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CHAIRMAN’S STATEMENT
EV £ 80

| am pleased to present to you the annual report of Jinchuan Group
International Resources Co. Ltd (“Jinchuan International”, or the “Company”;
together with its subsidiaries, collectively referred to as the “Group”) for the
year ended 31 December 2011. 2011 was the first year of operation after

the Company was acquired by Jinchuan Group Joint Stock Limited* < JI| &

B D AR A A (“Jinchuan Group”)(formerly )| £ B A BR A 7)), a state-
owned enterprise with its majority interest held by the People’s Government
of Gansu Province. It is a year of transition, where the Company continued to
move towards the mining and mineral resources sector. During the year under
review, our core businesses remained as Cosmetic & Beauty and Property
Investment and Development.

AARARZZ)IEBEEERBR 2B ([2)IBER]SIARE]
BEREMBARSHERIAEE B E_T——Ft - A=1T—"HILFE
ZFEHR —_T——FEARAFETINEBRNDBRRA(Z)NIER])
(IR REERARD KNBER . EEAKEFE 2 /IIFER—HH
HEEARBAEAEAZHEGZEGEE - ERBNBEN—F  FA
ARFEERNRBEMEEERTEEE REBFEA  ARFZZD
EBNRmmERETANENERE RER -

*  For identification purpose only (£ %% 5/
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Jinchuan Group is committed to develop the Group as
its flagship for undertaking overseas operations in the
exploitation of mining assets and related trading. Conversion
from the Group's existing businesses to a mining and mineral
resources operation is still underway. We have stepped out few
strategic moves during the year towards our goal of business
transformation:

1)

In May 2011, the major Macau property interest was
disposed of at a gain of HK$0.8 million. The realization
of this one of the two property assets was in line with the
Group's strategic action plan and in our favour given a
uncertain shortcoming property market in Macau;

In August 2011, the Company sought its independent
shareholder approval on the proposed continuing
connected transactions regarding the sale of mineral and
metal products from the Group to Jinchuan Group. The
overseas purchase procurement for Jinchuan Group can
help boost the ongoing move towards the mining and
mineral resources sector and broaden the revenue base of
the Group; and

In the same month, senior management personnel well
versed in metal trading industry with over 20 years of
experience was added to our management team. It is
expected that more and more industrial expertise with in-
depth international vision will be brought in to the Group
to propel the Group’s expansion of overseas projects.
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CHAIRMAN’S STATEMENT
EV £ 80

At the same time, as a proof of our improved measures like
taking tightening cost control, the performance results of
existing Cosmetic and Beauty business for the year had been
improved as compared with prior year before acquisition of the
Company by Jinchuan Group. The continuing change in focus
on Mainland city market and redevelopment of distribution
channels hope to help turn around the severe loss making
situations over the past few years.

Under the relevant 12th Five-Year Plan (2011-2015) released
at end of January 2012, the People’s Republic of China (the
“PRC") intends to improve the structure of its non-ferrous
metal industry. The PRC government will promote overseas
investment and control domestic output volumes. Both copper
and nickel are the kinds of base metal on the list of the
above measures. More overseas investments are encouraged
which lead to more acquisitions of international resources
by Chinese enterprises. As the top nickel producer and the
third copper producer in the PRC, Jinchuan Group’s fully
integrated operations from upstream mining to downstream
metal processing empower its advantage in seizing suitable
overseas acquisition opportunities. The recent secure of sizable
mining investment in South Africa by Jinchuan Group has
demonstrated its ability to get in line with the policy promoted
by the central government. With the forthcoming expansion
of large scale processing capacity by erecting a new smelting
plant for copper and nickel in a coastal city in the PRC, there
would be more demand of overseas resources to be imported
by Jinchuan Group. The Group’s business development would
be benefited from the Jinchuan Group’s additional offshore
investments and supply of raw materials according to the
direction the central government is pursuing. We hope to
accelerate the growth of the Group into a non-ferrous metal
player along with the recognition of Jinchuan Group in the
PRC. One of the awards, Industrial Grand Award, accredited
by the central government in 2011 evidenced the industrial
leading position of Jinchuan Group in the PRC.
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APPRECIATION

On behalf of the Board, | would like to express my sincere
gratitude to our dedicated staff for their outstanding services
rendered during the year, as well as our shareholders for
their continual support and the confidence they have in us.
The transformation of the Group into an international mining
company is not an easy task. A lot of hurdles ahead require our
combined efforts to overcome them. The Group would expect
more mining and mineral talents are added to our staff force to
strengthen a winning team to tackle these hurdles. Additional
investors are welcome to contribute to achieve our common
goal of generating a higher return to our shareholders.

Finally, our special thanks go out to the People’s Government

of Gansu Province for their tremendous support to Jinchuan
Group and Jinchuan International.

Yang Zhigiang
Chairman of the Board

Hong Kong, 14 March 2012
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MANAGEMENT DISCUSSION AND ANALYSIS

o B o s B g e

BUSINESS REVIEW

The Investment in the Company by Jinchuan Group Joint
Stock Limited* &)l &£ E 1D B R A Fl(Formerly as &)l &£ E
BRA7])(the “Jinchuan Group”) in November 2010 marked
the Company’s strategic intention to shift its business into
the mining and mineral resources sector. With effect from
12 January 2011, the name of the Company changed from
“Macau Investment Holdings Limited” to “Jinchuan Group
International Resources Co. Ltd &) IS BB ERBRAE". It
signified the Company to operate as Jinchuan Group’s flagship
for undertaking its overseas operations in mining assets
investment and mineral and metal trading in the region and
across the world.

Notwithstanding the Company’s ongoing move towards the
mining and mineral resources sector, the Cosmetic & Beauty
and Property Investment & Development segments continued
to be the core businesses of the Group in 2011. The details
of their results of operations for the year ended 31 December
2011 are as follows:

Cosmetic and Beauty

Our Cosmetic and Beauty segment is represented by CMM
International Group Limited and its subsidiaries (the “CMM
Group”), which are engaged in cosmetic and beauty products
distribution as well as the related beauty center services and
beauty school tuition services in both Hong Kong and the PRC.
It is a leader in beauty trends through providing innovative
beauty services, skin care and cosmetic products to retail
customers and educating beauty professionals in beauty
schools.

In Hong Kong, the beauty school operations conducted by
CMM Monita academy division had seen growth in revenue
and numbers of students. Besides the continuation of
professional skin care and make up courses, new diversified
courses like wedding and event management, and bridal
services had been well accepted. Training co-operations with
DFS Hong Kong Limited under the beauty school operations
had also been successful. In the coming year CMM Monita
academy will continue to develop courses for the professionals
in the beauty industry and provide better opportunities to
enhance their career path with the specialised education.
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2011, in the PRC market CMM retail brand continues to be
our best selling brand. Besides the traditional department store
counter distribution, there had been successful promotion on
our online shop CMM.tmall.com and TV direct sells in various
TV shopping channels. CMM retail brands had also been
seeking alternative distribution channels in China including
the beauty chain store channel in the 2nd and 3rd tier cities.
The Company will continue to develop brand presence in the
market through these channels.

CMM Group has over 40 years of brand tradition and
experiences in the beauty industry in this market. CMM Group
will continue to produce the best quality beauty products,
provide the best professional beauty services and best industry
training to ensure that CMM Group continues to be a market
leader in China and Hong Kong.

Property Investment and Development

Along with the Company’s strategic intention to focus its
business in the mining and mineral resources sector, the
Company disposed of its indirect equity interest in one of its
two Macau property projects in May 2011, from which a gain
of HK$0.8 million was realised. After the end of the year, the
remaining property assets of the Group was also realised with
a HK$0.3 million gain.

FINANCIAL REVIEW

Except for other income & gains of HK$9.8 million, costs
associated with equity-settled share options of HK$1.0
million and administrative expenses of head office in Hong
Kong amounting to HK$15.9 million, the Group's operating
results for the year ended 31 December 2011 are primarily
contributed by its Cosmetics & Beauty segment operated by
the CMM Group.

Revenue and gross profit

The revenue for the year ended 31 December 2011 was
HK$129 million, an increase of 2% as compared with HK$127
million in the prior year. The growth in revenue during the year
was resulted from significant growth in service income from
providing beauty tuition courses and cosmetic services but
offset by decrease in sales of cosmetic products.

Improvement of gross profit margin from 57% in prior year
to 68% in current year was also due to the increase in higher
margin service income proportion in the total revenue mix.
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MANAGEMENT DISCUSSION AND ANALYSIS

o B o s B g e

Other income and gains

Other income and gains increased in 2011 compared to prior
year mainly due to increase in bank interest income by HK$6.1
million and exchange gain by HK$2.2 million. Majority of
the financial resources pending investment in mining assets
were placed as bank deposits which thus gave rise to a higher
interest income and exchange gains than those of prior year's.

Selling and distribution costs

The decrease in selling and distribution costs of HK$5.5 million
is mainly due to cost cutting measures carried out by CMM
Group upon rationalisation of its sales outlets during the year.
Salaries of sales staff decreased as CMM group secured new
distributor and thus reduced the headcount of sales staff. To
align with the strategic focus on target market, some outlets
were closed and resulted in a drop in depreciation on sales
counter and rental expenses. The cost cutting measures also
extended to the curtail of advertising fees.

Administrative expenses

The predominant reason for the increase in administrative
expenses by 20.3% to HK$59.7 million from HK$49.6 million
in prior year is mainly due to the increase in promotional
expenses in launching a ceremony in Hong Kong in February
2011, the Group invited guests from the politics and business
arena to witness the milestone upon its change of business
focus and name of the Company. Other increases include
the office salary and rental expenses, as well as redundancy
payment for sales outlets cessation.

Liquidity, Financial Resources and Capital Structure

As at 31 December 2011, the Group had cash and bank
balances of approximately HK$714 million as compared to
HK$631 million as at 31 December 2010. The interest-bearing
bank borrowings of the Group of HK$23 million is due within
one year.

For the year under review, the Group generally finances its
operation with internally generated cash flows and equity.
The Company’s issued share capital as at 31 December 2011
was HK$27,548,731 and the number of its issued ordinary
shares was 2,754,873,051 shares of HK$0.01 each. During
the year, the Company has issued 26,400,000 ordinary
shares by means of full exercise of all outstanding share
options which generated proceeds of HK$15.6 million. In
May 2011, the disposal of its interest in one of its two Macau
property projects and the related shareholder loan assignment
generated HK$78.0 million (in aggregate). The Group is in a
net cash position as at 31 December 2011.

JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD | ANNUAL REPORT 2011

Hab g A R U

T —FZEMRARKSEHEFHALE
FrIghn - £ Z2RRIRITH B KE K =5
A6 1B EBIT K2 2B & BT - K3
NRERREBRHEEZHBEEREGFTAAR
IER 0 EmE R S K& 5 ek bt K F 18
e

HERDHEER

HELRDHERRASSAEET  TEHRN
CMME B R A FE &SRB HEPTER KT
RARBE R - HEBTHERD  HER
CMMEESAF DiEm MR HER THA
FrER - RIS TN BIRMS - B0 P&
ETRME EHEEBZITERBESHAM
Do RABRERTBAZER SRS

THEX
THAYHEFZ49.6E 8B TIEMN203%E
S5O.7TEBEL FERR-_T——F_AER
RS EA CHEBRIGMAN  A%E
BERASAZELMEE  RERNAGER
BEHERLERATE B2E o EaigNEH
BRERAZEHELTEEEBAURBEENERE
¥AELZENE -

ESheM BBERRERE

W_ZE——F+_-A=+—0 AEEHEH
S RIBITHFERO714E5EB T M_T—ZF
+-A=+—HEAEEET - AEER
—FREBAZFTERITERAE2IBEET -

REBEFE  ASEBBEEUAABEEZRESN
MEREREEED ARARZTE——F
T A=T—HZBBITIRAR27,548,731/%
UL BEEITEBREE /2,754,873,0518% ¢
BRR0.01EBIT - FA » ARFIEBREMEITE M
RITEBAREEE1726,400,00008 B © 315
We15.6B8B L R_TE—FHA BB
HEARAEMERMEBEBEEP —@2
B REEEBEREER & H8EF1kET78.0
BAEAT AEBR-_ZT——F+-_A=+—
A& FRESAHBAMEE -



MANAGEMENT DISCUSSION AND ANALYSIS

Material acquisitions and disposals of investments

In May 2011, the Group disposed of its available-for-sale
investments, being its entire equity interest in a wholly-
owned subsidiary which held interest in one of its two Macau
property projects, together with the related shareholder loan
assignment, for a total cash consideration of HK$78.0 million.

