. The Nomination Committee
currently comprises three independent non-executive Directors,
namely Mr. Ng Hoi Yue, Mr. Tso Hon Sai Bosco and Mr. Lee Kwok
Leung (appointed on 21 November 2013). The Nomination
Committee is chaired by Mr. Ng Hoi Yue. Mr. Huang Kunyan, Mr.
Wong Chi Keung, Mr. Leung King Yue Alex and Mr. Tang Chi
Chung Matthew resigned as executive Director and independent
non-executive Directors and ceased to be members of this

committee on 21 November 2013.

In selecting and recommending candidates for directorship, the
Nomination Committee will consider the experience, qualification
and suitability of the candidates. The Board will approve the
recommendations based on the same criteria. During the year, one
Nomination Committee meeting was held to review the structure,
size and composition of the Board, make recommendation for
appointment of Directors and access the independence of each of
the independent non-executive Directors. The terms of reference
of the Nomination Committee, a copy of which is posted on the
Company'’s website, are consistent with the terms set out in the

relevant section of the CG Code.
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DIVERSIFICATION OF THE BOARD

The Company recognizes and embraces the benefits of having a
diverse Board, and sees diversity at Board level as an essential
element in the attainment of its strategic objectives and its
sustainable development. As such, the Board and the Nomination
Committee have adopted the Board Diversity Policy on 24 March

2014 with principles as summarized below.

The Nomination Committee of the Company reviews and assesses
the composition of the Board and makes recommendations to the
Board on appointment of new Directors. The Nomination
Committee also oversees the conduct of the annual review of the
effectiveness of the Board. In reviewing and assessing the
composition of the Board, the Nomination Committee will consider
the benefits of all aspects of diversity in order to maintain an
appropriate range and balance of talents, skills, experience and
background on the Board. In recommending candidates for
appointment to the Board, the Nomination Committee will
consider candidates on merit against objective criteria and with due
regard for the benefits of diversity on the Board, including but not
limit to gender, age, cultural and educational background,
ethnicity, professional experience, skills, knowledge, length of

service etc.

AUDIT COMMITTEE

The Audit Committee currently comprises three independent non-
executive Directors, namely Mr. Ng Hoi Yue, Mr. Tso Hon Sai Bosco
and Mr. Lee Kwok Leung (appointed on 21 November 2013). The
Audit Committee is chaired by Mr. Ng Hoi Yue. Mr. Wong Chi
Keung, Mr. Leung King Yue Alex and Mr. Tang Chi Chung Matthew
resigned as independent non-executive Directors and ceased to be

members of this committee on 21 November 2013.

The principal duties of the Audit Committee are to review and
provide supervision over the financial reporting process and
internal controls of the Group. During the year, two Audit
Committee meetings were held to review the financial reporting
matters and internal control procedures of the Group. The terms of
reference of the Audit Committee, a copy of which is posted on the
Company'’s website, are consistent with the terms set out in the

relevant section of the CG Code.
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AUDIT COMMITTEE (Continued)

The Audit Committee is responsible for making recommendation
to the Board on the appointment, re-appointment and removal of
the external auditor and oversees the objectivity and effectiveness
of the audit process in accordance with applicable standards. It also
monitors the integrity of the Company’s financial statements and
their compliance with legal requirements and the Listing Rules in

relation to financial reporting.

EXECUTIVE COMMITTEE

The Executive Committee currently comprises two executive
Directors, namely Ms. Cai Lingli and Ms. Xia Yuki Yu (appointed on
21 November 2013). The Executive Committee is chaired by Ms.
Cai Lingli. Mr. Mak Tat Ho Louis resigned as the Chief Executive
Officer and ceased to be member of this committee on 31 May
2013 while Mr. Huang Kunyan, Mr. Shum Chin Tong Peter and Mr.
Yau Dennis Wai Tak resigned as executive Directors and ceased to

be members of this committee on 21 November 2013.

The Executive Committee is vested with all the general powers of
management and control of the activities of the Company and its
subsidiaries as are vested in the Board, save and except for the
approval of the Company’s half yearly and annual reports and
accounts, matters requiring a public announcement or discloseable
or major transactions or other major disposals or acquisitions or
corporate actions outside the ordinary and usual course of business
of the Group which shall require the Board'’s approval.

The Executive Committee may exercise all such other powers and
perform all such other acts as may be exercised and performed by
the Board, save and except for those powers that may only be
exercised by the Board pursuant to the Companies Act 1981 of

Bermuda, the Listing Rules or the Company’s Bye-laws.
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CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the "Model Code”) as
set out in Appendix 10 of the Listing Rules as its code of conduct
for securities transactions by the Directors. Following a specific
enquiry, all Directors confirmed they have complied with the
standards set out in the Model Code throughout the year ended 31
December 2013.

To comply with the code provision A.6.4 of the CG Code, the
Company has also adopted the Model Code as the code of
conduct for securities transactions by relevant employees of the
Group to regulate the dealings in the securities of the Company by
certain employees of the Group who are considered to be likely in
possession of unpublished price sensitive information of the

Company.

ACCOUNTABILITY AND INTERNAL CONTROL

The Directors acknowledge their responsibility for preparing the
financial statements of the Group. As at 31 December 2013, the
Directors were not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the

Group's ability to continue as a going concern.

For the year under review, the Board considered that the Group's
internal control systems are adequate and effective and the Group
has complied with the code provisions on internal control of the CG

Code and Report except for the deviations previously disclosed.

AUDITOR’S REMUNERATION
For the year ended 31 December 2013, the independent auditor of
the Company provided audit and non-audit services to the

Company and the Group.

The auditor’'s remuneration in relation to the audit and non-audit
services for the year amounted to HK$480,000 and HK$210,000

respectively.

The statement of the auditor of the Company regarding their
reporting responsibilities on the financial statements is set out in

the Independent Auditor’s Report on pages 34 to 36.
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CREABE

COMPANY SECRETARY
The company secretary for the period from 1 January 2013 to 21
November 2013, Mr. Li Chak Hung, took no less than 15 hours of

relevant professional training.

The company secretary, Ms. Lee Yuen Ting (“Ms. Lee”), is engaged
through an external service provider. She has been the company
secretary of the Company since 21 November 2013. The company
secretary reports to the executive Directors and is responsible for
advising the Board on corporate governance matters and ensuring
that board procedures are followed and board activities are
efficiently and effectively conducted. Ms. Lee completed not less
than 15 hours of relevant professional training. Ms. Cai Lingli, an
executive Director, is the primary contact person at the Company

for Ms. Lee to contact.

SHAREHOLDERS' RIGHTS

Convening an extraordinary general meeting by
shareholders

Pursuant to bye-law 58 of the Company’s Bye-laws, any one or
more members holding at the date of deposit of the requisition not
less than one-tenth of the paid up capital of the Company carrying
the right of voting at general meetings of the Company shall at all
times have the right, by written requisition to the Board or the
Secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any
business specified in such requisition; and such meeting shall be
held within two (2) months after the deposit of such requisition. If
within twenty-one (21) days of such deposit the Board fails to
proceed to convene such meeting the requisitionist(s) himself

(themselves) may do so.

Putting Forward Proposals at General Meetings

A shareholder shall make a written requisition to the Board or the
company secretary at the Company'’s office in Hong Kong at 14/F,
Bangkok Bank Building, 490-492 Nathan Road, Yaumatei, Kowloon,
Hong Kong, specifying the shareholding information of the
shareholder, his/her contact details and the proposal he/she
intends to put forward at general meeting regarding any specified

transaction/business and its supporting documents.

As regards proposing a person for election as a director, please
refer to the procedures available on the websites of the Company

at www.equitynet.com.hk/1076 and Stock Exchange.
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SHAREHOLDERS' RIGHTS (Continued)

Making Enquiry to the Board

Shareholders may at any time send their enquiries and concerns to
the Board in writing to the company secretary at the Company'’s
office in Hong Kong at 14/F, Bangkok Bank Building, 490-492
Nathan Road, Yaumatei, Kowloon, Hong Kong.

INVESTOR RELATIONS

The Company considers that effective communication
with shareholders is essential for enhancing investor relations
and investor’s understanding of the Group's business performance
and strategies. The Company has established a range of
communication channels between itself, its shareholders and
investors, including answering questions through the annual
general meeting, the publications of annual and interim reports,
notices, announcements and circulars on the website of the
Company at www.equitynet.com.hk/1076. During the year, the
Board is not aware of any significant changes in the Company's

constitutional documents.

On behalf of the Board
Cai Lingli

Executive Director

Hong Kong, 24 March 2014
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Biographical Details of the Directors and Senior Management

EERGREEABBREFE

EXECUTIVE DIRECTORS

Ms. Cai Lingli ("Ms. Cai"), aged 32, holds a Bachelor Degree in Art
and Design and has over eight years of experience in the media
and entertainment industry. During her terms of service in a number
of film production companies in the PRC, Ms. Cai has played a part
in the role of film producer and participated in the fund-raising and
overseas distribution for a number of motion pictures, documentary
films, and commercial advertisements. Ms. Cai then joined a
gaming corporation in Macau as an executive assistant to provide
support on the overall operation and business strategies in the

gaming industry.

Ms. Xia Yuki Yu ("Ms. Xia"), aged 40, has over twelve years of
experience in the public relation and marketing industry. Since
2010, Ms. Xia has held executive positions in various enterprise

groups operating in the gaming industry.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ng Hoi Yue ("Mr. Ng"), aged 49, is an associate member of The
Institute of Chartered Accountants in England and Wales and a
fellow member of both the Hong Kong Institute of Certified Public
Accountants and the Association of Chartered Certified
Accountants. He has been practising as a certified public
accountant in Hong Kong since 1989. Mr. Ng is currently an
independent non-executive director of See Corporation Limited
(stock code: 491) and Asian Citrus Holdings Limited (stock code:
73), both are companies listed on the Stock Exchange. He was an
independent non-executive director of Landing International
Development Limited (stock code: 582), a company listed on the
Stock Exchange, for the period from 26 November 2010 to 2
October 2013.
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Biographical Details of the Directors and Senior Management

EERGREEABBREFE

Mr. Tso Hon Sai Bosco (“"Mr. Tso"), aged 49, is currently a partner
with Messrs. Tso Au Yim & Yeung, Solicitors and has been a Hong
Kong practising solicitor since 1990. Mr. Tso received his Bachelor
of Laws degree from King’s College London. He is currently an
independent non-executive director of China Fortune Investments
(Holding) Limited (stock code: 8116), a company listed on the Stock
Exchange. He was an independent non-executive director of
Goldin Financial Holdings Limited (stock code: 530) for the period
from 30 July 2003 to 15 November 2012 and an independent non-
executive director of Rising Development Holdings Limited (stock
code: 1004) for the period from 31 August 2007 to 3 August 2012,

both are companies listed on the Stock Exchange.

Mr. Lee Kwok Leung ("Mr. Lee”), aged 60, is the managing director
of Derico Financial Capital Limited and Success Talent Investments
Limited. He has years of direct investment, fund management and
banking experience. Mr. Lee holds an investment advisor status
from the Securities and Futures Commissions from 2000. He was a
non-executive director of Sinogreen Energy International Group
Limited (formerly known as Karce International Holdings Company
Limited) (stock code: 1159), a company listed on the Stock
Exchange, for the period from 20 April 2001 to 31 August 2013.

The Board members have no financial, business, family or other
material relationships with each other, senior management,
substantial shareholders (as defined in the Listing Rules) or
controlling shareholders (as defined in the Listing Rules) of the

Company.
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Report of the Directors
ESEEHRE

The Board hereby presents the annual report and the audited
consolidated financial statements of the Company for the year
ended 31 December 2013.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding.

Details of the principal activities of the principal subsidiaries of the
Company are set out in note 38 to the consolidated financial
statements.

SEGMENT INFORMATION

An analysis of the Group's turnover, revenue and segment
information for the year ended 31 December 2013 is set out in note
9 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2013 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 37 of this annual report.

The Board do not recommend the payment of a final dividend for
the year ended 31 December 2013.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 100 of this
annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group during the year are set out in note 21 to the consolidated
financial statements.

SHARE CAPITAL

Details of the movements in the share capital of the Company
during the year are set out in note 30 to the consolidated financial
statements.

RESERVES

As at 31 December 2013, the Directors were of the opinion that the
distributable reserves of the Company was approximately
HK$119,031,000.

Details of movements in the reserves of the Company and the
Group during the year are set out in note 31 to the consolidated
financial statements and in the “Consolidated Statement of
Changes in Equity” on page 41, respectively.
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Report of the Directors
ESEEHRE

SHARE OPTION SCHEME

On 27 June 2013, the then existing share option scheme of the
Company was terminated and a new share option scheme was
adopted (the “Share Option Scheme”). The purpose of the Share
Option Scheme is to enable the Group to attract, retain and
motivate talented participants, including employee, officer, agent,
consultant or representative of any member of the Group (including
any executive or non-executive director of any member of the
Group) to strive for future development and expansion of the
Group. The Share Option Scheme shall be valid and effective for a
period of ten years. The existing scheme mandate limit in respect
of granting of options to subscribe for shares of the Company
under the Share Option Scheme be refreshed and renewed
provided that the total number of shares of the Company which
may be allotted and issued pursuant to the grant or exercises of the
options under the Share Option Scheme (excluding options
previously granted, outstanding, cancelled, lapsed or exercised)
shall not exceed 10% of the shares of the Company in issue as at 27
June 2013, that is 400,246,274, shares of the Company. The total
number of the Shares issued and to be issued upon exercise of the
options granted to each Participant, together with all options
granted and to be granted to him/her under any other share option
scheme(s) of the Company, within the 12-month period
immediately preceding the proposed date of grant (including
exercised, cancelled and outstanding options) shall not exceed 1%
of the total number of the Shares in issue as at the proposed date
of grant. The subscription price will be a price determined by the
Board and at least the highest of: (a) the closing price of the shares
as stated in the Stock Exchange’s daily quotations sheets on the
date of grant of the option, which must be a business day; (b) the
average closing price of the shares as stated in the Stock
Exchange’s daily quotation sheets for the five business days
immediately preceding the date of grant of the option; and (c) the
nominal value of the shares. The total number of shares which may
be issued upon exercise of options must not exceed 30% of the
number of shares in issue from time to time. No options may be
granted if such grant would result in the 30% limit being exceeded.
No share option has been granted or exercised since the adoption

of the Share Option Scheme.

RETIREMENT BENEFIT SCHEMES
Details of the retirement benefit schemes are set out in note 20 to

the consolidated financial statements.
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Report of the Directors
ESEEHRE

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company's Bye-laws or the laws of Bermuda, being the jurisdiction
in which the Company was incorporated, which would oblige the
Company to offer new shares on a pro rata basis to the existing

shareholders.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY
Neither the Company nor any of its subsidiaries purchased, sold or

redeemed any of the Company’s listed securities during the year.

DONATIONS
No donation was made by the Group during the year ended 31
December 2013 (2012: nil).

MAJOR CUSTOMERS AND SUPPLIERS

During the year, sales to the Group’s 5 largest customers accounted
for approximately 63% of the total sales for the year and sales to
the largest customer accounted for approximately 22% of the total
sales for the year. Purchases from the Group's 5 largest suppliers
accounted for approximately 67% of the total purchases for the
year and purchases from the largest supplier accounted for

approximately 28% of the total purchases for the year.

None of the Directors, their associates, or any shareholder (which
to the knowledge of the Directors owns more than 5% of the
Company's share capital) has any interest in the Group's five largest

customers and suppliers during the year.

CONNECTED TRANSACTIONS

On 27 November 2013, the Company entered into a sale and
purchase agreement (the “Sale and Purchase Agreement”) with Ms.
Cui Limei (the "Vendor”) pursuant to which the Vendor has
conditionally agreed to sell and transfer, and the Company has
conditionally agreed to acquire and accept, the entire issued share
capital of Excel Earth and the interest-free demand loan in the
principal amount of HK$18 million owing by Excel Earth to the
Vendor as at the date of the Sale and Purchase Agreement at a
total consideration of HK$400,000,001.
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Report of the Directors
ESEEHRE

CONNECTED TRANSACTIONS (Continued)

To the best of the Directors’ knowledge, information and belief
having made all reasonable enquiries, the Vendor is the younger
sister of Ms. Cui Lijie, who is the beneficial owner of the controlling
Shareholder, Inventive Star Limited, which held 300,182,154 shares,
representing approximately 75% of the issued share capital of the
Company as at the date of the Sale and Purchase Agreement, the
Vendor is therefore a connected person of the Company under
Chapter 14A of the Listing Rules. Accordingly, the Acquisition
constituted a connected transaction for the Company and was
subject to the reporting, announcement and independent
shareholders’ approval requirements under Chapter 14A of the
Listing Rules. Details of the Acquisition have been disclosed in the

circular of the Company dated 8 January 2014.

On 19 March 2014, the Acquisition was completed and as a result,
Excel Earth had become a wholly-owned subsidiary of the
Company. The Company had issued the convertible Notes in the
aggregate principal amount of HK$400 million to the vendor.

The related party transactions during the year as disclosed in note
36 to the consolidated financial statements do not fall under the
definition of “connected transaction” or “continuing connected
transaction” in Chapter 14A of the Listing Rules. No disclosure

requirement is needed accordingly.

DIRECTORS
The Directors of the Company during the year and up to the date

of this annual report were:

Executive Directors
Ms. Cai Lingli

(appointed on 21 November 2013)
Ms. Xia Yuki Yu

(appointed on 21 November 2013)
Mr. Huang Kunyan

(resigned on 21 November 2013)
Mr. Shum Chin Tong Peter

(resigned on 21 November 2013)
Mr. Yau Dennis Wai Tak

(resigned on 21 November 2013)
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Report of the Directors
ESEEHRE

DIRECTORS (Continued)
Non-executive Director
Mr. Lee Wa Lun Warren

(resigned on 21 November 2013)

Independent Non-executive Directors
Mr. Ng Hoi Yue

(appointed on 21 November 2013)
Mr. Tso Hon Sai Bosco

(appointed on 21 November 2013)
Mr. Lee Kwok Leung

(appointed on 21 November 2013)
Mr. Wong Chi Keung

(resigned on 21 November 2013)
Mr. Leung King Yue Alex

(resigned on 21 November 2013)
Mr. Tang Chi Chung Matthew

(resigned on 21 November 2013)

Pursuant to bye-law 86(2) of the Company’s Bye-laws, Ms. Cai Lingli,
Ms. Xia Yuki Yu, Mr. Ng Hoi Yue, Mr. Tso Hon Sai Bosco and Mr.
Lee Kwok Leung shall retire from office at the forthcoming annual
general meeting and being eligible, offer themselves for re-election
as executive Directors and independent non-executive Directors

respectively.

BIOGRAPHICAL DETAILS OF THE DIRECTORS AND
SENIOR MANAGEMENT
The biographical details of the Directors and Senior Management

are set out on pages 24 to 25 of this annual report.

DIRECTORS' SERVICES CONTRACTS

No Director eligible for re-election at the forthcoming annual
general meeting has a service contract with the Group which is not
determinable by the Group within one year without payment of

compensation, other than statutory compensation.
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Report of the Directors
ESEEHRE

MANAGEMENT CONTRACTS

According to the available information, the Board is not aware of
any contract during the year entered into with the management
and administration of the whole or any substantial part of the

business of the Company.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

To the best knowledge of the Directors, none of the Directors has

any interest in competing business to the Group during the year.

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

As at 31 December 2013, none of the Directors is a director or
employee of a company which has an interest or short position in
the shares and underlying shares of the Company which would fall
to be disclosed to the Company under the provision of Divisions 2
and 3 Part XV of the Securities and Futures Ordinance (“SFO") and
none of the Directors, the chief executive of the Company nor their
associates (as defined in the Listing Rules) had any other interests
or short positions in the shares of the Company, underlying shares
and debentures of the Company or any associated corporations
(within the meaning of Part XV of the SFO) which (a) were required
to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short
positions which any such Director or the chief executive of the
Company is taken or deemed to have under such provisions of the
SFO); or (b) were required to be entered into the register
maintained by the Company, pursuant to Section 352 of the SFO;
or (c) were required to be notified to the Company or the Stock
Exchange, pursuant to the Model Code for Securities Transaction

by Directors of Listed Companies contained in the Listing Rules.
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Report of the Directors
ESEEHRE

SUBSTANTIAL SHAREHOLDER

As at 31 December 2013, in accordance with the register of the
substantial shareholders kept by the Company under Section 336
of the SFO, or to be disclosed under the provisions of Divisions 2
and 3 of Part XV of the SFO and the Listing Rules, the following
person was interested (including short positions) in the shares or
underlying shares of the Company:

Long positions in the ordinary shares/underlying shares of the
Company:

FERR

RZFB—=FF+-_A=1+—8 REARFER
EHLMEGROIEBHATFEZ B
SIRBEF LR EEROIEXVEFE2 3D E N £
MRBWERE - W SALTHEEARR R A

By 2 m (BIEAR)
RARBE B BEKRDZFE

Name of shareholder

R

Capacity
5t

Approximate
percentage of
interest

BMOEZESL

Number of shares

RIDEE

Beneficial owner

BEmlEA A

Inventive Star Limited

Cui Li Jie (Note)
EEA () S A B

Note: Inventive Star Limited is wholly and beneficially owned by Ms. Cui Li Jie.

Save as disclosed above, as at 31 December 2013, no person (other
than a Director or chief executive of the Company) had registered
an interest or short position in the securities or underlying shares of
the Company that was required to be recorded pursuant to Section
336 of the SFO.

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 13 to 23 of this annual

report.
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Report of the Directors
ESEEHRE

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of its Directors, the Company has
maintained sufficient public float as required under the Listing

Rules as at the date of this annual report.

INDEPENDENT AUDITOR

The consolidated financial statements for the year ended 31
December 2013 were audited by ZHONGHUI ANDA CPA Limited.
A resolution for the re-appointment of ZHONGHUI ANDA CPA
Limited as auditor of the Company will be proposed at the
forthcoming annual general meeting.

On behalf of the Board

Cai Lingli

Executive Director

Hong Kong, 24 March 2014
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Independent Auditor’s Report
RS ETE &

MM o
ZHONGHUI

TO THE SHAREHOLDERS OF
FIRST NATURAL FOODS HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of First
Natural Foods Holdings Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 37 to 99,
which comprise the consolidated and the Company statements of
financial position as at 31 December 2013, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows 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 (the
"HKICPA") and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the
Directors determine is necessary to enable the preparation of
consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, in accordance with Section 90 of the
Companies Act 1981 of Bermuda 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
HKICPA. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are

free from material misstatement.
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Independent Auditor’s Report
bWV 73 R

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
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 qualified audit opinion.

BASIS FOR QUALIFIED OPINION

As explained in note 11 to the consolidated financial statements,
upon the scheme of arrangement of the Company and completion
of the restructuring agreement becoming effective on 4 September
2012, the Company recognised a gain on debts discharged under
the scheme of arrangement of approximately HK$381,258,000 and
a loss on group reorganisation of approximately HK$260,000
respectively for the year ended 31 December 2012.

Our audit opinion on the consolidated financial statements for the
year ended 31 December 2012 was modified because we were
unable to satisfy ourselves as to the gain on debts discharged
under the scheme of arrangement of approximately
HK$381,258,000 and the loss on group reorganisation of
approximately HK$260,000 included in the consolidated statement
of profit or loss and other comprehensive income. Our opinion on
the current year's consolidated financial statements is also modified
because of the possible effect of this matter on the comparability

of the current year's figures and the corresponding figures.
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Independent Auditor’s Report
RS ETE &

QUALIFIED OPINION

In our opinion, except for the possible effects on the corresponding
figure of the matters as described in the basis for qualified opinion
paragraphs, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as
at 31 December 2013, and of the results and cash flows of the
Group for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong Kong

Companies Ordinance.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Practising Certificate Number P03614

Hong Kong, 24 March 2014
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

meESEREMEERER

For the year ended 31 December 2013
HE-ZT—=—F+-A=-+—HILFE

2013 2012
—E—=fF —E——4F
Notes HK$’000 HK$'000
B BT T BT
Turnover 2] 7&9 544,824 651,562
Cost of sales $HEE Al N (535,127) (626,058)
Gross profit EF 9,697 25,504
Other income H U A 8 3,996 13,237
Selling and distribution expenses HE RS EFAY (8,205) (6,293)
Administrative expenses TR X (20,439) (13,036)
(Loss)/profit from operations e (B518),RmF (14,951) 19.412
Restructuring costs FEARKA 10 - (8,581)
Gain on debts discharged under BIRZ PR SRR ETS
the scheme of arrangement Z W= 1" - 381,258
Loss on group reorganisation EEE8H EE 11 - (260)
Finance costs & AR 12 - (6,629)
(Loss)/profit before tax B AT (B5E) 2R 13 (14,951) 385,200
Income tax expenses FriS i 5 2 14 (2) (2,342)
(Loss)/profit and total comprehensive QA T#HEE ABMLEE
(expenses)/income for the year (BR),BAKEE
attributable to owners of (BAX%), Wiz 58
the Company 17 (14,953) 382,858
(Loss)/earnings per share attributable QA FEE AEBEER
to owners of the Company (1] &R
Basic and diluted (HK$ per share) EAXREE (BRBT) 19 (0.04) 2.73
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Consolidated Statement of Financial Position

e IR R &
As at 31 December 2013
RZE—=F+-A=+—H

2013 2012
—_E—=F —E——F
Notes HK$’000 HK$'000
B BT T BT
Non-current assets ERBEE
Property, plant and equipment VI3 - BB KRt 21 146 237
Prepayments, deposits and other TE IR « ke KA M R GRIE
receivables 26 23,375 26,375
Goodwill EES 22 6,098 6,098
29,619 32,710
Current assets REBEE
Inventories FE 24 2,395 3,444
Trade receivables FEWE SR 25 64,616 72,318
Prepayments, deposits and other TR IR « ke R A M B GRIE
receivables 26 9,110 8,134
Bank and cash balances SRIT IR kR 27 75,705 66,952
Current tax assets BNHATE I & = 1,826 928
153,652 151,776
Current liabilities REBEE
Trade and bills payables ENE S REEIRER 28 23,168 15,867
Accruals, other payables and deposits JEETFIE « HMEFRIE K
received Biire 29 14,558 8,015
Current tax liabilities BNEAF IR B & - 106
37,726 23,988
Net current assets REEEZE 115,926 127,788
Total assets less current liabilities BEERABERS 145,545 160,498
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Consolidated Statement of Financial Position

e IR R &
As at 31 December 2013
RZE—=F+-A=+—H

2013 2012
—E—=fF —E——4F
Notes HK$’000 HK$'000
B BT T BT
Non-current liabilities FRBEMF
Deferred tax liabilities ELEFIEAE 23 10 10
10 10
NET ASSETS EEFRE 145,535 160,488
Capital and reserves BEARK#HE
Share capital R& 2R 30 4,002 4,002
Reserves e 31 141,533 156,486
TOTAL EQUITY RS 145,535 160,488

The consolidated financial statements on pages 37 to 99 were 37 BEFR A LA MBHMREESTSN _Z
approved and authorised for issue by Board of Directors on 24 —P4F = A =+ B #hERFEEZTIHENLTA

A

March 2014 and are signed on behalf of the Board by: TRREFEHE -
Cai Lingli
£EE Xia Yuki Yu
Director Director
EE EE
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Statement of Financial Position

B 3 AR =
As at 31 December 2013
RZE—=F+-A=+—H

2013 2012
—EB—=F —E—_1F
Notes HK$’000 HK$'000
B BT T BT
Non-current assets ERBEE
Investment in subsidiaries HERKIB AR 38 - -
Current assets REBEE
Amount due from a subsidiary FEUS BT B A B W IE 39 123,684 127,182
Cash and cash equivalents Be MIREEEY 571 -
124,255 127,182
Current liabilities REBAE
Accruals, other payables and deposits FEETINIE - B FENFAIE K&
received 2 iz e 1,222 450
1,222 450
Net current assets REEEZE 123,033 126,732
NET ASSETS BEZRE 123,033 126,732
Capital and reserves BEAXR#E
Share capital A% 2R 30 4,002 4,002
Reserves HE 31 119,031 122,730
TOTAL EQUITY RS 123,033 126,732