Save as the above, the Group had no other material
acquisitions or disposals of investments during the year under
review.

Significant capital expenditures

Save for the purchase of property, plant and equipment for
HK$4.7 million in the Cosmetic and Beauty segment, there
were no significant capital expenditures for the year ended 31
December 2011.

Details of charges on the Group’s assets

The Group’s buildings and prepaid land lease payments with
net book values of HK$15.7 million and HK$4.7 million,
respectively, were pledged to secure general banking facilities
granted to the Group.

Contingent liabilities
The Group had no material contingent liabilities as at 31
December 2011.

Foreign exchange exposure

During the year under review, since the Group generated
most of its revenue from sale of goods and provision of service
in Hong Kong and the PRC, the proceeds of which were
denominated either in Hong Kong dollars or Renminbi, and the
Group’s payments for purchases of materials and salaries were
either made in Hong Kong dollars, Renminbi, or Hong Kong
dollars pegged currencies, the Group has not entered into any
transactions for hedging purposes and the Group's foreign
currency exposure is minimal. The Group monitors its exposure
to foreign currency risk and will consider hedging such risk if
necessary.
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MANAGEMENT DISCUSSION AND ANALYSIS

o B o s B g e

PROSPECTS

With a strong industrial presence of Jinchuan Group in the
non-ferrous metal worldwide, the Group is eager to build up
its overseas mining asset portfolios to shoulder its delegation
by Jinchuan Group as a flagship for undertaking of overseas
mining and mineral resources operations. Mining investments
involve sizable capital and, therefore, critical industrial studies
and financing considerations are always cautiously conducted
before securing a target. In parallel with that, the Group
intends to deploy more trading effort to activate its sales of
mineral and metal products. Additional customer channel will
be explored externally. We believe that the boosting up of
trading revenue is the fastest means in scaling up the Group
as a non-ferrous metal operator. We will pay more attention
to accelerate our trading activities in year 2012 to catch
up the scale, and derive more revenue through the on-sale
to Mainland customers taking advantage of prevailing low
financing cost in Hong Kong as compared to Mainland.

Diversification of the Group's existing businesses into mining
and mineral resources sector continue to be the strategic
emphasis in Year 2012. Along with the recent overseas
acquisitions made by Jinchuan Group, the Group is exploring
an effective pathway to take up more mining and mineral
resource projects to anchor its international industrial
establishment. Within the regime of respective rules and
regulations, more action plans would be executed to develop
the Group into a major player of non-ferrous metal operator.

EMPLOYEES

As at 31 December 2011, the Group had 453 employees.
Employees receive competitive remuneration packages
including salary and medical benefits. Key staff may also be
entitled to performance bonus and share options.
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CORPORATE GOVERNANCE REPORT

The Company has complied throughout the year ended 31
December 2011 with the Corporate Governance Code (the
“CG Code") as set out in Appendix 14 to the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Listing Rules”), except for the non-compliance
of CG Code provision A2.1 as mentioned in the section
“Chairman of the Board and Chief Executive Officer” on page
15.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 to the Listing Rules regarding securities
transactions by directors. Based on specific enquiry of directors
of the Company, all of them have confirmed that they had
complied with the required standard set out in the Model Code
for the year ended 31 December 2011.

BOARD OF DIRECTORS

The main duty of the board of directors (the “Board”) is to
act in good faith for the benefit of the Company as a whole
with proper delegation to the management of the Company
according to the articles of the association of the Company.

The Board presently at the date of this report comprises
eleven directors of which five are executive directors, three
are non-executive directors and three are independent non-
executive directors. In order to comply with rule 3.10A of the
Listing Rules, at least one-third of the Board is required to
be comprised of independent non-executive directors on or
before 31 December 2012. The Company is going to adjust
its Board composition to ensure its compliance with this
requirement.

The directors of the Company during the year ended 31
December 2011 and up to the date of this report were:

Executive directors:

Mr. YANG Zhigiang (Chairman of the Board)
Mr. ZHANG Sanlin

Mr. ZHANG Zhong

Ms. DENG Wen

Ms. Maria Majoire LO

Non-executive directors:
Mr. GAO Tianpeng

Mr. QIAO Fugui

Ms. ZHOU Xiaoyin
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Independent non-executive directors:

Mr. GAO Dezhu (appointed on 12 January 2011)
Mr. WU Chi Keung (appointed on 12 January 2011)
Mr. YEN Yuen Ho, Tony
Mr. ZHOU Jin Song

Mr. SUN Tong

(resigned on 12 January 2011)
(resigned on 12 January 2011)

MEETINGS ATTENDANCE
A total of 5 Board meetings, 3 Audit Committee meetings and
1 Remuneration Committee meeting had been held during the

BYFHITES:
SEEEE(RZT——F-AT+-HEZE)
HEREE (N T——F—A+_HBEZE)
BT R A&

Akt (R_TE——F— A+ _HEHE)
‘BiiE (RZE——F— A+ ZHET)
BRLERBR
HE-F——F - A= —RLFE A2

AXBITRARESTEESR  —KELKZBESE

year ended 31 December 2011. The following is a summary of ZN—IREME iﬁg@;ﬁ BNEEZHER
the attendance of meetings of each Director: MEERTE
Audit Remuneration
Directors Board Committee Committee
o= EEEE3 EREES FMEES
YANG Zhigiang 5 i 0R 5/5 - -
ZHANG Sanlin oK = MK 5/5 - 1/1
ZHANG Zhong ok AR 5/5 - -
DENG Wen IS 4/5 - -
Maria Majoire LO #EF I 5/5 - -
GAO Tianpeng BN 5/5 - -
QIAO Fugui 5= 8 4/5 - -
ZHOU Xiaoyin BN 5/5 - -
GAO Dezhu =EE 5/5 3/3 11
WU Chi Keung ARG 98 5/5 3/3 1/1
YEN Yuen Ho, Tony B TT & 5/5 3/3 171
The Board met regularly during the year and on an ad hoc basis ¢ N EEeTHRIREBMEIKRTS

as required by business needs. The Board's primary focus is to
determine and review the overall strategic development of the
Company and its subsidiaries and to oversee the achievement
of the plans in relation thereto. Daily operational decisions are
delegated to the Executive Directors.
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CORPORATE GOVERNANCE REPORT

CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE
OFFICER

CG Code provision A2.1 stipulates that the role of Chairman
of the Board and Chief Executive Officer (“CEQ") should be
separate and should not be performed by the same individual.
During the year ended 31 December 2011, Mr. Yang Zhigiang
held the offices of Chairman of the Board and CEO of the
Company. The Board believes that vesting the roles of both
Chairman of the Board and CEO in the same person provides
the Company with strong and consistent leadership and allows
for effective and efficient planning and implementation of
business decisions and strategies.

The Company will continue to review the effectiveness of the
Group’s corporate governance structure and consider whether
any changes, including the separation of the roles of Chairman
of the Board and CEQ, are necessary.

INDEPENDENCE OF INDEPENDENT

NON-EXECUTIVE DIRECTORS

The Company has complied with the Listing Rules relating to
the appointment of a sufficient number of independent non-
executive directors (“INEDs"”) and at least one independent
non-executive director with appropriate professional
accounting or financial management experience. The
Company has received, from each of the INEDs, an annual
confirmation of his independence pursuant to Rule 3.13 of
the Listing Rules. The Company considers all of the INEDs are
independent.

The INEDs of the Company are independent of the
management and hence the Company considers that they are
free of any relationship that could potentially interfere with the
exercise of their independent judgment. None of the INEDs has
any business or financial interests with the Company nor has
any relationship with other directors of the Company.
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TERMS OF APPOINTMENT OF NON-EXECUTIVE
DIRECTORS

All of the non-executive directors and two out of the three
independent non-executive directors have each entered
into a letter of appointment with the Company with a term
commencing on the appointment date and ending on the
date of the third annual general meeting or the date on
which he or she shall retire from office in accordance with the
articles of association of the Company and the Listing Rules
and not having been re-elected or his or her service contract
is terminated before that. The remaining independent non-
executive directors has entered into a letter of appointment
with the Company with a term of one year commencing on
the appointment date which will, subject to the retirement and
re-election requirements stated above, continue thereafter for
successive terms of one year until terminated by either party.

Save as disclosed above, none of the directors being proposed
for re-election at the forthcoming annual general meeting
has a service contract with the Company or any of its
subsidiaries which is not terminable by the Group within one
year without payment of compensation (other than statutory
compensation).

BOARD COMMITTEES:

a) REMUNERATION COMMITTEE

The Company had established a Remuneration Committee
with written specific terms of reference in compliance
with the CG Code provisions. The Remuneration
Committee comprises four members, of whom one is
an executive director Mr. Zhang Sanlin and three are
independent non-executive directors, namely Mr. Gao
Dezhu, Mr. Wu Chi Keung and Mr. Yen Yuen Ho, Tony.
In order to comply with the forthcoming amendments to
the Listing Rules which will be effective on 1 April 2012,
the chairman of the Remuneration Committee has been
changed from Mr. Zhang Sanlin to Mr. Gao Dezhu with
effect from 30 December 2011.
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CORPORATE GOVERNANCE REPORT

The principal duties of the Remuneration Committee are
as follows:

e To make recommendations with respect to the
remuneration of the directors and the senior
management of the Company for approval by the
Board;

e Toreview the remuneration package and recommend
salaries, bonuses, including the incentive awards for
directors and the senior management; and

e To administer and make determinations with regard
to the Company’s share option scheme.

The Remuneration Committee sets out annually its
recommendations on the remuneration package of the
executive directors. In determining the package for a
director, the Remuneration Committee considers various
factors, including market comparability, complexity of
duties, and performance. During the year ended 31
December 2011, the Remuneration Committee had held
one meeting to review and recommend to the Board
the salary packages of the directors and the senior
management of the Company.

In order to attract, retain, and motivate executives and
key employees serving the Company, the Company has
adopted a share option scheme in 2003. Such incentive
scheme enables the eligible persons to obtain an
ownership interest in the Company and thus to reward
the participants who contribute to the success of the
Company’s operations.
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b) AUDIT COMMITTEE

The Company has established an Audit Committee with
written specific terms of reference in compliance with
the CG Code provisions. The Audit Committee of the
Company comprises three independent non-executive
directors, namely Mr. Wu Chi Keung, Mr. Gao Dezhu,
and Mr. Yen Yuen Ho, Tony, who together have the
relevant accounting and financial management expertise,
industrial knowledge, legal and business experience to
discharge their duties. The Audit committee had held 3
meetings during the year ended 31 December 2011 to
review and approve the interim and annual results of the
Company and to discuss audit issues with the external
auditors. Since Mr. Gao Dezhu took up the responsibilities
as chairman of the Remuneration Committee, Mr. Wu Chi
Keung has been re-designated as Chairman of the Audit
Committee with effect from 30 December 2011.

The principal duties of the Audit Committee are as
follows:

e To review the interim and annual financial statements
before they are submitted to the Board for approval;

e To make recommendations to the Board on, the
appointment, the re-appointment and removal of
the external auditors, and approve the remuneration
and terms of engagement of the external auditors,
and any questions of resignation or dismissal of that
auditors;

e To review and monitor the external auditors’
independence and objectivity and the effectiveness
of the audit process in accordance with applicable
standards;

e To review the Company’s financial controls, internal
controls, and risk management systems;

e To review the Company’s financial and accounting
policies and practice;

e To report to the Board on the matters set out in the
CG Code as required by the Stock Exchange of Hong
Kong Limited; and

e To review the terms and conditions of continuing
connected transactions of the Company.
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¢) OTHER COMMITTEES
For compliance with the CG Code provision A5.1 which
will become effective on 1 April 2012, the Company has
established a Nomination Committee on 14 March 2012
with written specific terms of reference in compliance
with the CG Code provisions.

Furthermore, on the same date, the Company also
established a Risk Management Committee, a Strategy
and Investment Committee and an Executive Committee
to assist the Board to review the significant daily
operational matters and thus make recommendation to
the Board.

ACCOUNTABILITY AND AUDIT

The directors acknowledge their responsibilities for preparing
the financial statements. As at 31 December 2011, the
directors are not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the
Company'’s ability to continue as a going concern. Accordingly,
the directors have prepared the financial statements on a
going-concern basis.

The responsibilities of the external auditors with respect to
financial reporting are set out in the independent auditors’
report attached to the financial statements.

INTERNAL CONTROL

The Board is responsible for the Group’s system of internal
controls and for reviewing its effectiveness. During the year
ended 31 December 2011, the Board has through the Audit
Committee reviewed to their satisfaction the effectiveness of
the Group's system of internal controls, including financial,
operational and compliance controls and risk management
functions.

COMMUNICATION WITH SHAREHOLDER

The Company is committed to ensuring the Group’s
compliance with its disclosure obligations under the Listing
Rules and other applicable laws and regulations. The Company
would ensure all shareholders and potential investors
have equal opportunities to receive and obtain the public
information issued by the Company.
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The Company welcomes shareholders to attend the general
meeting to express their opinions and encourages all
directors to attend the general meetings to develop direct
communications with shareholders. The external auditors
are also required to attend the annual general meeting to
assist the directors in answering any pertinent questions from
shareholders. The Company regularly releases information to
its shareholders such as annual and interim reports, circulars
and notice of general meeting in accordance with the Listing
Rules.

Updated information of the Group is available to potential
investors via the Group’s website www.jinchuan-intl.com.

All material information such as circulars, annual and interim
reports can be downloaded from the above website.

AUDITORS’ REMUNERATION

The Group's external auditors are Ernst & Young. The auditors’
remuneration for the year ended 31 December 2011 is
HK$2.59 million which is all related to audit services.

NOMINATION OF DIRECTORS

The Company does not have a Nomination Committee until 14
March 2012. The Board is empowered under the Company’s
article of association to appoint any person as a director either
to fill a casual vacancy or as an addition to the Board. Qualified
candidates will be proposed to the Board for consideration
and the selection criteria are mainly based on the assessment
of their qualifications, experience and expertise as well as the
requirements under the Listing Rules. The Board selects and
recommends candidates for directorship having regard to their
skills and experience which are appropriate to the Group’s
business.

Since 14 March 2012, the Board has delegated the duties
regarding the nomination of directors to the Nomination
Committee.
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DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Yang Zhiqiang (Chairman of the Board and Chief Executive
Officer)

Mr. Yang Zhigiang, aged 54, PhD, professor-grade
senior engineer, currently the president of the ultimate
holding company, Jinchuan Group Joint Stock Limited*
S EBRMDAER AT ("Jinchuan Group”) (formerly
+)IIEB BB A F]) which is a large-scale non-ferrous
mining conglomerate, specializing in mining, concentrating,
metallurgy, chemical engineering and further processing.
Mr. Yang joined the Jinchuan Group in 1982 and had served
as the deputy general manager in Jing Hang Engineering
Company (3% T2 7)) of the Jinchuan Group, deputy chief
engineer and general manager of the corporate management
division in the Jinchuan Group, deputy general manager in
the Jinchuan Group, president and general manger of Silver
Non-ferrous Metals Company (HiRE & ¢ B A F]), and the
deputy director of the Development and Reform Commission
of Gansu Province. Mr. Yang, as the president of the Jinchuan
Group, has over 29 years of extensive experience in resources
development, mine construction, large-scale metal selection
and group production, marketing and capital management.

Zhang Sanlin

Mr. Zhang Sanlin, aged 47, a senior economist, completed
his postgraduate studies in business management. He joined
the Jinchuan Group in July 1985 and since then has been
consecutively responsible, at the smelting plant, for statistics
and production planning, and at the management division
of the Jinchuan Group, for corporate management and
corporate transformation, and at the mines under the Jinchuan
Group, for management, and at the management division
of the Jinchuan Group, for asset restructuring, institutional
adjustment, capital restructuring and share listing, merger and
acquisition and asset management. He is currently the deputy
general manager of the Jinchuan Group and is responsible
for the Jinchuan Group's asset management, legal matters
and risk management. He has extensive experience in mining
business management and corporate asset management. He
is also a director of Albidon Limited since September 2010, a
company listed on the Australian Securities Exchange.

*  For identification purpose only 1 #2445
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DIRECTORS AND SENIOR MANAGEMENT
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Zhang Zhong

Mr. Zhang Zhong, aged 46, EMBA, graduated from Xi’an
Jiaotong University, currently the general manager of Jinchuan
Group (Hongkong) Resources Holdings Limited. For over 21
years, Mr. Zhang has consecutively served as the head of the
computer center of the Jinchuan Group, the director of the
research institute of automation, liaison officer on overseas
projects of the Jinchuan Group, head of the information centre
of the Jinchuan Group, the president of Gansu Jinchuan Jin Ge
Mining Vehicles Company Limited (H& &I & R IEXEHRE R
A A)), a Sino-German joint venture, the president (and general
manager) of Jinchuan Group Mechanics Manufacturing
Limited (&)1 SEE# R 1E2 7)) and the general manager of
the planning and development division of the Jinchuan Group.
He has extensive operation and management experience in the
mining industry.

Deng Wen

Ms. Deng Wen, aged 44. Ms. Deng holds a university degree
in Chinese Literature from Inner Mongolia Normal University.
Ms. Deng also attended the Economic Research Enterprise
Management and Innovation Senior Executive Training
organized by Peking University.

Ms. Deng has been the Deputy General Manager of Rong Da
Xin Industrial Development Co., Ltd. since December 2006.
Prior to that, Ms. Deng had been working as the General
Deputy Manager for Weifang Chuang Ke Industrial Co., Ltd
and Beijing Pu Bo Management Consulting Co., Ltd and
assumed overall management and operation responsibilities of
those companies.

Maria Majoire Lo

Ms. Maria Majoire Lo, aged 34, has over five years of creative
management experience in the United States and over
two years experience of investment management in Asia.
Previously, she was the producer of a mid-sized advertising
firm, and was the public relations manager of one of the
world’s largest live internet platforms. She also worked for
an investment firm and was involved in the overall strategic
management of multinational companies and analyzing
potential investment details. Ms. Lo received her Bachelor
of Arts in Annenberg School for Communication and minor
certificate in Cinema- Television from the University of
Southern California, USA.
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DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTORS

Gao Tianpeng

Mr. Gao Tianpeng, aged 40, currently the general manager
of the asset management division of the Jinchuan Group. For
the 17 years since he has joined the Jinchuan Group, Mr. Gao
has served as the cost manager of the finance division, finance
manager of the international trading arm and general manager
of the risk management division of the Jinchuan Group. Mr.
Gao, currently as the director of the overseas investment
projects and corporate merger and acquisition divisions of
the Jinchuan Group, has extensive experience in financial cost
management, risk management and asset management.

Qiao Fugui

Mr. Qiao Fugui, aged 46, Master of Engineering, holder of
postgraduate qualification, currently the assistant to the
general manager and the general manager of the mineral
resources division of the Jinchuan Group. Mr. Qiao joined
the Jinchuan Group in 1988. He has previously served as the
deputy general manager of the planning and development
division of the Jinchuan Group, the director of three mining
zones of the Jinchuan Group, general manager of the mining
division of the Jinchuan Group, the president of Gansu Jin
Ao Mining Limited (HER&RTEZ A7), the joint venture
established by the Jinchuan Group and BHP Billiton. He is also a
director of GobiMin Inc., a company listed on the TSX Venture
Exchange in Canada, since 2007. He has expertise in technical
aspects of mine exploration and development and extensive
experience in operation and management.

Zhou Xiaoyin

Ms. Zhou Xiaoyin, aged 34. Ms. Zhou obtained a bachelor’s
degree in legal studies from Lanzhou University of Finance
in China in 1999 and joined the Jinchuan Group in the same
year. She obtained the Certificate of Chinese Professional
Legal Qualification in 2002 and acted as the Jinchuan Group’s
counsel on a long-term basis. Ms Zhou, as a business executive
involved in the major overseas investment and finance projects
of the Jinchuan Group, has a good understanding of the
operations of international mining projects and extensive
professional knowledge and experience.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Gao Dezhu

Mr. Gao Dezhu, aged 72, is a senior economist. He has
served as the deputy general manager of Bank of China and
the vice minister of the State Non-ferrous Metals Industry
Administration (IRBEE®EEB T%E). He is currently the
executive vice chairman of the China Non-ferrous Metals
Industry Association and a part-time professor of China
Renmin University, the Graduate School of the People’s
Bank of China, Liaoning University, Central South University
of Technology and Kunming University of Science and
Technology. Mr. Gao has served as an independent non-
executive director of BGRIMM Magnetic Materials &
Technology Co., Ltd., Western Mining Co., Ltd., and Hainan
Xingye Polyester Co., Ltd. (the shares of these companies
are listed on the Shanghai Stock Exchange), in the past four
years. In addition, Mr. Gao has served as an independent non-
executive director of Anhui Tongdu Copper Stock Co., Ltd. and
Ningxia Orient Tantalum Industry Co., Ltd. (the shares of both
companies are listed on the Shenzhen Stock Exchange) and
China Molybdenum Co., Ltd. and Jiangxi Copper Company
Limited (the shares of both companies are listed on the Main
Board of the Stock Exchange), in the past four years. Mr. Gao
has extensive experience in finance and management in the
non-ferrous metals industry.

Wu Chi Keung

Mr. Wu Chi Keung, aged 55, graduated from Hong Kong
Polytechnic (now known as Hong Kong Polytechnic University)
in 1980 with a Higher Diploma in Accountancy. He has
more than 30 years of experience mainly in financial audit
and specializes in providing auditing and assurance services,
financial due diligence reviews, support services for merger
and acquisitions, corporate restructuring and fund raising
engagements. Mr. Wu's prior experience in finance mainly
includes working with international accounting firms until he
retired as a partner from Deloitte Touche Tohmatsu in 2008.
Mr. Wu is currently the managing director of a family-owned
private company in Hong Kong engaging in property and other
investment activities. He is an independent non-executive
director of China Medical System Holdings Limited, JF
Household Furnishings Limited, Noble Jewelry Holdings Limited
and China Renji Medical Group Limited (the shares of these
companies are listed on the Main Board of the Stock Exchange)
and GreaterChina Professional Services Limited (the shares
of which is listed on the GEM Board of the Stock Exchange).
Mr. Wu is a member of the Hong Kong Institute of Certified
Public Accountants and a fellow member of the Association of
Chartered Certified Accountants.
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DIRECTORS AND SENIOR MANAGEMENT

Yen Yuen Ho, Tony

Mr. Yen Yuen Ho, Tony, aged 64, is a solicitor of Hong Kong
and the United Kingdom. He is also a barrister and solicitor of
Australia, and was a member of the Government’s Law Reform
Commission. Mr. Yen has been practicing law in Hong Kong
since 1983 and was the Law Draftsman of the Department of
Justice in Hong Kong from 1995 to 2007.