The financial statements on pages 37 to 99 were approved and 37 EEEVE B REREEeN - E=
authorised for issue by Board of Directors on 24 March 2014 and B —=+mB#LAEREERTIANATALTAREESSE

are signed on behalf of the Board by: 2.
Cai Lingli
REE Xia Yuki Yu
Director Director
EF EF
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Consolidated Statement of Changes in Equity

= A >4
REERBER
For the year ended 31 December 2013
HE-_ZT—=F+-A=+—RHIFE

Share Share Merger Accumulated
capital premium reserve losses Total
R R EE Bt RE REE st
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
izt BETT BETT BT BT BETT
At 1 January 2012 R-E——%—Hf—H 59,296 299,181 38,900 (834,6006) (437,229)
Total comprehensive income FRZEW A LS
for the year - - - 382,858 382,858
Capital reduction BRAHA 30 (i) (59,148) (299,181) = 358,329 =
Share subscription Rin R 30 (ii) 2,668 147,344 - - 150,012
Transaction costs related to ~ BRIRMD REZ X HH A
the share subscription 30 (ii) = (75) = = (75)
Open offer AREE 30 (iii) 1,038 57,300 - - 58,338
Transaction costs related BHERRAZEZRZMA
to the open offer 30 (iii) - (1,750) = = (1,750)
Issue of creditors shares BITERARGD 30 (iv) 148 8,186 = = 8,334
Group reorganisation SEEA 11 = = (38,900) 38,900 =
At 31 December 2012 R-ZT——F
+-A=1+—-H 4,002 211,005 - (54,519) 160,488
At 1 January 2013 R-Z—=F—H—H 4,002 211,005 - (54,519) 160,488
Total comprehensive FRZERTEE
expenses for the year = = = (14,953) (14,953)
At 31 December 2013 RZE—=F
+=-A=+-H 4,002 211,005 - (69,472 145,535
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Consolidated Statement of Cash Flows
GEEHERER

For the year ended 31 December 2013
HE-_ZT—=F+-A=+—RHIFE

2013 2012
—E—=F —ZT——F
Notes HK$'000 HK$'000
BtEE BT T BT T
Cash flows from operating activities REEBCRERE
(Loss)/profit before tax BB ET (EE), a Al (14,951) 385,200
Adjustments for: EIER ¢
Depreciation e 13 & 21 93 92
Other operating lease charges on Sincere Gold 1% 2 H A A% &

Sincere Gold Agreement HEEHA 13 & 26 3,000 3,000
Allowance for inventories FEREG 13 1,846 -
Allowance for trade receivables U E 5 BR ;B 13 2,200 -
Gain on debts discharged under RIEL BT B ERR BTG 2 W

the scheme of arrangement 11 - (381,258)
Loss on group reorganisation SEEHEE 1" - 260
Loss on property, plant and M - BB MR A EEE R

equipment written-off 13 - 5
Finance costs BE KA 12 - 6,629
Interest income FEMA 8 (126) (84)

Operating cash flows before working EEESEEREER S
capital changes mE (7,938) 13,844
Change in inventories FEEH (797) 743
Change in trade receivables JEWE 5 BR 5,502 (24,531)
Change in prepayments, deposits AR - 'e REAMm R

and other receivables FIHE B (976) (229)
Change in trade and bills payables JENE 5 Kk EIRERFE 7,301 (944)
Change in accruals, other payables FESTFIE - HAb AR R

and deposits received B 6,543 (11,141)

Cash generated from/(used in) REXBEE/ (B 2Re
operations 9,635 (22,258)
Income taxes paid BFrEH (1,0006) (5,044)
Net cash flows generated REEBEE (R ZRE
from/(used in) operating activities TEFE 8,629 (27,302)
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Consolidated Statement of Cash Flows

AL =1

:én'f/:lh? = Eﬁﬁ;ﬁiﬂs—‘%

For the year ended 31 December 2013
HE-_ZT—=F+-A=+—RHIFE

2013 2012
—EB—=F —E—_1F
Notes HK$'000 HK$'000
BtEE BT T BT T
Cash flows from investing activities REREXBZRERE
Interest received 24 F 8 8 126 84
Purchase of property, plant and BEWE  BEARE
equipment 21 (2) (78)
Net cash outflow on group SEEH RS
reorganisation 11 - (62)
Net cash flows generated REERELE (FTA) 2
from/(used in) investing activities BEREFHE 124 (56)
Cash flows from financing activities REMEXB2RERE
Net proceeds from issuance of shares RE BT 2 T 5B F 58 - 127,570
Interest paid ERFE 12 & 32 - (446)
Repayments of other borrowing BEEEMER - (7,000)
Cash outflow on the scheme of ZHET B2 H R
arrangement 11 - (62,000)
Net cash flows generated from RMETHELEZREREEH
financing activities - 58,124
Net increase in cash and cash ReRASEEYEMNFHE
equivalents 8,753 30,766
Cash and cash equivalents at beginning F#2IR& NIRESEEY
of year 66,952 36,186
Cash and cash equivalents at end FRZASRRASEEY
of year 75,705 66,952
Analysis of cash and cash equivalents RERREZEY DO
Bank and cash balances R1T MRS 5k 27 75,705 66,952
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Notes to the Consolidated Financial Statements

" —\ézﬁ\jﬁﬁﬁ M;J.%I
For the year ended 31 December 2013
HE-_ZT—=F+-A=+—RHIFE

1.

44

GENERAL INFORMATION

The Company was incorporated in Bermuda as an exempted
company with limited liability under the Companies Act 1981
of Bermuda. The address of its registered office is Clarendon
House, 2 Church Street, Hamilton HM11, Bermuda. The
principal place of business is 14th Floor, Bangkok Bank
Building, 490-492 Nathan Road, Yaumatei, Kowloon, Hong
Kong. The Company's shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

The Company is an investment holding company. The
Company, through its major subsidiaries, is principally
engaged in the processing and trading of food products
mainly including frozen and functional food products. The
principal activities of its subsidiaries are set out in note 38 to

these consolidated financial statements.

In the opinion of the directors of the Company (the
“Directors”), as at the date of issue of these consolidated
financial statements, Inventive Star Limited (the “Controlling
shareholder”), a company incorporated in the British Virgin
Islands, is the ultimate holding company and Ms. Cui Lijie is
the ultimate controlling party. The Controlling Shareholder

does not procure financial statements available for public use.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is also the functional currency of

the Group.

BASIS OF PREPARATION

These financial statements have been prepared in accordance
with Hong Kong Financial Reporting Standards (“HKFRSs")
and the applicable disclosures required by the Listing Rules
and the disclosure requirements of the Hong Kong

Companies Ordinance.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2013
E-T——F+-A=+—HILEE

B

3.

= —=

ADOPTION OF NEW AND REVISED HONG

KONG FINANCIAL REPORTING STANDARDS
In the current year, the Group has adopted all the new and
revised HKFRSs issued by the HKICPA that are relevant to its

operations and effective for its accounting year beginning on

1 January 2013. HKFRSs comprise Hong Kong Financial

Reporting Standards ("HKFRS”); Hong Kong Accounting
Standards (“HKAS"); and Interpretations. The adoption of

these new and revised HKFRSs did not result in significant

changes to the Group's accounting policies and amounts

reported for the current year and prior years except as stated

below.

Amendments to HKAS 1 “Presentation of
Financial Statements”

Amendments to HKAS 1 titled “Presentation of ltems of
Other Comprehensive Income” introduce new
terminology for statement of comprehensive income
and income statement. Under the amendments to
HKAS 1, a statement of comprehensive income is
renamed as a statement of profit or loss and other
comprehensive income and an income statement is
renamed as a statement of profit or loss. The
amendments to HKAS 1 retain the option to present
profit or loss and other comprehensive income in either
a single statement or in two separate but consecutive

statements.

The amendments to HKAS 1 require additional
disclosures to be made in the other comprehensive
income section such that items of other comprehensive
income are grouped into two categories: (a) items that
will not be reclassified subsequently to profit or loss;
and (b) items that may be reclassified subsequently to
profit or loss when specific conditions are met. Income
tax on items of other comprehensive income is required

to be allocated on the same basis.
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ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Continued)

a.

Amendments to HKAS 1 “Presentation of
Financial Statements” (Continued)

The amendments have been applied retrospectively,
and hence the presentation of items of other
comprehensive income has been modified to reflect the
change. Other than the above mentioned presentation
changes, the application of the amendments to HKAS 1
does not result in any impact on profit or loss, other
comprehensive income and total comprehensive

income.

HKFRS 13 “Fair Value Measurement”

HKFRS 13 “Fair Value Measurement” establishes a
single source of guidance for all fair value
measurements required or permitted by HKFRSs. It
clarifies the definition of fair value as an exit price, which
is defined as a price at which an orderly transaction to
sell the asset or transfer the liability would take place
between market participants at the measurement date
under market conditions, and enhances disclosures

about fair value measurements.

The adoption of HKFRS 13 only affects disclosures on
fair value measurements in the consolidated financial

statements. HKFRS 13 has been applied prospectively.

The carrying amounts of the Group's financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their

respective fair values.

The Group has not applied the new and revised HKFRSs
that have been issued but are not yet effective. The
Group has already commenced an assessment of the
impact of these new and revised HKFRSs but is not yet
in a position to state whether these new and revised
HKFRSs would have a material impact on its results of

operations and financial position.
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SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared

under the historical cost convention.

The preparation of these consolidated financial statements in
conformity with HKFRSs requires the use of key assumptions
and estimates. It also requires the Directors to exercise its
judgments in the process of applying the accounting policies.
The areas involving critical judgments and areas where
assumptions and estimates are significant to these
consolidated financial statements, are disclosed in note 5 to

these consolidated financial statements.

The significant accounting policies applied in the preparation

of these consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group
has control. The Group controls an entity when it is exposed,
or has rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through its
power over the entity. The Group has power over an entity
when the Group has existing rights that give it the current
ability to direct the relevant activities, i.e. activities that

significantly affect the entity’s returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by other
parties, to determine whether it has control. A potential
voting right is considered only if the holder has the practical
ability to exercise that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from

the date the control ceases.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

The gain or loss on the disposal of a subsidiary that results in
a loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of any
investment retained in that subsidiary and (ii) the Company'’s
share of the net assets of that subsidiary plus any remaining
goodwill relating to that subsidiary and any related

accumulated foreign currency translation reserve.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the

policies adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated
statement of financial position and consolidated statement of
changes in equity within equity. Non-controlling interests are
presented in the consolidated statement of profit or loss and
other comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the

non-controlling shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the

non-controlling interests having a deficit balance.

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

to the owners of the Company.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

In the Company’s statement of financial position the
investments in subsidiaries are stated at cost less allowance
for impairment losses. The results of subsidiaries are
accounted for by the Company on the basis of dividends

received and receivable.

Business combination and goodwill

The acquisition method is used to account for the acquisition
of a subsidiary in a business combination. The cost of
acquisition is measured at the acquisition-date fair value of
the assets given, equity instruments issued, liabilities incurred
and contingent consideration. Acquisition-related costs are
recognised as expenses in the periods in which the costs are
incurred and the services are received. Identifiable assets and
liabilities of the subsidiary in the acquisition are measured at

their acquisition-date fair values.

The excess of the cost of acquisition over the Company'’s
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company'’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is recognised
in consolidated profit or loss as a gain on bargain purchase
which is attributed to the Company.

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is

added to the cost of acquisition to calculate the goodwill.

If the changes in the value of the previously held equity
interest in the subsidiary were recognised in other
comprehensive income (for example, available-for-sale
investment), the amount that was recognised in other
comprehensive income is recognised on the same basis as
would be required if the previously held equity interest were

disposed of.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Business combination and goodwill (Continued)

Goodwill is tested annually for impairment or more frequently

if events or changes in circumstances indicate that it might be

impaired. Goodwill is measured at cost less accumulated

impairment losses. The method of measuring impairment

losses of goodwill is the same as that of other assets as stated

in the accounting policy “Impairment of assets” below.

Impairment losses of goodwill are recognised in consolidated

profit or loss and are not subsequently reversed. Goodwill is

allocated to cash-generating units that are expected to

benefit from the synergies of the acquisition for the purpose

of impairment testing.

Foreign currency translation

(a)

(b)

Functional and presentation currency

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

Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into the
functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Non-monetary items that are measured at fair values in
foreign currencies are translated using the exchange
rates at the dates when the fair values are determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is recognised
in other comprehensive income. When a gain or loss on
a non-monetary item is recognised in profit or loss, any
exchange component of that gain or loss is recognised

in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Foreign currency translation (Continued)

(c)

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company’s presentation currency are translated into

the Company’s presentation currency as follows:

— Assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the date of that statement of

financial position;

— Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated at

the exchange rates on the transaction dates); and

— Al resulting exchange differences are recognised

in the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and
of borrowings are recognised in the foreign currency
translation reserve. When a foreign operation is sold,
such exchange differences are recognised in
consolidated profit or loss as part of the gain or loss on

disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the

closing rate.

Property, plant and equipment

All property, plant and equipment are stated at cost less

accumulated depreciation and impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. All other repairs and maintenance are
recognised in consolidated profit or loss during the period in

which they are incurred.

Depreciation of property, plant and equipment is calculated
at rates sufficient to write off their cost less their residual
values over the estimated useful lives on a straight-line basis.

The principal annual rates are as follows:

Leasehold improvement 5 years
Furniture and equipment 5 years
Computer hardware and software 3years

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each

reporting period.

The gain or loss on disposal of property, plant and equipment
is the difference between the net sales proceeds and the
carrying amount of the relevant asset, and is recognised in

consolidated profit or loss.

Operating leases

Leases that do not substantially transfer to the Group all the
risks and rewards of ownership of assets are accounted for as
operating leases. Lease payments (net of any incentives
received from the lessor) are recognised as an expense on a

straight-line basis over the lease term.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. 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.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the

instruments.

Financial assets are derecognised when the contractual rights
to receive cash flows from the assets expire; the Group
transfers substantially all the risks and rewards of ownership of
the assets; or the Group neither transfers nor retains
substantially all the risks and rewards of ownership of the
assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between the
asset’s carrying amount and the sum of the consideration
received and the cumulative gain or loss that had been
recognised in other comprehensive income is recognised in

consolidated profit or loss.