Currently, Mr. Yen is an Adjunct Professor at the City University
of Hong Kong and a Court Member of the Hong Kong
University of Science and Technology. He is a Director of the
Hong Kong Institute for Public Administration and an Honorary
Legal Adviser to the Friends of Scouting, Scout Association of
Hong Kong. Additionally, Mr. Yen serves as the Director of two
secondary schools, the Vice Chairman of the Neighbourhood
Advice Action Council and a Member of Heep Hong Society’s
Executive Council. He is also an Honorary Adviser to the Pok
Oi Hospital and the Honorary Legal Adviser to the Shanghai
Fraternity Association, and serves as a member to the Hong
Kong Law Society’s Mainland Legal Affairs Committee. In April
2009, Mr. Yen was appointed by the Hong Kong Government
as the Vice-Chairman of the Social Welfare Lump Sum Grant
Independent Complaints Handling Committee. Mr. Yen also
serves as a guest speaker to various universities in Hong Kong.
He is an independent non-executive director of Goldpoly New
Energy Holdings Limited, the shares of which are listed on the
Main Board of the Stock Exchange.

COMPANY SECRETARY AND CHIEF FINANCIAL OFFICER
Wong Tak Chuen

Mr. Wong Tak Chuen, is a fellow member of both the Hong
Kong Institute of Certified Public Accountants and the
Association of Chartered Certified Accountants in the United
Kingdom, as well as a member of the Institute of Chartered
Accountants in England and Wales. Mr. Wong has over
20 years of experience in auditing, financial management,
mergers and acquisitions gained from various senior finance
related positions in an international accounting firm in Hong
Kong, companies listed in Hong Kong and a company listed in
the United States.

HH AR

BrERE

BRITERE - 645% - BB MEBEA - BREL
TR AN AR R A N =TS 28D - I B EBTAR
NEZRBRZREBE BEEEB - NN\=ZFER
BERERM R NANAFE-_TTLFHY
B MEFRERNRRAEDIZEREE —
B -

B BTERBARMARKEHREES
MR AXEEMEZESEZE - BEERBER
KITHRBRE - EENEEEELGEE IR
2 EBERBR o I BREETEMEF
BRERE BELERSTIREERSHE
SERETELBEHGEENNTEESELE -
bR BLBE BN A EEME - BB LEE
ENEREBLEBMRETERMENARMER
EBEERRE -N_TTNFWA  BELE
EEERRZERLER®MNEBERIB LR
BRHEZEENEITFE - BEETETEEM
REBER - BAERRBRAER LT RA]E
RAFRERBR AR ZBUIFRTES

REAMEREEMBEE

ERBALE RBEBGEAE RRBRFF
SR ENEFREE AR AERRNE
BRAIHAEAMHEeE AL BEY
REB—REREHAFHH  BEBXLHA
AREE-—RETRREERVBEENE
B BMIERRE MBEE A RKRETE
RIEBA20F LR

2 EERBERBRAR | —2——FFH

®



DIRECTORS AND SENIOR MANAGEMENT

e A PR e

SENIOR VICE PRESIDENT - TRADING

Peter John Deneen

Mr. Peter John Deneen, has over 20 years experience as
a metals trader, formerly based in Beijing as a permanent
resident and chief representative of Cometals, a division of
Commercial Metals Company (NYSE: CMC). He later headed
up Samsung America’s worldwide alumina team, a major
supplier to the Chinese aluminum industry. Mr. Deneen also
knows the copper industry, having traded copper concentrates
and cathodes for many years, and was a former director of
Erdmin, a Mongolian refined copper producer. He holds a
master’'s degree in International Management (M.l.M) from
the American Graduate School of International Management
(Thunderbird), and a B.A. in Chinese Studies and economics
from Hampshire College in Amherst, Massachusetts. Mr.
Deneen is fluent in Mandarin Chinese.
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The directors present their report and the audited financial
statements of the Company and the Group for the year ended
31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 17 to the
financial statements.

CHANGE OF COMPANY NAME

Pursuant to a special resolution passed in an extraordinary
general meeting held on 12 January 2011, the name of the
Company was changed from Macau Investment Holdings
Limited (BFIEEZERABMR A F*) to Jinchuan Group
International Resources Co. Ltd (£ /I|EEEEE R AR A a)).

RESULTS AND DIVIDENDS

The Group's loss for the year ended 31 December 2011 and
the state of affairs of the Company and the Group at that date
are set out in the financial statements on pages 38 to 139.

No dividend has been paid or declared by the Company in
respect of the year ended 31 December 2011.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the published results and of the assets, liabilities
and non-controlling interests of the Group for the last five
financial years, as extracted from the audited financial
statements and reclassified as appropriate, is set out on page
140. This summary does not form part of the audited financial
statements.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Company and the Group during the year are set out in
note 13 to the financial statements.

BANK BORROWINGS
Particular of bank borrowings of the Group as at 31 December
2011 are set out in note 27 to the financial statement.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share
options during the year are set out in notes 31 and 32 to the
financial statements.

*  For identification purpose only
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PURCHASES, SALES OR REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during
the year ended 31 December 2011.

RESERVES

Details of movements in the reserves of the Company and the
Group during the year are set out in note 33 to the financial
statements and in the consolidated statement of changes in
equity, respectively.

DISTRIBUTABLE RESERVES

The Company's reserves available for distribution to
shareholders as at 31 December 2011 represents the
aggregate of share premium account, special reserves and
accumulated losses amounting to HK$727,318,000 (2010:
HK$780,336,000).

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

Executive directors:

Mr. YANG Zhigiang (Chairman of the Board)
Mr. ZHANG Sanlin

Mr. ZHANG Zhong

Ms. DENG Wen

Ms. Maria Majoire LO

Non-executive directors:
Mr. GAO Tianpeng

Mr. QIAQ Fugui

Ms. ZHOU Xiaoyin

Independent non-executive directors:
Mr. GAO Dezhu

Mr. WU Chi Keung

Mr. YEN Yuen Ho, Tony
Mr. ZHOU Jin Song

Mr. SUN Tong

(appointed on 12 January 2011)
(appointed on 12 January 2011)

(resigned on 12 January 2011)
(resigned on 12 January 2011)

In accordance with the provisions of the Company’s articles
of association expected to be effective on the date of the
forthcoming annual general meeting, Mr. Zhang Zhong, Ms.
Zhou Xiaoyin, Mr. Gao Dezhu and Mr. Wu Chi Keung will
retire at that annual general meeting and, being eligible, offer
themselves for re-election.
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DIRECTORS’ SERVICE CONTRACTS

All of the non-executive directors and two out of the three
independent non-executive directors have each entered
into a letter of appointment with the Company with a term
commencing on the appointment date and ending on the
date of the third annual general meeting or the date on
which he or she shall retire from office in accordance with the
articles of association of the Company and the Listing Rules
and not having been re-elected or his or her service contract
is terminated before that. The remaining independent non-
executive directors has entered into a letter of appointment
with the Company with a term of one year commencing on
the appointment date which will, subject to the retirement and
re-election requirements stated above, continue thereafter for
successive terms of one year until terminated by either party.

Save as disclosed above, none of the directors being proposed
for re-election at the forthcoming annual general meeting
has a service contract with the Company or any of its
subsidiaries which is not terminable by the Group within one
year without payment of compensation (other than statutory
compensation).

DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES OF THE COMPANY OR
ITS ASSOCIATED CORPORATIONS

As at 31 December 2011, the interests and short positions
of the directors and chief executives of the Company in any
shares, underlying shares and debentures of the Company or
its associated corporations (within the meaning of Part XV of
the the Securities and Futures Ordinance (the “SFO")) which
are required: (a) to be notified to the Company and the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests or short positions which he is taken or deemed
to have under such provision of the SFO); (b) pursuant to
Section 352 of the SFO, to be entered in the register referred
to therein; or (c) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules were as follows:
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Long positions in shares the Company:

REQBDRGBZHEFR :

Number of shares Approximate

held as at percentage of
Name of directors Capacity/Nature of interest 31 December 2011 interest
R=B——%F
+=—A=+-—H EEHA
= B EEME iR BB Bok
Ms. DENG Wen Beneficial owner 5,800,000 0.21%
BE L EHEBA
Ms. Maria Majoire LO Beneficial owner 400,000 0.01%
AT T E=BEAA
Save as disclosed above, as at 31 December 2011, none of e Pl EEN R-_EBE——F+_A=+—

the directors and the chief executives of the Company had
any interest or short position in the shares, underlying shares
and debentures of the Company or its associated corporations
(within the meaning of Part XV of the SFO) which are required:
(a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV and the SFO (including
interests or short positions which he is taken or deemed
to have under such provisions of the SFO); (b) pursuant to
Section 352 of the SFO, to be entered in the register referred
to therein; or (c) to be notified to the Company and the
Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in
Appendix 10 to the Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES AND
DEBENTURES

Save as disclosed in the section headed “Share Option
Scheme” below, at no time during the year ended 31
December 2011 were rights to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company
granted to any director or their respective spouses or minor
children, or were any such rights exercised by them; or was
the Company, its holding company, or any of its subsidiaries
or fellow subsidiaries a party to any arrangement to enable the
directors to acquire such rights in any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance, to which the Company, its
subsidiaries, its holding companies or any of their subsidiaries
were a party and in which a director of the Company had a
material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.
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SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Further details of the Scheme are disclosed in note
32 to the financial statements.

The following table discloses movements in the Company's
outstanding share options during the year ended 31 December
2011:
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Number of share options
ERESR
Name At Granted Exercised  Cancelled/ At Exercise  Closing price*  Grant date Exercise period
category of 1 January during during lapsed during 31 December price  immediately RiEAH l:d:
participant 2011 the year the year the year 2011 HKS before
sa% RZE--F BhEd BT Br  RZB--% TEE  exercise date
HELEH -A-H /%% TZA=t-A B REAR
REAIZ
i+
HKS
BT
Directors EZ
Ms. DENG Wen 5,800,000 - (5,800,000) - - 0.59 2,61 2112010 22112011 102
G ET G 211112020
Ms. Maria Majoire Lo 500,000 - (500,000) - - 0.59 3.26 2272010 22112011 02
BRERt 211712020
6,300,000 - (6,300,000) - -
Former director
HES
Ms. CHEUNG 5,800,000 - (5,800,000) - = 0.59 261 22172010 221172011 102
Hing Man, Charissa 211712020
RENLT
Business consultants
BER
In aggregate 8,000,000 = (8,000,000) = y 0.59 2,61 22172010 221172011 0%
AR 211712020
Other employees
EfbEE
In aggregate 6,300,000 - (6,300,000) - = 0.59 261 221712010 221172011 0%
AR 211712020
26,400,000 - (26,400,000) - -
* The closing price disclosed is the weighted average of closing prices ka FRAREZWTEDEERRESERNTEBRE

quoted by the Stock Exchange over all the exercises of share options
within the disclosure category.
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INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 31 December 2011, so far as is known to any director or
chief executive of the Company, the following persons (i) had
interests or short positions in the shares and underlying shares
of the Company which were recorded in the register required
to be kept by the Company under section 336 of the SFO; or
(i) were, directly or indirectly, interested in 5% or more of the
nominal value of any class of share capital carrying the right to
vote in all circumstances at general meetings of the Company
or any options in respect of such capital.