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

recognised in consolidated profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Trade and other receivables

Trade and other receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market and are recognised initially at fair
value and subsequently measured at amortised cost using the
effective interest method, less allowance for impairment. An
allowance for impairment of trade and other receivables is
established when there is objective evidence that the Group
will not be able to collect all amounts due according to the
original terms of receivables. The amount of the allowance is
the difference between the receivables’ carrying amount and
the present value of estimated future cash flows, discounted
at the effective interest rate computed at initial recognition.
The amount of the allowance is recognised in consolidated

profit or loss.

Impairment losses are reversed in subsequent periods and
recognised in profit or loss when an increase in the
receivables’ recoverable amount can be related objectively to
an event occurring after the impairment was recognised,
subject to the restriction that the carrying amount of the
receivables at the date the impairment is reversed shall not
exceed what the amortised cost would have been had the

impairment not been recognised.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-
term highly liquid investments which are readily convertible
into known amounts of cash and subject to an insignificant
risk of change in value. Bank overdrafts which 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.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity

instruments are set out below.

Borrowings
Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at

amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the

liability for at least 12 months after the reporting period.

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting

would be immaterial, in which case they are stated at cost.

Equity instruments
Equity instruments issued by the Company are recorded at

the proceeds received, net of direct issue costs.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the

amount of revenue can be measured reliably.

Revenues from the sales of goods are recognised on the
transfer of significant risks and rewards of ownership, which
generally coincides with the time when the goods are

delivered and the title has passed to the customers.

Food processing income is recognised when the food

processing services are rendered.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

Commission fee income is recognised when the handling

services are rendered.

Storage fee income is recognised based on the time period
of which the merchandise is stored in the Group's leased

warehouses.

Interest income is recognised on a time — proportion basis

using the effective interest method.

Employee benefits

The Group contributes to defined contribution retirement
schemes which are available to all employees. Contributions
to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement
benefit scheme cost charged to consolidated profit or loss

represents contributions payable by the Group to the funds.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are capitalised as part of
the cost of those assets, until such time as the assets are
substantially ready for their intended use or sale. Investment
income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is

deducted from the borrowing costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for
the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by
applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group
that are outstanding during the period, other than borrowings
made specifically for the purpose of obtaining a qualifying

asset.

All other borrowing costs are recognised in consolidated

profit or loss in the period in which they are incurred.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

Income tax represents the sum of the current tax and deferred

tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in
consolidated profit or loss because it excludes items of
income or expense that are taxable or deductible in other
years and it further excludes items that are never taxable or
deductible. The Group's liability for current tax is calculated
using tax rates that have been enacted or substantively

enacted by the end of the reporting period.

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

accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary

difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that
it is no longer probable that sufficient taxable profits will be

available to allow all or part of the asset to be recovered.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income
or directly in equity, in which case the deferred tax is also

recognised in other comprehensive income or directly in

equity.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends

to settle its current tax assets and liabilities on a net basis.
Related parties
A related party is a person or entity that is related to the

Group.

(A) A person or a close member of that person’s family is
related to the Group if that person:

() has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of

the Company or of a parent of the Company.
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SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Related parties (Continued)

(B) An entity is related to the Group if any of the following
conditions apply:

() The entity and the Company are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the

others).

(i)  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).

(iii)  Both entities are joint ventures of the same third

party.

(iv)  One entity is a joint venture of a third entity and

the other entity is an associate of the third entity.

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

related to the Group.

(vi)  The entity is controlled or jointly controlled by a

person identified in (A).

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

Segment reporting

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

geographical locations.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Segment reporting (Continued)

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.

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its assets except goodwill, deferred tax
assets, inventories and receivables to determine whether
there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the
extent of any impairment loss. Where it is not possible to
estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash

generating unit to which the asset belongs.

Recoverable amount is the higher of 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.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to its
recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is
carried at a revalued amount, in which case the impairment

loss is treated as a revaluation decrease.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets (Continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of
amortisation or depreciation) had no impairment loss been
recognised for the asset or cash-generating unit in prior years.
A reversal of an impairment loss is recognised immediately in
consolidated profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the reversal of the

impairment loss is treated as a revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present 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 expenditures 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 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 is remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the financial statements. Events after the
reporting period that are not adjusting events are disclosed
in the notes to the consolidated financial statements when

material.
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KEY ESTIMATES

The key assumptions concerning the future, and other key

sources of estimation uncertainty at the end of the reporting

period, that have a significant risk of causing a material

adjustment to the carrying amounts of assets and liabilities

within the next financial year, are discussed below:

(a)

(b)

(c)

Impairment of goodwiill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash-generating
unit to which goodwill has been allocated. The value in
use calculation requires the Group to estimate the
future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to

calculate the present value.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and doubtful
debts based on assessments of the recoverability of the
trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where
the actual result is different from the original estimate,
such difference will impact the carrying value of the
trade and other receivables and doubtful debt expenses
in the year in which such estimate has been changed. If
the financial conditions of the debtors were to
deteriorate, resulting in an impairment of their ability to

make payments, additional allowances may be required.

Allowance for slow-moving inventories

Allowance for slow-moving inventories is made based
on the aging and estimated net realisable value of
inventories. The assessment of the allowance amount
involves judgement and estimates. Where the actual
outcome in future is different from the original estimate,
such difference will impact the carrying value of
inventories and allowance charge/write-back in the

period in which such estimate has been changed.
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FINANCIAL RISK MANAGEMENT

The Group has exposure to credit risk, liquidity risk and
market risk (including currency risk and interest rate risk). This
note presents information about the Group’s exposure to
each of the above risks and the Group's objectives, policies

and processes for measuring and managing risk.

Credit risk

Credit risk is the risk of financial loss to the Group if a
customer or counterparty to a financial instrument fails to
meet its contractual obligations, and the Group's credit risk is
primarily attributable to the trade receivables, deposit in
relation to the Sincere Gold Agreement and deposits with
financial institutions. The Group has a credit policy in place
and the exposures to these credit risks are monitored on an

ongoing basis.

(i) Trade receivables
The Group has established a credit policy under which
credit evaluations are performed on all customers
requiring credit. Trade receivables are due within 3
months from the date of billing. Debtors with balances
that are more than 3 months are requested to settle all
outstanding balance before any further credit is
granted. Normally, the Group does not obtain collateral

from customers.

The Group's exposure to credit risk is influenced mainly
by the individual characteristics of each customer. At 31
December 2013, the Group has a certain concentration
of credit risk of approximately HK$30,077,000 (2012:
approximately HK$23,492,000) and approximately
HK$50,360,000 (2012: approximately HK$44,892,000) out
of the total trade receivables of approximately
HK$64,616,000 (2012: approximately HK$72,318,000) as
at 31 December 2013, which was arising from the
Group's largest debtor and the two largest debtors
respectively.

Further quantitative disclosures in respect of the
Group's exposure to credit risk arising from trade

receivables are set out in note 25.
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FINANCIAL RISK MANAGEMENT (Continued)

Credit risk (Continued)

(i) Deposit in relation to the Sincere Gold Agreement
Regarding the Sincere Gold Agreement as disclosed in
notes 11 and 26 to these consolidated financial
statements, the Group places a refundable security
deposit of HK$20,000,000 as at 31 December 2013 (2012:
HK$20,000,000). The Group has been closely working
with the recipients under the Sincere Gold Agreement
and through which the Group monitors cautiously the
financial situation of the recipients to assess the

recoverability of the security deposit.

(iii) Deposits with financial institutions
The Group limits its exposure to credit risk by placing
deposits with financial institutions that meet the
established credit rating assigned by international
credit-rating agencies or other criteria. Given these high
credit ratings, the Group does not expect any

counterparty to fail to meet its obligations.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group's
policy is to regularly monitor its current and expected liquidity
requirements and its compliance with lending covenants, to
ensure that it maintains sufficient reserves of cash and
adequate committed lines of funding from major financial
institutions to meet its liquidity requirements in the short and
longer term. All financial liabilities of the Group are of

maturity within one year and non-interest bearing.

Currency risk

The Group has minimal exposure to foreign currency risk as
most of its business transactions, assets and liabilities are
principally denominated in Hong Kong dollars and United
States dollars and Renminbi. The Group currently does not
have a foreign currency hedging policy in respect of foreign
currency transactions, assets and liabilities. The Group will

monitor its foreign currency exposure should the need arise.
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FINANCIAL RISK MANAGEMENT (Continued)
Interest rate risk

The Group's interest rate risk arises primarily from the Group's
bank deposits. As the Group has no significant interest-
bearing assets and liabilities as at 31 December 2012 and
2013, the Group's operating cash flows are substantially

independent of changes in market interest rates.

Fair value

Fair value estimates are made at a specific point in time and
are based on relevant market information and information
about the financial instruments. These estimates are
subjective in nature and involve uncertainties and matters of
significant judgment and therefore cannot be determined
with precision. Changes in assumptions could significantly

affect the estimates.

The carrying amounts of the Group's financial assets and
financial liabilities as reflected in the consolidated statement
of financial position approximate to their respective fair

values.

TURNOVER
Turnover represents the invoiced value of goods sold, less

goods returns and trade discounts during the year.
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8. OTHER INCOME 8. HMKA
2013 2012
—E2—= —T—_—F
HK$'000 HK$'000
BT T BT T
___________________________________________________________________________________________________________________|
Commission income LA ON 1,426 840
Food processing income RamiNIRA - 6,810
Interest income T 2 U A 126 84
Storage fee income EEFERA 2,269 5,486
Sundry income FEEUA 175 17
3,996 13,237
9. SEGMENT INFORMATION 9. HPER
The Group has one reportable operating segment named AEEHEE —BRELES - BIRRK
"Frozen and functional food products” which refers to the et EmER] PRMNIEEREMRE
processing and trading of food products mainly including 5 FEBERRENEERMER °
frozen and functional food products.
The accounting policies of the operating segment are the LB 2 B ETIR B AR AR S B TS IR P
same as those used in the preparation of the consolidated KEAE—H - 5 Eafs BT N2 ERTT
financial statements. Segment profits or losses do not include REMERELEZBEKRAN  BiELHEES
finance costs arising from bank and other borrowings, gain on %E%{E%ZH&/\_’\ - SESHECEE  EAEK
debts discharged under the scheme of arrangement, loss on NN AN ] TH&U\&KH:‘ DHEETE
group reorganisation, restructuring costs and unallocated TEZEE%RLEE%&?E REIBE - DEE
corporate income and expenses. Segment liabilities do not ETNEEEERASERA Eéﬁ% °

include deferred tax liabilities and unallocated corporate
liabilities. Segment assets do not include goodwill and

unallocated corporate assets.
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9.

BT —H+-A=+—ALFE
SEGMENT INFORMATION (Continued) 9. HPER
Information about reportable segment revenue and results, A ERE DRI S LR E S  BENBEER R
assets and liabilities and other segment information is as HihpsERMT :
follows:

Frozen and
functional food products

RRRNEERRER

2013 2012
—E2—= —T—_—F
HK$'000 HK$'000
BT BT T
_________________________________________________________________________________________________________________|
Segment revenue and results DEW R A
Years ended 31 December BZE+-BA=1t—HLEE
Revenue from external customers REINEBE P A 544,824 651,562
Segment (losses)/profit E (E18), & T (11,252) 20,892
Segment assets and liabilities PHEEREE
As at 31 December R+=A=+—H
Segment assets DEPEE 176,602 178,388
Segment liabilities DEAE 36,504 23,538
Other segment information HAth 5 H & #
Amounts included in the segment AP BB D E
profit or losses or segment assets: BEZFHIE
Interest income MEBUA (126) (58)
Depreciation e 93 87
Allowance for trade receivables U E 5 BR T 2,200 -
Allowance for inventories FEREE 1,846 -
Additions to segment non-current DEERBEERE
assets 2 78
Amounts not included in the segment Rt AL EBEz sk 5D 26
profit or losses or segment assets: BE A -
Income tax expenses PS5 5 2 2 2,342
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9.

68

SEGMENT INFORMATION (Continued) 9. oHER(#)
Reconciliations of reportable segment profit or losses, assets A SRED IR KEE EENABHER

and liabilities:

Year ended 31 December

BEt+t-HA=1+—HLEE

2013 2012
—E2—= —E——F
HK$'000 HK$'000
BT T BT T
I ——
Profit or losses AR
Profit or losses of reportable segment AR & 0 2B Al sk E5 18 (11,252) 20,892
Unallocated amounts: RAOMBEE -
Unallocated corporate income RABLA RHA R
and expenses (3,699) (1,480)
Gain on debts discharged under RIEZ st BRI B 75 2 Uiz
the scheme of arrangement - 381,258
Loss on group reorganisation EESBHCEE - (260)
Restructuring costs B - (8,581)
Finance costs arising from bank and RIT M E MR
other borrowings excluding (PEFBRITER)
bank overdraft FTE% 2 B E KA - (6,629)
Consolidated (loss)/profit before tax BRIz E (BE) % F (14,951) 385,200

First Natural Foods Holdings Limited
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9.

E-E-—=F+_A=+—HItFE

SEGMENT INFORMATION (Continued)

D ERE R ()

Assets
Total assets of reportable segment
Unallocated amounts:

Goodwill

Unallocated corporate assets

Consolidated total assets

Liabilities

Total liabilities of reportable segment

Unallocated amounts:
Deferred tax liabilities

Unallocated corporate liabilities

Consolidated total liabilities

Geographical information:

EEHBRRE
ANRAFRE

= (==
RERAaE

Rl

As at 31 December
R+=—A=+—8
2013 2012
—E—=fF —E—_4F
HK$’'000 HK$'000
BET T BT T

176,602 178,388
6,098 6,098
571 -
183,271 184,486
36,504 23,538
10 10
1,222 450
37,736 23,998

HWEEH

Revenue Non-current assets
FREEE
Year ended 31 December As at 31 December
BE+T-HA=1+—HLEE R+t=-—HA=+-—H
2012 2013 2012
—E—=F —E—_—F —E—=F —E—_F
HK$'000 HK$'000 HK$’'000 HK$'000
BT T BETIT BT T BETIT
|
Mainland China PR B A R 460,651 542,058 - —
Hong Kong BB 58,503 72,183 29,619 32,710
Canada mEx 25,670 37,321 - =
Consolidated total =i 544,824 651,562 29,619 32,710
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9.

10.

70

SEGMENT INFORMATION (Continued)

In presenting the geographical information, revenue is

presented based on the locations of the customers.

Revenue from customers of the corresponding year
contributing over 10% of the total sales of the Group are as

follows:

D EER ()
N2 i AR - WA TYRIEE S e
2%-

KERBBFERRMASEAHETR10%IA
E2EPZWAMT

2013
—E-=F
HK$’000
BETT

Customer A Z2EA
Customer B =ZFEB
Customer C =FEC

120,062
78,587
56,289

2012
—E——4F
HK$'000
BT

Customer B ZFB
Customer C =FEC
Customer D ZED

RESTRUCTURING COSTS

The Group did not incur any restructuring costs for the year
ended 31 December 2013 because the restructuring of the
Group was completed in 2012. Restructuring costs of
approximately HK$8,581,000 for the year ended 31 December
2012 mainly included the legal fees, fees to the financial
advisor and the joint and several provisional liquidators of the
Company (the “Provisional Liquidators”) and other
professional fees for implementing the proposed
restructuring of the Company. Such expenses were financed

by Groupwill Holdings Limited and non-recurring in nature.

First Natural Foods Holdings Limited
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120,517
101,779
70,809

10. EARK

AEERBE-_T—=F+-A=+—H1t
FEVEEEEREEKRS  REZAEE
HHRNZZE——FEZEK - BEZT—=F
TZRA=+—BHILFE EAXFOEE
8,581,000 T+ EEIEERE - B FERAR KA
”“’Tﬁﬂ&ﬂ/”ﬂﬁ%ﬁ%%ﬂ%/\(FEEE%%E}\J)
BRARAEMAR A EREAMES 2 HAb
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11.

THE SCHEME OF ARRANGEMENT AND
GROUP REORGANISATION

Completion of the restructuring of the Group and
resumption of trading in the shares of the Company
Trading in the shares of the Company (the “Shares”) was
suspended on the Main Board of the Stock Exchange at the
request of the Company on 15 December 2008.

On 6 January 2009, a winding-up petition (the “Petition”) and
the application for the appointment of the Provisional
Liquidators were presented to and filed with the High Court
of Hong Kong Special Administrative Region (the “Hong
Kong Court”) by the Company. On the same day, Mr.
Stephen Liu Yiu Keung and Mr. David Yen Ching Wai were
appointed as the Provisional Liquidators by the Hong Kong
Court. The Petition was filed with the Court on 7 January 2009
to effect the appointment. The Provisional Liquidators took

control and possession of the assets of the Company.

Since then, the Provisional Liquidators had commenced
restructuring the Company. On 30 July 2009 and 21
September 2010,
supplemental exclusivity agreement respectively were

an exclusivity agreement and a

entered into among, namely, Groupwill Holdings Limited, Mr.
Huang Kunyan, the Company and the Provisional Liquidators
to grant Groupwill Holdings Limited an exclusive right to
prepare and submit a resumption proposal to the Stock
Exchange with the view to resume trading of the Company’s

shares.

11.

ZHEIREEEAR
EREEEARRERAATRNESR

EARTENR  ARmERG (TR DR =-F
ENFT_ATHARBRIAEREFER

o

RZZEZNF—AKRE  XRBAEERH
TRERSEER ([BEER ) EXFREF
(T2FDRPFLREHERBERA-RB &
BER R AR A R ER KL RIRE
BERA - 2FR_ZENF-ALB2EE
BERT A RELE R - BRR /BB AESI RE
BARREE -

Bt BRREBEBAFREERLRF - R -F
?ﬂitﬂ =TER-ZB—EFAH_T—

C REERARAR  BmEALLE AR
ﬂ&ﬁmﬂma/\ D Bl ET SZHEM I 19778 Ko 4 72
BRI - URTREEREARARESR
- ARSI RAB IR 2 REARR RIS
BEZEMES -
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11.

72

THE SCHEME OF ARRANGEMENT AND
GROUP REORGANISATION (Continued)
Completion of the restructuring of the Group and
resumption of trading in the shares of the Company
(Continued)

Since the second half of 2009, with the working capital facility
(the “Working Capital Facility”) provided by Groupwill
Holdings Limited, the Group had restored its trading business
operation by establishing the special purpose vehicles to
carry out the food trading and processing business. In
October 2010, the Group completed the acquisition of the
entire issued share capital of Orient Legend International
Limited (“Orient Legend”) for an aggregate cash
consideration of HK$10,000,000, pursuant to which the trading
of food products were strengthened further. In the same
month, the Group entered into the Sincere Gold Agreement
with an independent third party. According to the terms of
the Sincere Gold Agreement, the independent third party
who has a processing plant in Jiangmen, the People’'s
Republic of China (the “PRC"), will provide the processing of
food products service for the Group. Leveraging on the large
customers base and trading volume of Orient Legend, the
Sincere Gold Agreement further strengthens the processing
of food products business of the Group.

On 5 January 2012, the Company, the Provisional Liquidators,
Groupwill Holdings Limited and Mr. Huang Kunyan as the
guarantor entered into a formal restructuring agreement to
implement the proposed restructuring of the Company which
included, inter alia, (i) capital restructuring; (i) open offer; (iii)
subscription of new shares; (iv) issue of creditors shares; (v)
implementation of the scheme of arrangement; and (vi) group
reorganisation. On 4 September 2012, the proposed
restructuring was completed. With effect from 4 September
2012, the Provisional Liquidators were discharged and the
petition for winding-up of the Company was dismissed by the
Hong Kong Court. Upon the grant from the Stock Exchange,
trading in the shares of the Company was resumed on 6
September 2012.

First Natural Foods Holdings Limited
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1. ZEETEREEEA @)

EREEEARBRERAQAAROESR

(&)

ZETNFETFFRAR  BRERHERE
RARERH v EEEASRE(EEESR
B AEEBRBKVFERENARNRER
mESRINTEBRERESEBEE - X
ZZE—ZTF+TH  AEEZEKKEESEER
ERAR([EE )22 FHTRE - RaK
B4 5781 10,000,0007T * #itk - RAE
SIFAE—FME - R A - REBEEBLE
= 75 8] A Sincere Gold1# & ° 1R #& Sincere
Gold W& < 65K * ZBILE = B AL
A EE AR FAE ([HE ) TPz hn Tk
BAEBRERANMITRE - BIEES 2 fE
ABFEMEKBEZE  AEBRMINIER
Sincere Gold W& M — 5@k ©

R-ZE——F—FHHB AAF - GEES
A BEIERBR AR R EHALE(EA
ERA) T EREADBE  NETRAE
ZEZEM BEEPEE)(BRAER
(i) AFAEE ¢ (i) BB ¢ (v)BITERA
B vEETHENE: RVviEESEA -
R-ZT——FHANE  BHEADTK -
BT —FhANBRER  BEBBA
WHBRAARAZERBEZHBE B EARK
B o LEE R T - A ARBIROR T —=
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11.

THE SCHEME OF ARRANGEMENT AND
GROUP REORGANISATION (Continued)

Gain on debts discharged under the scheme of
arrangement

On 26 April 2012, the majority of the scheme creditors
approved a scheme of arrangement and accordingly all
indebtedness owed by the Company to the scheme creditors
on the date for determination of entitlement of the scheme

creditors were released, discharged and fully settled on 4
September 2012.

The scheme of arrangement was sanctioned by the Hong
Kong Court and the Supreme Court of Bermuda on 16 May
2012 and 18 May 2012 respectively. The total indebtedness
admitted by the scheme administrator under the scheme of
arrangement was discharged in full and settled by way of a
combination of the cash payment of HK$62,000,000 and
issuance of 14,823,936 creditors shares credited as fully paid.
As a result, a gain on debts discharged under the scheme of
arrangement of approximately HK$381,258,000 was
recognised during the year ended 31 December 2012, being
calculated as follows:

11.

ZHTEARKEEA W)
RIBZ B BIBBRET 2 Wk
RT——FMA-+AE  ABHHEIE

BARERZ YRS - Ftt - REERSIEE
AENZ AARRRIRGFEERAZFABER

ER-_ZT——FNANBHE BHREEH
Bi& o
ZHEE SRR =E——FRA T+ AARS

T——_FRATN\BEEBLRELRERER
%%ﬁm& BB 8 R AT EI BB A
R EBBREE 2 ERER KFE BT € RIS
MQmmmn&%ﬁm&w%hAﬁﬂ
ERE 2 ERARGERER - At - 8#F
—E——F+ A=+ HLEFEERRE
ZHEET BIREBR BT < Wz #0748 5 381,258,000

TC WTYRIRIA TR E -

2012
—E——F
HK$'000
BT T
__________________________________________________________________________________________________________|
Debts discharged: EERRETS -
Bank borrowings RITER 208,597
Financial guarantee liabilities I ERERE 15,325
Accruals, other payables and JEFTRIA - HiENFRIBERBBIZS
deposit received 227,670
451,592
Satisfied by: {818 :
Cash consideration RENE (62,000
Issue of creditors shares (at fair value) BITEREARD R AFE) (8,334)
(70,334)
Gain on debts discharged under RIEL T IR E 1S 2 WS
the scheme of arrangement 381,258
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11.

74

THE SCHEME OF ARRANGEMENT AND
GROUP REORGANISATION (Continued)

Loss on group reorganisation

On 4 September 2012, the Group completed the restructuring
agreement where Smart Dragon International Trading
Limited, First China Technology Limited and First China
Technology (Hong Kong) Limited, which are the former
immediate subsidiaries of the Company (the “Former
Immediate Subsidiaries”), and Fuqging Longyu Food
Development Company Limited, Jia Jing Commercial
(Shanghai) Company Limited and Ningbo Dingwei Food
Development Company Limited, which are the subsidiaries of
the Smart Dragon International Trading Limited and First
China Technology Limited and had been deconsolidated
from the Group since 1 July 2008 (details of the
deconsolidation were disclosed in notes 2 and 10 to the
consolidated financial statements of the Company’s 2008
annual report dated 22 January 2010), were transferred out of
the Group to the nominee of the administrators of the

aforesaid scheme of arrangement.

11.

ZHEREEEA @)

SESEHEE

RZZE—ZFNAMA - NEETKEAR
= B REEBEZESZERA A - First
China Technology Limited + 55 — & B &L i
(BB)ARLDT (BHAERRARAEENBR
A((AEEMEBEARD) REEEXR @G
BERAE  ZEEE(LB)ARAFARE
EHERRmAEBR AR (B REEBREK
H 5 B R 2 &l KFirst China Technology
Limited 2B RAE - YER -_FZENFL
A—BEABEASELGES AR) (THES
AR ERBERNARARRASR R =2 —
TFE—AZ+ZAZ =TT\ FERAMNLEKR
SR MEE2 KM FE10) - HREARE
EEET DATHTEIERAZREA °

2012
—E——F
HK$'000
BT T

Net assets of the Former Immediate

Subsidiaries at the date of disposal BEFEWAT :
were as follows:

Deferred tax assets BERIIBE E
Bank and cash balances RIT MR ER

Accruals, other payables and

MEEMBARNEERZ

deposits received Biire
Loss on group reorganisation SEEHEZEE
Total consideration satisfied by cash ReERZARE
Net cash outflow arising on group SEEHAEEZREM

reorganisation:
Cash and cash equivalents of
the subsidiaries disposed of
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11.

12.

THE SCHEME OF ARRANGEMENT AND 1. REFEREBEH &)
GROUP REORGANISATION (Continued)
Loss on group reorganisation (Continued) EEEACEE (&)
As the result of the group reorganisation, the merger reserve HE2E—_TE——F+-_A=+—HItFE
of approximately HK$38,900,000 included in the consolidated EEEM  ;TANRNGESEREER 2B
statement of changes in equity was transferred to the 18 #9765 5 38,900,000 T E B &= KN & E R =t
accumulated losses of the Group during the year ended 31 18 o
December 2012.
FINANCE COSTS 12. BERE
_____________________________________________________________________________________________________________|
2013 2012
—E—= —E——F
HK$'000 HK$'000
BETT BETT
_________________________________________________________________________________________________________________|
Interest expenses on: BEATYEEZMERT :
Bank borrowings wholly repayable AR 1 FE IR BRI
within 1 year or on demand EE 2 IRITEN - 6,183
Other borrowing wholly repayable AT FRNEBHEEZ
within 1 year H &K - 446
- 6,629
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13. (LOSS)/PROFIT BEFORE TAX 13. BRBiAT (BE), 8
The Group's (loss)/profit before tax is stated after charging/ REBMBRTAT(E8), S5 M2 B, (GTA)
(crediting) the following: ATN&IA :
2013 2012
—E—= —EB——F
HK$'000 HK$'000
BT T BT T
|
Directors’ emoluments =5
— Directors'’ fees —EFEe 474 270
— Salaries, wages and other benefits — &HE - MR EAM
and retirement benefit scheme R A MR IRAE F
contribution ST EIfHR K 521 147
995 417
Auditor’s remuneration & SGCIE AT 480 450
Staff costs including directors’ BIKA - BIEESHH
emoluments
Salaries, bonus and allowances HE - JEAL NOEBL 5,627 2,748
Retirement benefits scheme RURAENET SR
contributions 201 149
5,828 2,897
Cost of inventories sold FEHERAK 533,281 626,058
Depreciation e 93 92
Loss on property, plant and VI - BB KRR EE M
equipment written-off - 5
Net exchange gains b 5 W2 S8R (290) (401)
Other operating lease charges Sincere Gold & < E-Ah
on Sincere Gold Agreement KEHERX 3,000 3,000
Operating lease charges on land T RAEFEEHER
and buildings 978 899
Allowance for trade receivables e B 5 BR R B 2,200 =
Allowance for inventories (included FEEE G AEENA)
in cost of sales) 1,846 -
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14. INCOME TAX EXPENSES 14. FiBHAX
2013 2012
—E—= —E——4F
HK$’'000 HK$'000
BT T BEET T
Current tax — Hong Kong Profits Tax BEATSIE — BTSN
Provision for the year FERHE 30 2,372
Tax refund for prior years BEFERN (10) -
Over-provision in prior years BEFEREE S (18) 29)
2 2,343
Deferred tax (Note 23) RIER A (P 5E23) - (1)
2 2,342
Hong Kong Profits Tax is calculated at 16.5% (2012: 16.5%) of REEZ BBENER IR ERTUR N
the estimated assessable profits for the year. 16.5% (ZF— 4 : 16.5%)51 &
Tax charge on profits assessable elsewhere has been HBR z RV 2 B HEmAE
calculated at the rates of tax prevailing in the countries in EEBAERR 2 RITEATERKIZE A
which the Group operates, based on existing legislation, WIT2 5  TBREBOGE -
interpretation and practices in respect thereof.
The reconciliation between the income tax expenses and the FTS i F > SBR TR AT (B598) i 7 4 BR 40