RZB——F+ZR=+—8  ®tARFEM
EEAHZRSTHRAEMA - THALGH RAR
A A0 e AR B B fn 7 15 B AR IR RE 75 I R B 1
336K BE LN ARAMRFELMAZ
BmIORR - (i) EEIEEREE WA ER
AREFBERTERRBBRRAGREZE
AR BI AR AN EES5% 3 A 2 s sz F IR A
Z AT 0] #E R R LA

Long position in the shares of the Company RAEQATRBD ZHR
Approximate
Percentage
of interest
Number (%)
Name of Capacity/ of shares he T
shareholder Note nature of interest held B A48
Z%8 B = Bin EnHE FEFEROEE B (%)
Jinchuan Group Joint Stock Limited* (1) Interest of a controlled 1,667,142,857 60.5
®JIEERDBRAR] corporation
(AIB2/IIEBERRAR]) BB R
Jinchuan Group (Hongkong) ) Interest of a controlled 1,667,142,857 60.5
Resources Holdings Limited corporation
SNEB(FB) BERERBER QA B LE R
Jinchuan BVI Limited ) Interest of a controlled 1,667,142,857 60.5
2 )IIBVE R A 7] corporation
BB R
Jinchuan (BVI) 1 Limited Beneficial owner 956,557,377 34.7
2BV B R A A EREAA
Jinchuan (BVI) 2 Limited Beneficial owner 437,283,372 15.9
2 JIIBVIRAB R A A EREAA
Jinchuan (BVI) 3 Limited Beneficial owner 273,302,108 9.9
2 JIIBVI3B R A A EREAA
Mr. Wei Jijun (2) Interest of a controlled 152,548,480 5.5
HEELE corporation
BB R
Sincere Daily Limited Beneficial owner 152,548,480 5.5

*  For identification only (£#:4 5/

BEaSBBA
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Notes:

1. Jinchuan Group Joint Stock Limited* directly owns 100% of the issued
share capital of Jinchuan Group (Hongkong) Resources Holdings
Limited which in turn owns 100% of the issued share capital of
Jinchuan BVI Limited which owns 100% of the issued share capital
of Jinchuan (BVI) 1 Limited, Jinchuan (BVI) 2 Limited and Jinchuan
(BVI) 3 Limited. Therefore, Jinchuan Group Limited, Jinchuan Group
(Hongkong) Resources Holdings Limited and Jinchuan BVI Ltd are
deemed to have an interest in 1,667,142,857 shares under the SFO.

2. Mr. Wei Jijun directly owns 100% of the issued shares of Sincere
Daily Limited. Therefore, Mr. Wei is deemed to have an interest in
152,548,480 shares under the SFO.

Save as disclosed above, as at 31 December 2011, so far as is
known to any director or chief executive, no other person (i)
had interest or short positions in the shares and underlying
shares of the Company which were recorded in the register
required to be kept by the Company under Section 336 of the
SFO, or (ii) were, directly or indirectly, interested in 5% or more
of the nominal value of any class of share capital carrying the
right to vote in all circumstances at general meetings of the
Company or any options in respect of such capital.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the aggregate sales attributable to the
Group'’s five largest customers accounted for less than 30% of
the Group’s total sales.

During the year, the aggregate purchases attributable to the
Group's five largest suppliers accounted for less than 30% of
the Group’s total purchases.

At no time during the year did a director, an associate of
a director, or a shareholder of the Company (which to
the knowledge of the directors own more than 5% of the
Company’s issued share capital) had any interest in any of the
Group's five largest customers or suppliers for the year ended
31 December 2011.

RETIREMENT BENEFIT SCHEMES

The Group strictly complies with the Mandatory Provident Fund
Ordinance in making mandatory contributions for its staff in
Hong Kong and staff retirement fund for those staff in the
People’s Republic of China.

PRE-EMPTIVE RIGHTS

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

*  For identification only (£ (5% 5
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COMPETING INTERESTS

Save as disclosed in this report, none of the directors of the
Company and their respective associates (as defined in the
Listing Rules) had an interest in a business which competes or
may compete with the business of the Group.

EMOLUMENT POLICY

The emolument policy of the employees of the Group is set
out by the Board on the basis of their merit, qualifications and
competence.

The emoluments of the directors of the Company are decided
by the Board, having regard to the Company’s operating
results, individual performance and comparable market
statistics.

The Company has adopted a share option scheme as an
incentive to directors and eligible employees, details of the
scheme is set out in note 32 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Board, as at the date of this
report, the Company has maintained sufficient public float
not less than 25% of the Company’s issued shares as required
under the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

The Group has been principally engaged in Cosmetic & Beauty
business and Property Investment & Development business.
Leveraging on Jinchuan Group’s background and established
market position in an integrated non-ferrous metal industry,
the Group has repositioned its business to focus on overseas
mining operations and related mineral and metal trading.

It is the first step to implement the Group's repositioning
strategy to become an overseas purchasing arm of the
Jinchuan Group for mineral and metal products. In the
Extraordinary General Meeting of the Company held on 24
August 2011, the continuing connected transactions (“CCT")
regarding the sale of mineral and metal products from the
Group to Jinchuan Group or its subsidiaries (for purpose of
the CCT, excluding the Group) and the proposed annual
caps for the CCT for the remaining part of the year ended 31
December 2011 and for the two years ending 31 December
2013 were approved by the independent shareholders of the
Company. Details of the CCT are set out in the announcement
of the Company dated 18 July 2011 and in the circular to
shareholders of the Company dated 8 August 2011.
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In light of the unfavourable market conditions, the Group
did not enter into any CCT with Jinchuan Group during the
financial year ended 31 December 2011 and hence the annual
cap for 2011 was not utilised. It was beyond our expectation
that the market prices of non-ferrous metal, in particular,
copper and nickel, had dropped as a result of weakened
demand from the PRC ultimate industrial users upon a gloomy
outlook during the remaining months of 2011 since the
proposed CCT was announced by the Company on 18 July
2011. The trading function of the Group needed more time
to adjust itself in view of the price changes and deteriorated
market conditions. Under the uncertainty market sentiment
on the global economy during such period, the arrangements
with Jinchuan Group contemplated in the Circular was not
effected due to a more conservative approach was taken by
all trading parties in organizing such overseas procurement of
non-ferrous metal related products under a new transaction
flow. After spending the time to adjust the arrangements and
the investment of tremendous effort, a trading contract of
annual supply of about 12,000 metric tons of blister copper
from Africa was concluded between the Company and
Jinchuan Group in February 2012 which marked a good start
on the implementation of the strategy to become an overseas
purchasing arm of the Jinchuan Group for mineral and metal
products and the Company remains positive that more similar
contracts will be entered into with Jinchuan Group in the
financial year of 2012.

EVENTS AFTER THE REPORTING PERIOD
Details of event after the reporting period are disclosed in note
41 to the financial statements.

AUDITORS

During the year, Ernst & Young were the auditors of the
Company. A resolution for the reappointment of Ernst &
Young as auditors of the Company will be proposed at the
forthcoming annual general meeting.

By order of the Board

YANG Zhigiang
Chairman of the Board

Hong Kong, 14 March 2012
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INDEPENDENT AUDITORS’ REPORT
B 7% S e

To the shareholders of Jinchuan Group International
Resources Co. Ltd

(Formerly known as Macau Investment Holdings Limited)
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements
of Jinchuan Group International Resources Co. Ltd (the
“Company”) and its subsidiaries (together, the “Group”) set
out on pages 38 to 139, which comprise the consolidated and
company statements of financial position as at 31 December
2011, and the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and
the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and
other explanatory 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 International Financial
Reporting Standards issued by the International Accounting
Standards Board 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.

AUDITORS’ RESPONSIBILITY

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

We conducted our audit in accordance with International
Standards on Auditing issued by the International Auditing
and Assurance Standards Board. 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 AUDITORS’ REPORT

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 auditors’ 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 auditors consider internal control
relevant to the entity’s preparation of consolidated financial
statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by
the directors, as well as evaluating the overall presentation of
the consolidated financial statements.

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

OPINION

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

Ernst & Young

Certified Public Accountants
22th Floor

CITIC Tower

1Tim Mei Avenue

Hong Kong

14 March 2012
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

A A s R
Year ended 31 December 2011 BE - Z——Ft+HA=+—HIEE
2011 2010
—E——-F —Z=-IZF
Note HK$' 000 HK$' 000
B 3E FET FHET
REVENUE &= 6 129,394 126,916
Cost of sales $H & AR (42,022) (54,564)
Gross profit E A 87,372 72,352
Other income and gains H g A Rz 6 10,568 3,055
Selling and distribution costs HERDHER (54,225) (59,751)
Administrative expenses THHAX (59,736) (49,637)
Other expenses HAnf = (3,766)
Costs associated with equity-settled IR 45 B g I v
share options MR A A (969) (7,138)
Impairment of intangible asset HinmE & ERE - (75,000)
Impairment of available-for-sale A HERERE
investments - (315,192)
Finance costs B 75 B 7R 7 (1.471) (1,264)
LOSS BEFORE TAXATION bR 7% A B 18 8 (18,461) (436,341)
Income tax credit/(expense) Frigfiike, (FsZ) 10 375 (2,410)
LOSS FOR THE YEAR FAEE (18,086) (438,751)
OTHER COMPREHENSIVE Hi2mkas, (EE8)
INCOME/(LOSS)
Changes in fair value of available-for-sale At H E & E 2 A F(EE
investments - (796)
Exchange differences on translation MEBINEBZERZ5E
of foreign operations 998 1,879
TOTAL COMPREHENSIVE LOSS AEEZEEBBEARE
FOR THE YEAR (17,088) (437,668)

JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD | ANNUAL REPORT 2011




CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

W_ﬁ (W] ﬂiﬁq&ﬁﬂ.ﬁ
Year ended 31 December 2011 BE - F——HF+_HA=Z+—HI1L4%

2011 2010

—2——F —ZT-FF

Note HK$' 000 HK$' 000

B 3E FET FH&T

Loss attributable to: —F%ﬂJ Ai)ﬁ?fﬁ)ﬁﬁﬁ :

Owners of the parent NAEER A 11 (18,084) (438,745)
Non-controlling interests 3HW IR = (2) (6)

(18,086) (438,751)

Total comprehensive loss attributable to: I A T (G 2 HE5 AR

Owners of the parent [SNEIEZF PN (17,086) (437,662)
Non-controlling interests FEFE AR B (2) (6)

(17,088) (437,668)

LOSS PER SHARE ATTRIBUTABLETO B ARIZEEZEE A
ORDINARY EQUITY HOLDERS OF EhERES

THE PARENT 12
Basic and diluted: BERKEE
For loss for the year FAEE HK0.66 centsEfll  HK56 centsE L

N EEEKRERERAE | —F——FFH




CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B 5 S A5 IR e e

31 December 2011

i BV =S S

2011 2010
—E——-F —Z=-IZF
Note HK$' 000 HK$' 000
B 3E FET FHET
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ME - WEREE 13 35,719 39,268
Prepaid land lease payments ALt E 14 4,035 4,648
Intangible assets BEEE 16 15,706 15,706
Long term deposits REITF R 2,000 2,000
Total non-current assets EMBEELTE 57,460 61,622
CURRENT ASSETS REEE
Available-for-sale investments AHEHEERE 18 16,969 57,887
Inventories ey 20 24,848 31,994
Trade receivables g 5 W IR 21 15,727 10,484
Prepayments, deposits and ERHIE  Zek
other receivables @J'EH&,TA 22 17,188 52,153
Due from related parties EH& A EE A L FIE 23(a) 2,480 2,591
Cash and cash equivalents ReMREEEIER 24 713,697 631,188
Total current assets B E EBRE 790,909 786,297
CURRENT LIABILITIES REAE
Trade payables 2 5 TR 25 13,146 17,269
Other payables and accruals HENZKIBEREGTER 26 42,369 46,305
Interest-bearing bank borrowings a‘|‘ SIRITEE 27 23,373 18,281
Due to related parties JE 1<) A B A\ = 3KIR 23(b) 9,077 4,112
Tax payable JET R IR 1,650 1,502
Finance lease payables ERRERSE 28 388 334
Due to non-controlling shareholder FEATB B A Rl Z FEHE R
of subsidiaries f% 8 2 518 29 600 600
Total current liabilities MBAEES 90,603 88,403
NET CURRENT ASSETS REEEFE 700,306 697,894
TOTAL ASSETS LESS CURRENT BREERRBARG
LIABILITIES 757,766 759,516
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

i e MBI DL
31 December 2011 —E——F+_"HA=+—H
2011 2010
—2——F —ZT-FF
Note HK$' 000 HK$' 000
B 3E FET FH&T
NON-CURRENT LIABILITIES kRBEE
Provision for long service payments KBBR8 SRIB B 452 507
Finance lease payables ERREMRSE 28 126 491
Deferred tax liabilities BEIERIBEEE 30 1,776 2,563
Total non-current liabilities EmEBBEERE 2,354 3,561
NET ASSETS EEFE 755,412 755,955
EQUITY =
Equity attributable to owners BRAREEAEBGERER
of the parent
Issued capital BTN 31 27,549 27,285
Reserves & 33(a) 728,689 729,494
756,238 756,779
Non-controlling interests FEERER (826) (824)
TOTAL EQUITY AR 755,412 755,955
Director Director
- EZ
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STATEMENT OF FINANCIAL POSITION