(loss)/profit before tax is as follows: T

2013 2012
—E—= —E——4F
HK$'000 HK$'000
AT T AT

(Loss)/profit before tax BrES A (B1E), A (14,951) 385,200

Tax at the domestic income tax rate of X AHIFTSFL X 16 5% 51 & 2 Fi 1A

16.5% (2012: 16.5%) —E—_1F 1 165%) (2,467) 63,558
Tax effect of income not taxable and BERBERA R TAIHRES 2
expenses not deductible HEw e 774 (61,246)
Tax effect of tax losses not recognised  RIERTHIBEIE 2 TG 2 1,723 59
Tax refund for prior years MBI FERN (10) -
Over-provision in prior years B F R B (18) (29)
2 2,342
Details of deferred tax were set out in note 23. EERTEA S INMIsE23 -
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15. DIRECTORS’ AND SENIOR MANAGEMENT'S 15. EERSHREEEMNE
EMOLUMENTS
The emoluments of each Director and senior management ZEBEENSHREEBMSOT ¢

were as follows:

Basic
salaries, Retirement
allowances Share- benefit
and benefits based scheme
Fees in-kind payments contributions Total
BEXFHE -
R URGXMS BAREF
B|e BYR = 2RI ST Ast

HK$’000 HK$’000 HK$’000 HK$'000 HK$'000
BETT BET T BETT BETT BETT
I ——

Name of executive directors HITESHSR
Cai Lingli (note (a))  EEE (B zE (a) 133 - - - 133
Xia Yuki Yu (note (a))  Xia YukiYu (Fit7E (a) - - - - -
Huang Kunyan (note (b)) b (B =E (b)) - - - - -
Shum Chin Tong, ZRE
Peter (note (b)) (Pt 3% (b)) - 350 - - 350
Yau Wai Tak, Dennis  (note (b)) B4/ (Pif7E (b)) - 160 - 11 171
133 510 - 11 654
Name of non-executive director FHTEEH R
Lee Wa Lun, Warren  (note (c)) T (FsE () - - - - -
Name of independent BIYFHTESHSR
non-executive directors
Ng Hoi Yue (note (a)) mEF (Bt &t (a) 20 - - - 20
Tso Hon Sai Bosco  (note (a)) BEBE (FF3E(a) 20 - - - 20
Lee Kwok Leung (note (a)) =ER (Mi%E (@) 20 - - - 20
Leung King Yue, Alex (note (d)) REWH (FF&E(d)) 72 - - - 72
Tang Chi Chung, BEL
Matthew (note (d)) ((EAC)) 72 - - - 72
Wong Chi Keung (note (d)  EZH (B 5E(d)) 137 - - - 137
341 - - - 341
Subtotal for EEHH )G
Directors’
emoluments 474 510 - 1 995
Name of senior SREEEER
management
Mak Tat Ho Louis (note (e)) BER (Hi%E () - 100 - 5 105
- 100 - 5 105
Total for 2013 —E—=F45 474 610 - 16 1,100
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15. DIRECTORS’ AND SENIOR MANAGEMENT'S 15. EEREREEEMES &)
EMOLUMENTS (Continued)

Basic
salaries, Retirement
allowances Share- benefit
and benefits based scheme
Fees in-kind payments contributions Total
EXEE -
ERR RGO RURAER
e BNz Z I TR Fob
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

B¥TT BETT BT T BT B¥TT
_____________________________________________________________________________________________________________|

Name of executive directors HITESHSR
Huang Kunyan (note (b)) =L (FI3E (b)) = 3 - - 3
Shum Chin Tong, SRE
Peter (note (b)) (FI5E (b)) - 80 = = 80
Yau Wai Tak, Dennis  (note (b)) JRigy=¥et (B 5E (b)) - 64 - - 64
_ 147 - - 147
Name of non-executive director FEHTESEME
Lee Wa Lun, Warren  (note (c)) REG (M%) - - = = =
Name of independent BYFHTESHS
non-executive directors
Leung King Yue, Alex (note (d)) ps=g N (FFEE(d)) 60 - - - 60
Tang Chi Chung, B
Matthew (note (d)) (B &E(d)) 60 - - - 60
Wong Chi Keung (note (d)) e (EAC)) 150 - - _ 150
270 - - - 270
Subtotal for EEH G
Directors’
emoluments 270 147 - - 417
Name of senior mREEE R
management
Mak Tat Ho Louis (note (e)) BiES (Ft5E () - 240 - 12 252
_ 240 - 12 252
Total for 2012 —T-—F4F 270 387 - 12 669
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15.

16.

80

DIRECTORS’' AND SENIOR MANAGEMENT'S 15. EEREREEEMES &)
EMOLUMENTS (Continued)

Notes: 5T

(a)  Appointed with effect from 21 November 2013. @ EEEZZE—=Ft+t—AZt+—HREX-

(b)  Appointed with effect from 4 September 2012 and resigned with b)) ZEEZZ—-—FAANBEBRERKEEE=
effect from 21 November 2013. T—=F+—A-+—HEeEK-

()  Re-designated from executive director to non-executive director © WMROTEFENEGAFRTEFTE T
with effect from 4 September 2012 and resigned with effect from 21 ——FNAMBREN  RBEEE=-Z—=F
November 2013. T—AZ+—HBER-

(d)  Resigned with effect from 21 November 2013. d BEEZZE—=Ft—A=-t+—HBER-

() Mr. Mak Tat Ho, Louis was the Chief Executive Officer of the Group (e) HEFRFERAEEZITHAFBIIEARRAF]
but not a Director of the Company. The amounts disclosed above ZEE o EXHEZ SEBERMBETEREAR
included those for services rendered by him as the Chief Executive FiR RIS 2 £ 58 - A ABETHRA - 8
Officer. Mr. Mak resigned as the Chief Executive Officer with —E—=FRAA=T—HEEX-

effective on 31 May 2013.

INDIVIDUALS WITH HIGHEST EMOLUMENTS 16. REFMAL

The five highest paid individuals in the Group during the year FA - AEEREGEFTHALEE1RE
included 1 Director (2012: 1 Director and 1 senior E(ZE——F: —REEL—HNEE
management), details of whose emoluments are reflected in E) EMEER EXH TR - 5245
the analysis presented above. The emoluments of the (ZE—ZF :3B) AL ZHBNT :

remaining 4 (2012: 3) individuals are set out below:

2013 2012

—_E—= —E—_F

HK$'000 HK$'000

BT T BT
]

Basic salaries and allowances BEARE S KRG 2,752 918

Retirement benefit scheme contributions R {K4& Fl5H 2 5% 123 38

2,875 956

First Natural Foods Holdings Limited
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16.

17.

18.

INDIVIDUALS WITH HIGHEST EMOLUMENTS
(Continued)

The emoluments of the 4 individuals (2012: 3) fall within the
following band:

16. BREHMAL (@)

AR (ZF—ZF 38) ALHOFEMEAT

SEENA

Number of individuals

A"
2013

—Eg—=

2012
—E——4F

Nil — HK$1,000,000 B ICE T 2= 7 1,000,000 7T 2 3
HK$1,000,000 — HK$2,000,000 7S 1,000,000 7T 2 7 # 2,000,000 7T 2 -
4 3

During the years ended 31 December 2013 and 2012, no
emoluments were paid or payable to the five highest paid
individuals (including Directors and other employees) as an
inducement to join the Group or as a compensation for loss

of office.

(LOSS)/PROFIT FOR THE YEAR ATTRIBUTABLE
TO OWNERS OF THE COMPANY

The consolidated (loss)/profit attributable to owners of the
Company includes a loss of approximately HK$3,699,000
(2012: profit of approximately HK$371,446,000) which has

been dealt with in the financial statements of the Company.

DIVIDENDS

The Directors do not recommend the payment of a final
dividend for the year ended 31 December 2013 (2012: Nil).

HE-_T—=Fk=F—=—F+=-A=1+—
BIEMESE SEENENTREES
FMA T (BREESREMES)FHEH - SE
RMAREB R RE BRI F(E -

AR BEEABGFEE(ER)

2 A
RAREB AELGE (B1B),&FeiEs
A B 3,699,000t 2 BHE(ZE—ZF :
i3 F 4976 5 371,446,000 7T ) B 5T AR AR A F]
BT HRER o

. RE

EETEZRNBEE_ZT—=F+_F7
—t+t—HIEFEZRERE(ZE——4F:
) o
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19.

20.

82

(LOSS)/EARNINGS PER SHARE ATTRIBUTABLE
TO OWNERS OF THE COMPANY

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share attributable
to owners of the Company is based on the (loss)/profit for the
year attributable to owners of the Company of approximately
HK$14,953,000 (2012: profit of approximately HK$382,858,000)
and the weighted average number of approximately
400,246,000 ordinary shares (2012: approximately 140,139,000

ordinary shares) in issue during the year.

Diluted (loss)/earnings per share

Diluted (loss)/earnings per share for the years ended 31
December 2013 and 2012 is the same as the basic (loss)/
earnings per share as the Company did not have any dilutive

potential ordinary shares during the years.

RETIREMENT BENEFIT SCHEMES

The Group operates a Mandatory Provident Fund Scheme
(the “MPF Scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees employed
under the jurisdiction of the Hong Kong Employment
Ordinance. The MPF Scheme is a defined contribution
retirement scheme administered by independent trustees.
Under the MPF Scheme, the employer and its employees are
each required to make contributions to the MPF scheme at
5% of the employees’ relevant income, subject to a cap of
monthly relevant income of HK$25,000 with effect from June
2012, contributions to the MPF Scheme vest immediately.
Contributions paid or payable to the MPF scheme are

charged to the consolidated profit or loss.

The Group does not have any other pension schemes for its
employees in respect of the subsidiaries outside Hong Kong.
In the opinion of the Directors of the Company, the Group
did not have any significant contingent liabilities as at 31
December 2013 (2012: Nil) in respect of the retirement
benefits of its employees.

First Natural Foods Holdings Limited
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20.

2

BREX (BE) BR

RNAREB AEEERER(BIB) BT
RIBARRRHEA AREFE (B18) %54
75 #514,953,0007T (ZF — —4F : mAAB
& 382,858,000 7T ) N FF N B, 8647 3 3B AR N
15 £r £9400,246,000% ( = F — = F : 4
140,139,000 A% @A) 5T & °

BREE (BB BR

AR FEARRA R EEF AETEEHE L
TER - HEEZTE—=FR_T—_F
+ZA=t+—HUEFESRES(ER) &
MEGRER (E8),  BFER -

RKERIGHE
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RIRERBREERINFIZEEXENES
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21. PROPERTY, PLANT AND EQUIPMENT 21. Y%  BMERZE

Furniture Computer
Leasehold and hardware
improvement equipment and software Total
SHSES
HEH#E HEMEEE RE# #et
HK$'000 HK$'000 HK$'000 HK$'000
BT T BT BT BT
|
Cost 2%
At 1 January 2012 R-ZE——F—H—H 130 913 80 1,123
Additions NE - 49 29 78
Written off s = (800) = (800)
At 31 December2012and R=ZT——£F
1 January 2013 +-—A=+—HkK
—T—=%—HA—H 130 162 109 401
Additions NE - 1 1 2
At 31 December 2013 RZZE—=%F
+=-A=1+—8 130 163 110 403
Accumulated depreciation ZFHifE
At 1 January 2012 RZE——%—F—H 22 821 24 867
Charge for the year FRHk 26 33 33 92
Written off s - (795) - (795)
At 31 December2012and RZZE—_F
1 January 2013 TZA=T—HAK
—ET—=F—H—H 48 59 57 164
Charge for the year FRHM 26 30 37 93
At 31 December 2013 RZZE—=%F
+=A=+—8 74 89 94 257
Carrying amount AREE
At 31 December 2013 R-E—=%F
+=—A=+—H 56 74 16 146
At 31 December 2012 NRZTE——4F
+=-A=+—8 82 103 52 237
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22. GOODWILL 22. &
HK$'000
BT T
Cost RS
At 1 January 2012, 31 December 2012, WR=_Z——#%—fF—H —Z——F+-_A=+—8"
1 January 2013 and 31 December 2013 —Z—=F—A—A&k_ZF—=F+_A=+—H 6,098
Accumulated impairment losses ZREER
At 1 January 2012, 31 December 2012, HR=-_Z——%—HF—H - —%—:¢+:ﬂz+—a °
1 January 2013 and 31 December 2013 —Z—=F—HA—Ak_ZF—=F+_HA=+—H -
Carrying amount BREE
At 31 December 2013 7" —=®+=-—H=+—H 6,098
At 31 December 2012 R-_Z——F+—-_H=+—H 6,098
During the year ended 31 December 2010, the Group HE_Z—ZF+_A=1T—HILFE K

84

acquired the entire issued share capital of Orient Legend for
an aggregate cash consideration of HK$10 million. Details of
which had been disclosed in the 2010 annual report of the
Company.

Goodwill acquired in a business combination is allocated, at
acquisition, to the cash generating units ("CGUs") that are
expected to benefit from that business combination. Before
recognition of impairment losses, the carrying amount of
goodwill of approximately HK$6,098,000 (2012: approximately
HK$6,098,000) had been allocated to sales of food products
contributed by Orient Legend.

The recoverable amounts of the CGUs are determined from
value in use calculations. The key assumptions for the value in
use calculations are those regarding the discount rates,
growth rates and budgeted gross margin and turnover during
the period. The Group estimates discount rates using pre-tax
rates that reflect current market assessments of the time value
of money and the risks specific to the CGUs. The growth rates
are based on long-term average economic growth rate of the
geographical area in which the businesses of the CGUs
operate. Budgeted gross margin and turnover are based on
past practices and expectations on market development.

First Natural Foods Holdings Limited
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& 4758 6,098,000 ) WEK DB EZES
BRI EMERAIHE °

ReEL B IR BB AR EER
BENETE AEERABEEZIERRKRIE
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22.

23.

24.

GOODWILL (Continued)

The Group prepares cash flow forecasts derived from the
most recent financial budgets approved by the Directors for
the next five years with the residual period using the growth
rate of 4% (2012: 4%). The growth rate used to extrapolate the
cash flows beyond the five-year period is 0% (2012: 0%). These
rates do not exceed the average long-term growth rate for
the relevant markets.

The rate used to discount the forecast cash flows from the
Group's sales of food products is 15% (2012: 15%).

DEFERRED TAX

The components of deferred tax liabilities recognised in the
consolidated statement of financial position and the
movements during the current year are as follows:

22.

HE (%)
AREFL R HERN  DREGES
YRR AR 2 BOE HIR IR -
REA%ERE (B ——4F : 4%) - BBE
FHENRERERAERE%RE (-
— % 0%)  RERETRBE BT
FURIMERSE -

REEHERMERZBARESRE 2R
RE15%(ZF—_4F : 15%) °

. IRFERIE

ERGA MBIR SRR
SRERFRZ BT -

EEH AR RS

EEBRAE

Deferred tax liabilities

Other
temporary
differences
HitfRRER
HK$'000
BETIT

At 1 January 2012
Credited to consolidated profit or loss

for the year ended 31 December 2012 it AfZ A8

R-—ZE——F—H—H
HE—_ZT——F+-A=+—HItFE

11

M

At 31 December 2012, 1 January 2013 R—F——F+-_A=+—H ZF—=F—H—H

and 31 December 2013

At the end of the reporting period, the Group has unused tax
losses of approximately HK$10,444,000 (2012: Nil) available
for offset against future profits. No deferred tax asset has
been recognised in respect of such tax losses due to the
unpredictability of future profit streams. The unrecognised tax
losses may be carried forward indefinitely.

INVENTORIES

;rE—ZE—=F+-_HA=+—H 10

RIS HR - A5 B A] R 35 R 20 A A R
B) A B IE B 1B 4 /210,444,000 T (=
——F ) - ARARICHEFR A EORTER
M YERABARABERRETCHEAE
E o RB AR ARREAERELS -

24. 78

7
o FERE

Merchandise
Less: Allowance for inventories

2013 2012
—E—=F —E——F
HK$'000 HK$'000
BETT BT T
4,241 3,444
(1,846) -
2,395 3,444
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25. TRADE RECEIVABLES 25. FEWE 5 IR
The Group's trading terms with customers mainly comprise AREBHEF ZQ%{%?}(EE BEEERE
credit and cash on delivery. The credit terms generally range EfRAR  EEHBAENFI0E90HT
from 30 to 90 days. Each customer has a maximum credit % - BEEFH qxﬁ SIEEREE - FTREP
limit. For new customers, payment in advance is normally —RRZBETE AT IR o AR EE BB BRAS IR i R Uk
required. The Group seeks to maintain strict control over its Bz EURTE - B E S E B R s HARREK o

86

outstanding receivables. Overdue balances are reviewed

regularly by the management.

The aging analysis of trade receivables as at the end of the R|EHR - BRE SRR (HNREE) 2%
reporting period, based on the invoice date, and net of ZERHZEREROTOT ¢

allowance, is as follows:

2013 2012
—E-=F —E-C—F
HK$’'000 HK$'000
BT T BT T
_______________________________________________________________________________________________________________|
Within 1 month — (@A R 13,454 19,216
More than 1 month but within 3 months ~ Z R —{EF{E={E8 X 12,478 23,619
More than 3 months but within 6 months  ZR=1{#& BB /<E B A 17,582 12,522
More than 6 months but within 1 year ZIRNEBB—FRN 17,493 8,594
More than 1 year BHE—4&F 3,609 8,367
64,616 72,318
As at 31 December 2013, an allowance was made for R-ZBE—=F+—-A=+—8 ' & Fa
estimated irrecoverable trade receivables of approximately 1 5] fE Lk 2 55 B =R 4/ H BB 45 4974 5 2,200,000
HK$2,200,000 (2012: Nil). (Bt dm) o
Reconciliation of allowance for trade receivables: FE UG E 5 BR R B HE S BR ¢

2013 2012

—E—= —E——F

HK$'000 HK$'000

BET T BETIT
|

Allowance for the year FERHE 2,200 -

At 31 December RNt+t=—A=+—H 2,200 =

First Natural Foods Holdings Limited
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25. TRADE RECEIVABLES (Continued) . EIREZRR (&)
The aging analysis of trade receivables as at the end of the R|EHAR - REFZ A - BHEL &R
reporting period, based on the invoice date, that are past due RSB IEREREWE SR FRR ﬁj‘ﬁ
but neither individually nor collectively considered to be R

impaired are as follows:

2013 2012
=== —E——4F
HK$'000 HK$'000
RETT BETT
I
More than 3 months but within 6 months  Z R =& BB /<@ B A 17,582 12,522
More than 6 months but within 1 year ZHRANERAE—FA 17,493 8,594
More than 1 year B —F 3,609 8,367
38,684 29,483
Receivables that were past due but not impaired relate to a £ 360 HA (B 4 R (E B9 JiE U I8 B N 43 HA AR R
number of independent customers for whom there was no B REAR -

recent history of default.

The carrying amounts of the Group's trade receivables are ANEBEEUWE ZEER ZEEETIA RS
denominated in the following currencies: HE

2013 2012
—E—= —E——4F
HK$’'000 HK$'000
BET T BT T
|
Hong Kong dollars BT 11,874 18,020
US dollars 7T 52,742 54,298
64,616 72,318
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26. PREPAYMENTS, DEPOSITS AND OTHER 26. ENRIE  RERHMGEKRRIE

RECEIVABLES
2013 2012
=== —E——4F
HK$'000 HK$'000
BETT BT
|
Non-current assets IRBEE
Prepayment and deposit for Sincere Sincere Gold fhaz < FAR 5/ K&
Gold Agreement (note (a)) &% (M @) 23,375 26,375
Current assets REBEE
Prepayment and deposit for Sincere Sincere Gold i 2 BT R IRE
Gold Agreement (note (a)) (Fi7E (@) 3,000 3,000
Advances to suppliers PRz 25k 5,871 4,327
Rental and other deposits HehHMiRS 239 807
9,110 8,134
(@) On 5 October 2010, Pacific Prosper Limited (“Pacific @ RZE—ZTFE+HAB ~REZHE

BE2ENBARSAERAT(EE]D
%% 5] Sincere Gold % ' Bt - AF
HEzHSRERRES D A ABE
15,000,000 7T K 7% & 20,000,000 7T © 7
¥ 3,500,000 tER=F—ZF+—H

Prosper”), an indirect wholly-owned subsidiary of the
Company, entered into the Sincere Gold Agreement
pursuant to which the total rental for a five-year period
and security deposit are HK$15,000,000 and
HK$20,000,000 respectively. In November 2010,

HK$3,500,000 was paid and the balance of
HK$31,500,000 was paid in February 2011.

The operating lease commenced since mid-February
2011 and HK$3,000,000 (2012: HK$3,000,000) was
charged to consolidated profit or loss of the Group for
the year ended 31 December 2013. As a result, the
Group had remaining balances of rental prepayment
and security deposit of HK$6,375,000 and
HK$20,000,000 as at 31 December 2013, in which
HK$3,000,000 of the rental prepayment was classified as
a current asset and the remaining rental prepayment of
HK$3,375,000 and the security deposit of HK$20,000,000
are classified as non-current assets at the end of the

reporting period.

X - #R%EE 31,500,000 7T 2 5 =
T——E=P%f

KEHEG T ——F - A aHR -
7B #3000,000C( — T — —F : B
3000000 REE=_FT—=F+=
A=+—RLEFEEArERGEEE
A Bl R-ZE—=F+_A4
=+—H AEBESRBHESENK
TR B & 8258 78 5 6,375,000 70 I 6 5
20,000,0007T * EARRAARREHAR - 7
# 3,000,000 € B R E AR

& E K H R & T8 5 0B % 3,375,000
JC & AR 78 € 7 1 20,000,000 7T 5 22 B
EMEEE °
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27. BANK AND CASH BALANCES 27. BITRBEEEHR

2013 2012

—E—=F —T—_—F

HK$'000 HK$'000

BET T BT T
|

Cash at bank and in hand RITRFHERE 75,705 66,952
As at 31 December 2013 and 2012, the bank and cash R-B-—=ZFRZF-—_F+ZA=+—
balances of the Group were denominated in the following B - AREZRT KRR ERIA T BB

currencies: & -

28.

2013 2012
—EBE—=f —E——4F
HK$'000 HK$'000
BETT BT T
I ——
Hong Kong dollars BIT 59,890 57,001
US dollars X7 12,008 3,782
Renminbi AR 1,261 4,975
Euro BX T 2,546 1,194
75,705 66,952
TRADE AND BILLS PAYABLES 28. BHEZREEBERN
The aging analysis of trade and bills payables as at the end of RIBEER - ENESMNEERFIZEER
the reporting period, based on the invoice date, is as follows: HR 7 BRER DATAO T ¢

2013 2012
—E-=F —E-CfF
HK$'000 HK$'000
BET T BEET T
|
Within 1 month — (@B 7,977 4,694
More than 1 month but within 3 months ZR—EBE=EF A 8,553 8,702
More than 3 months but within 6 months  Z R =1@& B1875@ B " 4,465 2,129
More than 6 months but within 1 year ZRANEAEBE—FR 634 -
More than 1 year B —4F 1,539 342
23,168 15,867
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28.

29.

90

TRADE AND BILLS PAYABLES (Continued) 28. BEHEZREEBRR &)
The carrying amounts of the Group's trade and bills payables AEFEMNEZREBERAXZBREETIAT

are denominated in the following currencies: P EHEEHE -

2013 2012
—E-=F —E-C—F
HK$'000 HK$'000
BET T BEET I
|
Hong Kong dollars BIT 7,530 3,878
US dollars ETT 15,638 11,989
23,168 15,867
ACCRUALS, OTHER PAYABLES AND DEPOSITS 29. FEst 31 HttENHERE K
RECEIVED B"E
|
2013 2012
—E—= —FT——4F
HK$’'000 HK$'000
BET T BETIT
|
Accruals and other payables FE 5T /I8 I B fth FE 5 5/ IR 9,783 3,905
Deposit received Bz E 3,866 3,427
Amounts due to directors of the FENHBARIESERIE
subsidiaries (note (a)) (K5 (a)) 909 683
14,558 8,015
Note: 5T -
(@) The amounts due to directors of the subsidiaries are unsecured, (@) ERNBARESRELERR 22 8&E
non-interest bearing and has no fixed terms of repayment. TEBIHE] o

First Natural Foods Holdings Limited
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30. SHARE CAPITAL

The Group's objectives when managing capital are to
safeguard the Group's ability to continue as a going concern
and to maximise the return to the shareholders through the

optimisation of the debt and equity balance.

The Group sets the amount of capital in proportion to risk.
The Group manages the capital structure and makes
adjustments to it in the light of changes in economic
conditions and the risk characteristics of the underlying
assets. In order to maintain or adjust the capital structure, the
Group may adjust the payment of dividends, issue new
shares, buy-back shares, raise new debts, redeem existing

debts or sell assets to reduce debts.

30. R#&

AEEEREAZ BIERBERANKE LR
BRENMBEBAVWERERLERTE &
EBRSBIRER

AEEZERERETEATHE - ARER
ERBEANES MR EE AR - &
BEARBUFLRAE - BERHARBRER
RiE - AKERBERHEBREDIR « BITHK
o~ EEEkD - EEHE - BERAEEK
HEBERME -

2013 2012
=== —E——4F
HK$'000 HK$'000
BETT BT T

Authorised: YIE -
800,000,000 ordinary shares of
HK$0.01 each (Note (i)

Issued and fully paid: BEEITREE
400,246,274 ordinary shares of

HK$0.01 each

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled to
one vote per share at meeting of the Company. All ordinary
shares rank equally with regard to the Company’s residual

assets.

800,000,000 &% & i E &
B 0.01 T2 BB (M () 8,000 8,000

400,246,274 R = R% (&
BE0.01 T2 @R

4,002 4,002

EREFEAERERIEERZEE - I
FAARRAEHBR —R2REE -FIEY
BEHARB ZHGEERG RSN -
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30. SHARE CAPITAL (Continued)

Movement of the number of shares issued and the share

92

capital during the current and prior years is as follows:

30. BA&(#)

REE RBEEEERTROKE REAR
EpNE
Number of

shares issued  Share Capital

At1J

Capital restructuring (Note (i)

Share subscription (Note (ii))
Open offer (Note (i)

Issue

At 31

and 31 December 2013

Notes:

anuary 2012 R-_ZE——F—H—H

PR E AR (KTEE®)

B 15 7R EE (PR (i)
AFREE (BEE (i)

of creditors shares (Note (iv))

FITERRARD (M (v)

December 2012, 1 January 2013 A—E——F+—A=+—H -

—F—=F—A—HK

—F=f+ZA=t—H

The capital restructuring of the Company took place became
effective on 7 August 2012 which comprised the following:

Capital reduction

The capital reduction involved a reduction of the par value of each
share from HK$0.05 each to HK$0.000125 each which gave rise to a
credit of approximately HK$59,148,000 on the basis of
1,185,914,889 shares in issue. Such credit was permitted by the
Companies Act 1981 of Bermuda to set off part of the accumulated
losses of the Company.

Capital cancellation

Immediately following the capital reduction, the remaining
authorised but unissued share capital of the Company of
814,085,111 unissued shares of par value of HK$0.05 each
amounting to an aggregate of approximately HK$40,704,000 was
cancelled in its entirety resulting in the authorised and issued share
capital of the Company being reduced to approximately
HK$148,000, divided into 1,185,914,889 shares of par value of
HK$0.000125 each.