S 5K DL

31 December 2011

i BV =S S

2011 2010
—2——F —ZT-FF
Note HK$' 000 HK$' 000
B 3E FET FHET
NON-CURRENT ASSETS kRBEE
Property, plant and equipment ME - WEREE 13 317 62
Interests in subsidiaries RHTB AR 2R 17(a) 448,723 180,700
Total non-current assets EREBEERLE 449,040 180,762
CURRENT ASSETS REBEE
Prepayments, deposits and TERHIE B REM
other receivables FE W F 8 22 2,225 9,229
Cash and cash equivalents ReMREEEIER 24 305,644 622,208
Total current assets B EERE 307,869 631,437
CURRENT LIABILITIES REAE
Due to a subsidiary JE 1B /B A R R 17(b) - 2,240
Other payables and accruals BEMENZIBENLESGTER 26 1,996 2,338
Finance lease payables JERT B IS E 28 12 -
Total current liabilities BB EERE 2,008 4,578
NET CURRENT ASSETS REBEEFEE 305,861 626,859
NON-CURRENT LIABILITIES kRBERE
Finance lease payable ENEERS 28 34 -
NET ASSETS EEFE 754,867 807,621
EQUITY =
Issued capital B3 TRR A 31 27,549 27,285
Reserves EE] 33(b) 727,318 780,336
TOTAL EQUITY A 754,867 807,621

Director

EF

Director

EF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Year ended 31 December 2011

ORI R
BE-Z———F+-HA=+—HI4EE

Attributable to owners of the parent

BARERAEL
Available-
for-sale
Share Share investment Exchange Non-
Issued  premium option revaluation  Reserve Contributed fluctuation Accumulated controlling Total
capital  account  reserve  reserve funds  surplus  reserve losses Total  interests equity
e
BRE <SHRE Ej
BRORE ROEER fE EfRBFE HEE HBARE RBEE RAEB A FERER AR
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
TEn TEn T TER TEx TRz TEn  TEn TEr  TER  TEn
(note31)  (note31) (note32) (note 33(a) (note 33(a))
(a31)  (WaE31) (M) (W3E33(a)) (H3E33(a))
At 1 January 2011 RZE——F—-f—H 27,285 1,178,530 7138 = 732 73 16,881  (480,449) 756,779 (824) 755,955
Loss for the year TEEEE - - - - - - - (18,084)  (18,084) ) (18,086)
Other comprehensive EREMZENRE
income for the year:
Exchange differences  HEBNEBZEXEE
on translation of
foreign operations - - - - - - 998 - 998 - 998
Total comprehensive ENZEBEEE
loss for the year - - - - - - 998  (18,084)  (17,086) (2) (17,088)
Fquity-settled share REEERRELH
option arrangement - - 969 - - - - = 969 = 969
Transfer of share option {7 (£ BAKEM AL EALIE
reserve upon the frEEg
exercise of option - 8,107 (8.,107) - - - - - - - -
Issue of shares B 264 15312 - - - - - - 15576 - 15576
At 31 December 2011 RZZ——%F+ZF=1-1 27,549 1,201,949* -* -* 1321* 73 17,879*  (498,533)* 756,238 (826) 755412
At 1 January 2010 RZE-25-A-H 4858 586,516 - 7% 7321 73 15002 (41,704) 572,862 (818) 572,044
Loss for the year rEEEE - - - - - - - (438745) (438,745) (6) (438751)
Other comprehensive FREtZERE/ (B8)
income/(loss) for the year:
Disposal of available- ~ HENHHERE
for-sale investments - - - (796) - - - - (79) - (796)
Exchange differences ~ AE N EHELEE
on translation of
foreign operations - - - - - - 1,879 - 1,879 - 1,879
Total comprehensive FR2EBRESR
loss for the year - - - (796) - - 1,879 (438,745 (437,662) (6)  (437,668)
Equity-settled share RAEERRER
option arrangement - - 7,138 - - - - - 7138 - 7,138
Issue of shares ST 247 592,014 - - - - - - 614441 - 614441
At 31 December 2010 RZZ-FFE+ZA=+—H 27,285 1,178,530* 7,138* -* 7321* 73+ 16,881*  (480,449)* 756,779 (824) 755,955
*  These reserve accounts comprise the consolidated reserves of * RERERAAESESBERIRAZEE F B

HK$728,689,000 (2010: HK$729,494,000) in the consolidated

statement of financial position.

Dividend

No dividend has been paid or declared by the Company in
respect of the year ended 31 December 2011 (2010: Nil).

728,689,000, 7r (= F —F4F : 729,494,000/ 7C) °

3=}
AAREFENRS EBE-F——F+=
A=+—BILEEIRE (ZE—2F : &) o
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CONSOLIDATED STATEMENT OF CASH FLOWS

e Bk

Year ended 31 December 2011

BE-Z———F+_HA=+—HI4EE

2011 2010
—E——F —ZT-IZTF
Note HK$'000 HK$" 000
{hEsd THET FAT
CASH FLOWS FROM OPERATING REXBCHERE
ACTIVITIES
Loss before taxation BrEi A &R (18,461) (436,341)
Adjustments for: R
Impairment of available-for-sale AHHERE ZRE
investments 18 - 315,192
Impairment of intangible assets BVEEZRE 16 - 75,000
Gain on disposal of equity investments HERATESAER
at fair value through profit or loss AR E 2 W as - (431)
Gain on disposal of a subsidiary HE—HEBAR 2 WE 34 (762) -
Gain on disposal of available-for-sale HEMNHEERE 2 K&
investments = (605)
Finance costs B & B AR 7 1,471 1,264
Interest income F B U A (6,744) (587)
Provision for long service payments RHARTE KIB B 99 -
Depreciation e 13 10,195 10,847
(Write-back)/write-down of inventories 178 (¥[@) " #MiEE
to net realisable value AEREEFE (243) 2,984
Loss on disposal and write-off of items HE RMEE - BB K&
of property, plant and equipment RIEBEE 2B 920 3,764
Amortisation of prepaid land lease AT e < #iH
payments 14 613 798
Equity-settled share option expense IR 7N 4 5 IR IR i AR ) 2 969 7,138
Impairment of trade receivables B 5 RWEIE ZRIE 21 4,559 1,342
(7,384) (19,635)
Decrease in inventories FERD 7,389 196
(Increase)/decrease in trade receivables 2 5 U IE (g ) R (9,802) 371
Decrease/(increase) in prepayments, TERIA - Ze REMEWFIE
deposits and other receivables WA (g ) 6,876 (2,076)
Increase in long-term deposits RHEAF R 218 A0 - (709)
(Decrease)/increase in trade payables B o IE R A) /18 (4,123) 4,473
(Decrease)/increase in other payables oAt B RIB K FE R RIE
and accruals R 2) /38 hn (5.541) 14,133
Increase in balances with related B B A TR0
companies 5,076 1,343
Payment for long service payment SRR S (154) -
Cash used in operations BB AR (7,663) (1,904)
Interest paid BB 7 (1,429) (1,201)
Interest element of finance lease rental BEMRERS MR EEHBH
payments 7 (42) (63)
Overseas taxes paid [ERPEEL Y 7RE (264) (282)
Net cash flows used in operating activities #&& 75N © /F5 (9,398) (3,450)
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CONSOLIDATED STATEMENT OF CASH FLOWS
B ER

Year ended 31 December 2011 BE_ X ——F+_HA=1t—HIL4E

2011 2010
—F——F —ZF
Note HK$’'000 HK$’ 000
B 5E FET FA&TT
CASH FLOWS FROM INVESTING RETHZHRERE
ACTIVITIES
Bank interest received B2 HERTT A B 6,744 587
Purchases of items of property, BEWE - J*%& & 18 B
plant and equipment (5,682) (8,098)
Proceeds from disposal of equity HEZRAFEGE ABZZRA
investments at fair value through KERAHEHEREZ
profit or loss and available-for-sale F15 518
investments - 14,521
Purchases of available-for-sale investments 8 & A fit &K & - (25,780)
Proceeds from disposal of a subsidiary HE—FWE AR ZMERE 69,769 —
Net cash flows from/(used in) investing REFEESFE/ (TR B
activities M= FEE 70,831 (18,770)
CASH FLOWS FROM FINANCING MEITE2HESRE
ACTIVITIES )
Increases in new bank loans RITEIRZEM 24,287 15,929
Repayment of bank loans EBEFETERX (19,470) (17,190)
Capital element of finance lease rental BMEHEMESN R EREHD
payments (311) (334)
Issue of shares BT 15,576 607,810
Share issue expenses BITRMDA - (10,589)
Net cash flows from financing activites ~ BB /FHAER S REFRE 20,082 595,626
NET INCREASE IN CASHAND CASH R&RBESESEEHEMFEHE
EQUIVALENTS 81,515 573,406
Cash and cash equivalents at beginning ~ F#E < IR & EEIER
of year . B 629,072 55,181
Effect of foreign exchange rate EXEEHTE  FHE
changes, net 719 485
CASH AND CASH EQUIVALENTS FREESRBEESEEERE
AT END OF YEAR 711,306 629,072
ANALYSIS OF BALANCESOFCASH HRERBREEEBEBEEZHI N
AND CASH EQUIVALENTS
Cash and bank balances Re RIBTHES 24 12,150 41,129
Non-pledged time deposits with original R ESFRREHHA L
maturity of less than three months =f&A Zﬁ?ﬁﬁﬁﬁﬁf%ﬂ
when acquired 24 701,547 590,059
Cash and cash equivalents as stated in FEMBMRRARAE 2
the consolidated statement of RehkAeFEIEHE
financial position 713,697 631,188
Less: bank overdrafts B RITEX 27 (2,391) (2,116)
Cash and cash equivalents as stated in HEReRERMHE 2
the consolidated statement of cash flow R4 &K E&EEIEB 711,306 629,072
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NOTES TO FINANCIAL STATEMENTS
A 55 i Wi

31 December 2011

2.1

CORPORATE INFORMATION

Jinchuan Group International Resources Co. Ltd (formerly
known as Macau Investment Holdings Limited) is a limited
liability company incorporated in the Cayman Islands.
The registered office address of the Company is P.O. Box
309, Ugland House, Grand Cayman KY1-1104, Cayman
Islands.

During the year, the Group was involved in the following
principal activities:

e  property development and investment

e manufacture and trading of cosmetic and related
products, as well as the provision of beauty technical
and training services

In the opinion of the directors, the ultimate holding
company of the Company is Jinchuan Group Joint Stock
Limited* (&I £ B XD BR AR (formerly €I EEHE
2 A]), which is established in the People’s Republic of
China (the “PRC").

FIRST-TIME ADOPTION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS

The financial statements have been prepared in
accordance with International Financial Reporting
Standards (“IFRSs”), which comprise all standards and
interpretations approved by the International Accounting
Standards Board (the “IASB"), and the disclosure
requirements of the Hong Kong Companies Ordnance. All
IFRSs effective for the accounting periods commencing
from 1 January 2011, together with the relevant
transitional provisions, have been adopted by the Group
in the preparation of the financial statements throughout
the year. They have been prepared under the historical
cost convention. These financial statements are presented
in Hong Kong dollars and all values are rounded to the
nearest thousand except when otherwise indicated.

Prior to 2011, the Group prepared its consolidated
financial statements in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) and its
amendments and interpretations issued by the Hong Kong
Institute of Certified Public Accountants.

*  For identification purpose only
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

2.1

2.2

FIRST-TIME ADOPTION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS (continued)
Although HKFRSs have been fully converged with IFRSs
except for certain differences in transitional provisions
since 1 January 2005, management has given due
consideration to the requirements under IFRS 1 First-time
Adoption of International Financial Reporting Standards
“IFRS 1" in preparing these consolidated financial
statements. For this purpose, the date of the Group’s
transition to IFRSs was determined to be 1 January 2010,
being the beginning of the earliest period for which
the Group presents comparative information in these
consolidated financial statements. With due regard to the
Group’s accounting policies in previous periods and the
requirements of IFRS 1, management has concluded that
no adjustments to the amounts reported under HKFRSs
were required as at the date of IFRSs transition, or in
respect of the year ended 31 December 2010.

BASIS OF PREPARATION

Basis of consolidation

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

Total comprehensive loss within a subsidiary is attributed
to the non-controlling interest even if that results in a
deficit balance.

A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.
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NOTES TO FINANCIAL STATEMENTS
A 55 i Wi

31 December 2011 —E —-—F+_H=+—H

2.2 BASIS OF PREPARATION (continued) 2.2 =S ()
Basis of consolidation (continued) mEEE(E)
If the Group loses control over a subsidiary, it AR BERELE —EMBE QT 26 -
derecognises (i) the assets (including goodwill) and BIEHEmEROZHNB AR ZEE (B
liabilities of the subsidiary, (i) the carrying amount of any EmE)MEBE - (VEMIEERERREE

non-controlling interest and (iii) the cumulative translation
differences recorded in equity; and recognises (i) the fair
value of the consideration received, (ii) the fair value of
any investment retained and (iii) any resulting surplus or
deficit in profit or loss. The Group’s share of components

BRI ERANCHE I RARFEE
KFER)FTRARE 2 2 F1E - (DPTREE
A% & 2 1B K (iii) 18 & BR 2 0] A 1t
EEZBBRHERE - TR E M2 E RS
%WTEWZ$EIJETE*BHE%E"*E%TE

previously recognised in other comprehensive income mH RFERERAEBEE)
is reclassified to profit or loss or accumulated losses, as

appropriate.

2.3 CHANGES IN ACCOUNTING POLICY AND 23 B BRREBEZEE
DISCLOSURES
The Group has adopted the following new and revised
IFRSs for the first time for the current year's financial
statements.

AREBRANFEPHREK A EREA TS
el MR < BRI S R -

EEEEE e Ep
TFGEEN-BNRAEERAR
ARTREEEAETERELHER

Amendment to IFRS 1 First-time ARG ERIRR
Adoption of International (Bil%)
Financial Reporting Standards —

IFRS 1 Amendment

Limited Exemption from ZEREELB
Comparative IFRS 7 Disclosures
for First-time Adopters

IAS 24 (Revised) Related Party Disclosures BB S ERZNE (15 BE\1HE

IAS 32 Amendment Amendment to IAS 32 ElE R AT HRY) ARer st g s 27
Financial Instruments: ~£R2 BB
Presentation — Classification of
Rights Issues
IFRIC 14-Int 14 Amendments to IFRIC 14-Int 14 ELEEE eE =T AR RREEERUE
Amendments Prepayments of a Minimum F145 (B3]7) REAS AR BANEL B
Funding Requirement
IFRIC 19-Int 19 Extinguishing Financial Liabilities IWXWW@% CH FERTASHERER
with Equity Instruments £195
Improvements to IFRSs  Amendments to a number of ZE-FEERTREEEN NE RCE-TERRRAIATERTE
2010 IFRSs issued in May 2010 RERABA
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

2.3 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)
Other than as further explained below regarding the
impact of IAS 24 (Revised), and amendments to IFRS 3,
IAS 1 and IAS 27 included in Improvements to IFRSs 2010,
the adoption of the new and revised IFRSs has had no
significant financial effect on these financial statements.

The principal effects of adopting these IFRSs/HKFRSs are
as follows:

(a)

IAS 24 (Revised) Related Party Disclosures

IAS 24 (Revised) clarifies and simplifies the definitions
of related parties. The new definitions emphasise
a symmetrical view of related party relationships
and clarify the circumstances in which persons and
key management personnel affect related party
relationships of an entity. The revised standard also
introduces an exemption from the general related
party disclosure requirements for transactions with a
government and entities that are controlled, jointly
controlled or significantly influenced by the same
government as the reporting entity. The accounting
policy for related parties has been revised to reflect
the changes in the definitions of related parties under
the revised standard. The adoption of the revised
standard did not have any impact on the financial
position or performance of the Group. Details of
the related party transactions, including the related
comparative information, are included in note 38 to
the consolidated financial statements.
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NOTES TO FINANCIAL STATEMENTS
A 55 i Wi

31 December 2011

2.3 CHANGES IN ACCOUNTING POLICY AND

DISCLOSURES (continued)

(b) Improvements to IFRSs 2010 issued in May 2010 sets
out amendments to a number of IFRSs. There are
separate transitional provisions for each standard.
While the adoption of some of the amendments
may result in changes in accounting policies, none
of these amendments has had a significant financial
impact on the financial position or performance of
the Group. Details of the key amendments most
applicable to the Group are as follows:

e |IFRS 3 Business Combinations: The amendment
clarifies that the amendments to IFRS 7, IAS
32 and IAS 39 that eliminate the exemption
for contingent consideration do not apply
to contingent consideration that arose from
business combinations whose acquisition dates
precede the application of IFRS 3 (as revised in
2008).

In addition, the amendment limits the
scope of measurement choices for non-
controlling interests. Only the components
of non-controlling interests that are present
ownership interests and entitle their holders
to a proportionate share of the acquiree’s
net assets in the event of liquidation are
measured at either fair value or at the present
ownership instruments’ proportionate share of
the acquiree’s identifiable net assets. All other
components of non-controlling interests are
measured at their acquisition date fair value,
unless another measurement basis is required by
another IFRS.

The amendment also added explicit guidance
to clarify the accounting treatment for non-
replaced and voluntarily replaced share-based
payment awards.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

2.3 CHANGES IN ACCOUNTING POLICY AND
DISCLOSURES (continued)
(b) (continued)

IAS 1 Presentation of Financial Statements: The
amendment clarifies that an analysis of each
component of other comprehensive income
can be presented either in the statement
of changes in equity or in the notes to the
financial statements. The Group elects to
present the analysis of each component of other
comprehensive income in the statement of
changes in equity.

IAS 27 Consolidated and Separate Financial
Statements: The amendment clarifies that the
consequential amendments from IAS 27 (as
revised in 2008) made to IAS 21, IAS 28 and
IAS 31 shall be applied prospectively for annual
periods beginning on or after 1 July 2009 or
earlier if IAS 27 is applied earlier.

2.4 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL
FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised
IFRSs, that have been issued but are not yet effective, in
these financial statements.

I[FRS 1 Amendments

I[FRS 7 Amendments

IFRS 9
IFRS 10

IFRS 11
IFRS 12

IFRS 13

IAS 1 Amendments

Amendments to IFRS 1 First-time
Adoption of International
Financial Reporting Standards —
Severe Hyperinflation and
Removal of Fixed Dates for
First-time Adopters'

Amendments to IFRS 7 Financial
Instruments: Disclosures —
Transfers of Financial Assets’

Financial Instruments®

Consolidated Financial
Statements*

Joint Arrangements*

Disclosure of Interests in Other
Entities*

Fair Value Measurement*

Amendments to IAS 1 Presentation
of Financial Statements —
Presentation of Items of Other
Comprehensive Income?
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NOTES TO FINANCIAL STATEMENTS
A 55 i Wi

31 December 2011 —EFE——ft-HA=+—H
2.4 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 24 EEMESRERNBE B Y B HRERE
FINANCIAL REPORTING STANDARDS (continued) Bz 22 (&)
IAS 12 Amendments Amendments to IAS 12 Income BREFENZN (BIR)  BREFENSRAFH-
Taxes — Deferred EEHE  YEEEEE B
Tax: Recovery of Underlying
Assets?
IAS 19 (2011) Employee Benefits* BReENE 9 (Z5——F) ESEF)
IAS 27 (2011) Separate Financial Statements* BReHENENR (Z5——F) FUIEHA
IAS 28 (2011) Investments in Associates and Joint BRe 58S (5 ——F) RELLTRALL RS
Ventures*
IFRIC 20 Stripping Costs in the Production BRERILRRESCE)Y EABLERRZHRAT
Phase of a Surface Mine*
IFRS 7 Amendments Amendments to IFRS 7 Financial EEHBRTENETR (BR) BEMERLENERSRIE
Instruments: Disclosures — &sﬁ&iﬁﬁﬂéﬁ&ﬁﬂﬁﬁz
Offsetting Financial Assets and R
Financial Liabilities*
IAS 32 Amendments Amendments to IAS 32 Financial BReHENENN (BIK) EReHEASNREMIL:
Instruments: Presentation— i-BHEHEERERAEY

Offsetting Financial Assets and Gil°

Financial Liabilities>

! Effective for annual periods beginning on or after 1 July 2011 !V RZE——FEA Az ERB 2 FEEMRER

2 Effective for annual periods beginning on or after 1 January ? RIE-ZHF-RA-BdzERBZFERREN
2012

3 Effective for annual periods beginning on or after 1 July 2012 P RZE—ZHFLA-RARERBZEERBER

4 Effective for annual periods beginning on or after 1 January ¢ RZE—=F A BuRZEHRRAZEEHEEER
2013

> Effective for annual periods beginning on or after 1 January S RZE—NF-—A B ERBZFERBAER
2014

6 Effective for annual periods beginning on or after 1 January ¢ RZZE—AF—A—ASzERBZEFEHBER
2015

Further information about those changes that are EES M A EEEA S ASE Y B E) T H

expected to significantly affect the Group is as follows: —SBEMT

IFRS 9 issued in November 2009 is the first part of phase —EEHhE+—A ﬁgﬁﬁmﬂﬁﬂ B 7R 4R 4 o

1 of a comprehensive project to entirely replace IAS 39 8| 9% 55 2 By (L B X S R $ 395

Financial Instruments: Recognition and Measurement. SETA: BAR a‘i»ial\jiﬁa‘i»%”%%i

This phase focuses on the classification and measurement BEERHI S —30A - ZEBRE AL BMEE

of financial assets. Instead of classifying financial assets AN RS - aMEETES ANE

into four categories, an entity shall classify financial assets MERE TR EENLRER R

as subsequently measured at either amortised cost or fair SREEARBS TSR - NAEIR

value, on the basis of both the entity’s business model for IREE SR NS AT AR o RS s

managing the financial assets and the contractual cash ME B e £ 5308 BT RE

flow characteristics of the financial assets. This aims to ESMEEH TR o

improve and simplify the approach for the classification
and measurement of financial assets compared with the
requirements of IAS 39.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

2.4 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL

FINANCIAL REPORTING STANDARDS (continued)

In November 2010, the IASB issued additions to IFRS
9 to address financial liabilities (the “Additions”) and
incorporated in IFRS 9 the current derecognition principles
of financial instruments of IAS 39. Most of the Additions
were carried forward unchanged from IAS 39, while
changes were made to the measurement of financial
liabilities designated at fair value through profit or
loss using the fair value option (“FVO"). For these FVO
liabilities, the amount of change in the fair value of a
liability that is attributable to changes in credit risk must
be presented in other comprehensive income (“OCI").
The remainder of the change in fair value is presented in
profit or loss, unless presentation of the fair value change
in respect of the liability’s credit risk in OCI would create
or enlarge an accounting mismatch in profit or loss.
However, loan commitments and financial guarantee
contracts which have been designated under the FVO are
scoped out of the Additions.