Share consolidation

The share consolidation was implemented to consolidate every 80
issued shares of par value of HK$0.000125 each into one share of
par value of HK$0.01 each. As a result, 1,185,914,889 issued shares
of the Company were consolidated into 14,823,936 shares of
HK$0.01 each.
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30. SHARE CAPITAL (Continued)

Notes: (Continued)

i)

(i)

(iii)

(iv)

(Continued)

Share premium cancellation

The entire amount of approximately HK$299,181,000 standing to
the credit of the share premium account of the Company as at 31
December 2011 was cancelled and applied to set off part of the
accumulated losses of the Company as at 31 December 2011
permitted by the Companies Law of Bermuda.

Increase in authorised share capital

The authorised share capital of the Company was increased from
HK$148,000 to approximately HK$8,000,000 by the creation of
approximately 785,200,000 new shares of HK$0.01 each.

Share subscription

Completion of the share subscription took place on 4 September
2012 pursuant to which 266,830,850 subscription shares were issued
to Groupwill Holdings Limited at the subscription price of
HK$0.5622 per subscription share with the par value of HK$0.01
each. Accordingly, the Company's issued share capital was
increased by approximately HK$2,668,000 and its share premium
account was increased by approximately HK$147,344,000. The
transaction costs related to the share subscription was
approximately HK$75,000.

Open offer

Completion of the open offer took place with 103,767,552 offer
shares issued under the open offer on the basis of seven offer
shares for every one share held by the qualifying shareholders after
completion of the capital restructuring at the subscription price of
HK$0.5622 per offer share with the par value of HK$0.01 each.
Accordingly, the Company's issued share capital was increased by
approximately HK$1,038,000 and its share premium account was
increased by approximately HK$57,300,000. The transaction costs
related to the open offer was approximately HK$1,750,000 . The
offer shares were issued on 4 September 2012.

Issue of creditors shares

The scheme of arrangement with the Company's creditors became
effective on 4 September 2012 upon the sanction by the Hong
Kong Court and the Supreme Court of Bermuda held on 16 May
2012 and 18 May 2012 respectively, pursuant to which
approximately 14,824,000 creditors shares were issued to the
nominee of scheme administrators of the aforesaid scheme of
arrangement at the deemed issue price of HK$0.5622 per creditors
share with the par value of HK$0.01 each and credited as fully paid.
Accordingly, the Company’s share capital was increased by
approximately HK$148,000 and its share premium account was
increased by approximately HK$8,186,000.

30. BA&(#)
FisE : ()

(0]

(ii)

(iii)

(iv)
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31. RESERVES
(@) Group

The amounts of the Group's reserves and movements

therein are presented in the consolidated statement of

profit or loss and other comprehensive income and

consolidated statement of changes in equity.

(b) Company

31. &
(a)

A%E
XL PRV EYE
A3 R R AR R
BAR -

LT

BEREZE

o A s N2 sy
REEm

|
Share Accumulated

At 1 January 2012 RZE—=—F—H—H
Total comprehensive income FANEHBA L
for the year
Capital reduction XA HI
Share subscription B fn R RS
Transaction costs related to BEBRNRBEIR S
the share subscription PR
Open offer AHREE
Transaction costs related to BARAEEZRS
the open offer BX7R
Issue of creditors shares BITEREARD
At 31 December 2012 RZE—=F
+=ZA=+—H
At 1 January 2013 R_E—=F—A—H
Total comprehensive EN2HER A
expenses for the year
At 31 December 2013 R-_T—=%F
+=ZA=+—H

94 First Natural Foods Holdings Limited
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premium losses Total

vyt RitE®E Ast

Notes HK$'000 HK$'000 HK$'000
B EE BT BT BT
299,181 (818,050) (518,869)

- 371,446 371,446

30 (i) (299,181) 358,329 59,148
30 (ii) 147,344 - 147,344
30 (ii) (75) - (75)
30 (iii) 57,300 - 57,300
30 (iii) (1,750) - (1,750)
30 (iv) 8,186 - 8,186
211,005 (88,275) 122,730

211,005 (88,275) 122,730
- (3,699 (3,699)

211,005 (91,974) 119,031
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31. RESERVES (Continued)

(c)

Nature and purpose of reserves of the Group

(i)

(ii)

Share premium

According to the Bermuda Companies Act 1981,
the funds in the share premium account of the
Company are not distributable to the shareholders
of the Company. The share premium account may
be applied by the Company in paying up unissued
shares of the Company to be issued to members
of the Company as fully paid bonus shares; or in
writing off the preliminary expenses of the
Company, or the expenses of, or the commission
paid or discount allowed on, any issue of shares or
debentures of the Company; or in providing for
the premiums payable on redemption of any

shares or of any debentures of the Company.

Merger reserve

Merger reserve represents the difference between
the nominal value of the share/registered capital
of the subsidiaries acquired, pursuant to the
reorganisation scheme which rationalising the
structure of the Group for the listing of the
Company’s shares on The Stock Exchange of
Hong Kong Limited over the nominal value of the
share capital of the Company issued in exchange
therefore. Upon completion of the restructuring
agreement on 4 September 2012, the whole
amount of the merger reserve of approximately
HK$38,900,000 was transferred to accumulated

losses of the Group.

31. #E &)
() &£
(i)

(ii)

EREEEERAR
R 1758

RIBERERRDA—NNA— K
REIREERES T DIKRT
RRBRR - RARBHEAR
BIHREITRG - ARARRIR
REBEITHRAR : HEHART
RFEHRE B BITAR B KM K
BERENFAX MBI
1 KBEESEARBEMR R K
EAAI B R A N R R
RAF A BAROEER

BOfHEE
RHHREBEE KB B AR 2
A/ AMRAEEREER D RRIE
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32.

33.

34.

35.

96

MAJOR NON-CASH TRANSACTION

There was no major non-cash transaction for the year ended
31 December 2013. During the year ended 31 December
2012, change in the amount of accruals, other payables and
deposits received as shown in the operating activities of the
consolidated statement of cash flows included an amount of
approximately HK$6,183,000 relating to the finance costs of

bank borrowings.

COMMITMENTS

Operating lease commitments

At the end of the reporting period, the Group had the total
future minimum lease payments under non-cancellable

operating leases in respect of land and buildings as follows:

32.

<

FEFBRERS
HE_Z-—=ZF+_A=1+—HLLEETE
FEFBERH -HE-_T——F+_-A
=+—HIEFE - BETRIE - EMERNKIE
MEWERENGERERER I ECEERKRA
T S BERITEFMEE ZREK
RPTH K B & BB A 6,183,000 7T ©

i

REHEAORE
RI|BERR - REBERE LI RETZ A
RELLHONARRREEROES@EN
T

—FA
—FRERDFA

Within 1 year
After 1 year but within 5 years

The leases typically run for an initial period of one to two

years. None of the leases includes contingent rentals.

CONTINGENT LIABILITIES
As at 31 December 2013, the Group did not have any
significant contingent liabilities (2012: nil).

PLEDGE OF ASSETS
As at 31 December 2013, the Group did not have any pledge
of assets (2012: nil).

First Natural Foods Holdings Limited
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34.

35.

2013 2012
—E—= —E——F
HK$'000 HK$'000
BET T BT
579 824

33 543

612 1,367

ZEMEZTHAR/—E_FFHIF
HpwEERHESEKAEE

HAREE
RZB—Z=F+A=+—0 AEELE
ERERKREBE(ZE—ZF : &) -

EEERR
RZZE—=F+-A=+—0 ~EELE
EMEERR(ZT——F  £)-
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36.

37.

RELATED PARTY TRANSACTIONS 36. BEALRS
Remuneration for key management personnel of the Group, AEBEXTZEBAENMNE  2IEBOMTE
including amounts paid to the Company’s Directors and the SFBEBRINTARRESREREEE -
senior management as disclosed in note 15 and all of the NEMFIMBEEMEx = MEENS
highest paid employees as disclosed in note 16, is as follows: BT
2013 2012
=== —E——4F
HK$'000 HK$'000
BET T BT T
_______________________________________________________________________________________________________________|
Short-term employee benefits % E B R A 3,836 1,575
Post-employment benefits BB & 48 A 139 S0
3,975 1,625
None of the above related party transactions constitutes a BHE FiiE A TR SEK—IBA T IHER
discloseable connected transaction as defined in the Listing ER S (FEER B -
Rules.
EVENTS AFTER THE REPORTING PERIOD 37. {EHIBER
Increase in authorised share capital Sk RE BR S 12 4
The authorised share capital of the Company was increased R-ZFE—ME—H =+ H ' KAFZET
to HK$16,000,000 by the creation of an additional 800,000,000 R ESBEEINEERAZ BB LHR
ordinary shares of HK$0.01 each in the share capital of the 1% - ARDEEE IR (D 18 10 2 4 8 16,000,000
Company after the ordinary resolution in relation to the IC 7 I AR R A 7 R 7N 1 25 800,000,000
increase in authorised share capital were duly approved by R FRREEEE0.01 T2 T @mI% > °
the independent shareholders of the Company on 24 January
2014.
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37.

98

EVENTS AFTER THE REPORTING PERIOD
(Continued)

Completion of major and connected transaction

On 24 January 2014, the ordinary resolutions in relation to the
sale and purchase agreement dated 27 November 2013 (the
"S&P Agreement”) made between the Company and Ms. Cui
Limei (“Ms. Cui”) in respect of the acquisition by the
Company of one ordinary share of US$1.00 each fully paid in
the issued share capital of Excel Earth and the interest-free
demand loan in the principal amount of HK$18 million owing
by Excel Earth to Ms. Cui as at the date of the S&P Agreement
and the transactions contemplated thereunder were duly

approved by the independent shareholders of the Company.

Subject to the fulfillment or waiver of the conditions set out in
the S&P Agreement, the Company will issue the zero coupon
convertible note(s) in the aggregate principal amount of
HK$400 million due on the sixteenth anniversary of the
completion date of the Acquisition (the “Convertible Note(s)")
to Ms. Cui or her nominee(s) in accordance with the terms and
conditions of the S&P Agreement.

The completion of the Acquisition took place on 19 March
2014 in accordance with the terms of S&P Agreement (the
“Completion”). Following the Completion, Excel Earth has

become a wholly-owned subsidiary of the Company.

Share subdivision and change in board lot size

On 19 March 2014, the Board proposed the Share
Subdivision. Upon the Share Subdivision becoming effective,
the authorised share capital of the Company will be
HK$16,000,000 divided into 32,000,000,000 Subdivided
Shares, consisting of 8,004,925,480 Subdivided Shares which
will be in issue and fully paid or credited as fully paid, and
23,995,074,520 unissued Subdivided Shares, assuming that no
further shares are issued or repurchased after 19 March 2014

and prior to the Share Subdivision becoming effective.

The Board further proposed that, subject to and upon the
Share Subdivision becoming effective, the board lot size be
changed from 5,000 shares to 10,000 Subdivided Shares.

First Natural Foods Holdings Limited
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38. PARTICULARS OF THE SUBSIDIARIES OF THE
COMPANY

Particulars of the Company’s subsidiaries as at 31 December

38. XAFIMBARZHE

ARFAMBAAN-F—=F+=A=+—
A Z BT -

2013 were as follows:

Percentage of
ownership interest/
voting power/

Issued and
paid-up capital/

Place of
incorporation/

Name registration registered capital profit sharing Principal activities
FsEmERER
AR ERITREE RERE LR
=L Facih it R AR E A ZEDL FTEXK
2013 2012
—E—= —ET——fF
__________________________________________________________________________________________________________________________________|
Supreme Wit Limited British Virgin 1 ordinary share 100% 100% Investment holding
SEHAB QA Islands of US$1 each REEK
RBRAHE 1 SEE
1ETZ TR
Trendy Leader Limited Hong Kong 1 ordinary share 100%* 100%* Trading and
BEARAT B of HK$1 each processing of
18 - SREE food products
BT BEENIIRM
E AR Em
Highest Rich Limited Hong Kong 1 ordinary share 100%* 100%* Inactive
SEAR AR BB of HK$1 each Tmax
1% - SRREE
BT
AR
Pacific Prosper Limited Hong Kong 1 ordinary share 100%* 100%* Investment holding
BEBRAR BB of HK$1 each REERK
18R - BREE
BEITZ
Rl
Orient Legend Hong Kong 10 ordinary shares 100%* 100%* Trading of food
International Limited &/ of HK$1 each products
EEBREREBERAR 10/ - BREE BEERMEM
BT
E AR

* WEMBARBARRREEREE

* These subsidiaries were indirectly held by the Company.

39. AMOUNT DUE FROM A SUBSIDIARY 39. MRULHIE 2 AR -
The amount due from a subsidiary is unsecured, interest-free E&E\WW%’D\ET&KIH%EW R B R EE &
and had no fixed terms of repayment. T

40. APPROVAL OF FINANCIAL STATEMENTS 40. #Ht/EMBERE

ZUBHRREN —_T-OF=A_+HBEE
EEgHERRETE -

The financial statements were approved and authorised for
issue by the Board of Directors on 24 March 2014.
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Financial Summary

MBHE

The following table summarises the results, and the assets and AEEHE+-_A=+—HIABAFESEZE
liabilities of the Group for each of five years ended 31 December: BEUREBEE;BEHIINTE :

RESULTS RE

For the year ended 31 December
BZE+-A=+—HLEE
2009 2010 2011 2012 2013
—FENEF —TITF —FT—— —T——F ZEB-=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETIT B¥®TRT B¥TT BE¥TT EB%¥Tn

Turnover = 2,882 162,197 881,291 651,562 544,824
Profit/(loss) before tax BRESRm A (E518) (16,052) (3,557) 5,967 385,200 (14,951)
Income tax expenses PRISHiR X - (1,260) (3,225) (2,342) )

Profit/(loss) for the year VIN/NETEZZ =N

attributable to owners E{EE
of the Company wHL(E8) (16,052) (4,817) 2,742 382,858 (14,953)
ASSETS AND LIABILITIES EERAEE

As at 31 December
R+=A=+—H
2009 2010 2011 2012 2013
—EENE —T-TF —T——F —T-—_F ZB-Z=F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BT T BT BT BT T BT T

Total assets BB E 10,449 74,128 132,047 184,486 183,271
Total liabilities BEE (445,595) (514,099) (569,276) (23,998) (37,736)
Net assets/(liabilities) BE/(8&)

EER (435,146) (439,971) (437,229) 160,488 145,535

100  First Natural Foods Holdings Limited
E—RARMBBRAT*
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