IAS 39 is aimed to be replaced by IFRS 9 in its entirety.
Before this entire replacement, the guidance in IAS 39
on hedge accounting and impairment of financial assets
continues to apply. The Group expects to adopt IFRS 9
from 1 January 2015.

IFRS 10 establishes a single control model that applies to
all entities including special purpose entities or structured
entities. It includes a new definition of control which is
used to determine which entities are consolidated. The
changes introduced by IFRS 10 require management
of the Group to exercise significant judgement to
determine which entities are controlled, compared with
the requirements in IAS 27 and SIC-12 Consolidation —
Special Purpose Entities. IFRS 10 replaces the portion of
IAS 27 Consolidated and Separate Financial Statements
that addresses the accounting for consolidated financial
statements. It also includes the issues raised in SIC-12.

IFRS 12 includes the disclosure requirements for
subsidiaries, joint arrangements, associates and
structured entities that are previously included in IAS
27 Consolidated and Separate Financial Statements, |AS
31 Interests in Joint Ventures and IAS 28 Investments in
Associates. It also introduces a number of new disclosure
requirements for these entities.
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NOTES TO FINANCIAL STATEMENTS
0 5 e e B
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2.4 ISSUED BUT NOT YET EFFECTIVE INTERNATIONAL 24 EEMENREMNNVER KR EE

FINANCIAL REPORTING STANDARDS (continued)
Consequential amendments were made to IAS 27 and IAS
28 as a result of the issuance of IFRS 10, IFRS 11 and IFRS
12. The Group expects to adopt IFRS 10, IFRS 11, IFRS 12,
and the consequential amendments to IAS 27 and IAS 28
from 1 January 2013.

IFRS 13 provides a precise definition of fair value and a
single source of fair value measurement and disclosure
requirements for use across IFRSs. The standard does not
change the circumstances in which the Group is required
to use fair value, but provides guidance on how fair value
should be applied where its use is already required or
permitted under other IFRSs. The Group expects to adopt
IFRS 13 prospectively from 1 January 2013.

Amendments to IAS1 change the grouping of items
presented in OCI. Items that could be reclassified (or
recycled) to profit or loss at a future point in time (for
example, upon derecognition or settlement) would be
presented separately from items which will never be
reclassified. The Group expects to adopt the amendments
from 1 January 2013.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Subsidiaries

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

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

Associates

An associate is an entity, not being a subsidiary or a
jointly-controlled entity, in which the Group has a long
term interest of generally not less than 20% of the equity
voting rights and over which it is in a position to exercise
significant influence.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (continued)

The Group's investments in associates are stated in
the consolidated statement of financial position at the
Group’s share of net assets under the equity method of
accounting, less any impairment losses. Adjustments are
made to bring into line any dissimilar accounting policy
that may exist.

The Group’s share of the post-acquisition results and
reserves of associates is included in the consolidated
statement of comprehensive income and consolidated
reserves, respectively. Unrealised gains and losses
resulting from transactions between the Group and its
associates are eliminated to the extent of the Group’s
investments in the associates, except where unrealised
losses provide evidence of an impairment of the asset
transferred. Goodwill arising from the acquisition of
associates is included as part of the Group’s investments
in associates and is not individually tested for impairment.

The results of associates are included in the Company’s
consolidated statement of comprehensive income to
the extent of dividends received and receivable. The
Company’s investments in associates are treated as non-
current assets and are stated at cost less any impairment
losses.

When an investment in an associate is classified as held
for sale, it is accounted for in accordance with IFRS 5 Non-
current Assets Held for Sale and Discontinued Operations.

Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group
to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of
the acquiree. For each business combination, the Group
elects whether it measures the non-controlling interests
in the acquiree that are present ownership interests and
entitle their holders to a proportionate share of net assets
in the event of liquidation either at fair value or at the
proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at fair value. Acquisition costs are expensed
as incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent
consideration which is deemed to be an asset or liability
will be recognised in accordance with IAS 39 either in
profit or loss or as a change to other comprehensive
income. If the contingent consideration is classified as
equity, it will not be remeasured. Subsequent settlement
is accounted for within equity. In instances where the
contingent consideration does not fall within the scope of
IAS 39, it is measured in accordance with the appropriate
IFRS.

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

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

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

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories, construction contract assets, financial assets,
investment properties, goodwill and non-current assets/
a disposal group classified as held for sale), the asset’s
recoverable amount is estimated. An asset’s recoverable
amount is the higher of the asset’s or cash-generating
unit’s value in use and its fair value less costs to sell, and
is determined for an individual asset, unless the asset does
not generate cash inflows that are largely independent
of those from other assets or groups of assets, in which
case the recoverable amount is determined for the cash-
generating unit to which the asset belongs.

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

An assessment is made at the end of each reporting
period as to whether there is any indication that previously
recognised impairment losses may no longer exist or
may have decreased. If such an indication exists, the
recoverable amount is estimated. A previously recognised
impairment loss of an asset other than goodwill is
reversed only if there has been a change in the estimates
used to determine the recoverable amount of that
asset, but not to an amount higher than the carrying
amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been
recognised for the asset in prior years. A reversal of
such an impairment loss is credited to the consolidated
statement of comprehensive income in the period in
which it arises, unless the asset is carried at a revalued
amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING 3. EXETEHERBE (H&)
POLICIES (continued)
Related parties BEE AT
A party is considered to be related to the Group if: ETRHERT  — AR ARKNERE
7 -
(a) the party is a person or a close member of that (@) ZABEALTHEZALTZER - Mz
person’s family and that person AL
(i) has control or joint control over the Group; () PEHskHREEHIAER
(i) has significant influence over the Group; or (i) XREFBHBEAFE N 5
(iii) is a member of the key management personnel (i) BAEENESGRARIZ ETEER
of the Group or of a parent of the Group; ==
or 57
(b) the party is an entity where any of the following (b) ZHAEBRKE TINEMIEHZEE

conditions applies:

() the entity and the Group are members of the () ZEEHRAEEER S8
same group; =N

(i) one entity is an associate or joint venture of the (i —"HERBRAEAEEB(HE5—F
other entity (or of a parent, subsidiary or fellow A S /NI = FNETEAE B )
subsidiary of the other entity); BARR)) 2HENFIkEE D

(iii) the entity and the Group are joint ventures of (i) ZERBEAEEHRRA—F=7
the same third party; ./:.\ B

(iv) one entity is a joint venture of a third entity (ivy —HIBERAF=_FERBZ2E8ED
and the other entity is an associate of the third % CMBE—ERAZE=ZEE
entity; ZHBtE AR

(v) the entity is a post-employment benefit plan for (V) ZERABEBRBENEE - %t
the benefit of employees of either the Group BB ARAEENEAKE
or an entity related to the Group; and the B2 EENES  NAZE
sponsoring employers of the post-employment BB BHTaIEEHEDE
benefit plan; x

(vi) the entity is controlled or jointly controlled by a (i) ZBEX(a )Igﬁﬁ%%%”/\i$ i =k
person identified in (a); and R

(vii) a person identified in (a)(i) has significant (vii) (a)(i)IEﬁﬁEEQ)%'J}\i“LT ZERESR
influence over the entity or is a member of the BATES ﬁ)%,“%\ 1% (5%
key management personnel of the entity (or of a ER,NNT) TEEBEKE -

parent of the entity).
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. When an item of property,
plant and equipment is classified as held for sale or when
it is part of a disposal group classified as held for sale, it is
not depreciated and is accounted for in accordance with
IFRS 5, as further explained in the accounting policy for
“Non-current assets and disposal groups held for sale”.
The cost of an item of property, plant and equipment
comprises its purchase price and any directly attributable
costs of bringing the asset to its working condition and
location for its intended use.

Expenditure incurred after items of property, plant
and equipment have been put into operation, such as
repairs and maintenance, is normally charged to the
consolidated statement of comprehensive income in the
period in which it is incurred. In situations where the
recognition criteria are satisfied, the expenditure for a
major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced
at intervals, the Group recognises such parts as individual
assets with specific useful lives and depreciates them
accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are as

follows:

Buildings 20 years or the terms of
prepaid land lease
term, if shorter

Leasehold improvements 20%

Plant and machinery 10%

Furniture and fixtures 20%

Motor vehicles 20%

Office equipment 20%
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment and depreciation
(continued)

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each
part is depreciated separately. Residual values, useful lives
and the depreciation method are reviewed, and adjusted
if appropriate, at least at each financial year end.

An item of property, plant and equipment and any
significant part initially recognised is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the consolidated
statement of comprehensive income in the year the asset
is derecognised is the difference between the net sales
proceeds and the carrying amount of the relevant asset.

Intangible assets (other than goodwiill)

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value as
at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period
and the amortisation method for an intangible asset with
a finite useful life are reviewed at least at each financial
year end.

Intangible assets with indefinite useful lives are tested for
impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not
amortised. The useful life of an intangible asset with an
indefinite life is reviewed annually to determine whether
the indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Brand name

Brand name with an indefinite useful life is tested for
impairment annually at the cash-generating unit level
and is not amortised. The useful life of the Group’s
brand name is reviewed annually to determine whether
indefinite life assessment continues to be supportable.
If not, the change in the useful life assessment from
indefinite to finite is accounted for on a prospective basis.

Leases

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

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

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

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

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets

Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified
as financial assets at fair value through profit or loss,
loans and receivables and available-for-sale investments,
or as derivatives designated as hedging instruments
in an effective hedge, as appropriate. The Group
determines the classification of its financial assets at initial
recognition. When financial assets are recognised initially,
they are measured at fair value plus transaction costs,
except in the case of financial assets recorded at fair value
through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date that
the Group commits to purchase or sell the asset. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the period
generally established by regulation or convention in the
marketplace.

The Group's financial assets include cash and bank
balances, trade and other receivables, loans receivable,
guoted and unquoted financial instruments, and
derivative financial instruments.

Subsequent measurement
The subsequent measurement of financial assets depends
on their classification as follows:
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
guoted in an active market. After initial measurement,
such assets are subsequently measured at amortised
cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on
acquisition and includes fees or costs that are an integral
part of the effective interest rate. The effective interest
rate amortisation is included in finance income in the
consolidated statement of comprehensive income.
The loss arising from impairment is recognised in the
consolidated statement of comprehensive income
in finance costs for loans and in other expenses for
receivables.

Available-for-sale investments

Available-for-sale investments are non-derivative financial
assets in listed and unlisted equity investments and debt
securities. Equity investments classified as available for
sale are those which are neither classified as held for
trading nor designated at fair value through profit or
loss. Debt securities in this category are those which are
intended to be held for an indefinite period of time and
which may be sold in response to needs for liquidity or in
response to changes in market conditions.

After initial recognition, available-for-sale investments
are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income
in the available-for-sale investment revaluation reserve
until the investment is derecognised, at which time the
cumulative gain or loss is recognised in the consolidated
statement of comprehensive income in other income,
or until the investment is determined to be impaired,
when the cumulative gain or loss is reclassified from
the available-for-sale investment revaluation reserve to
the consolidated statement of comprehensive income
in other expenses. Interest and dividends earned whilst
holding the available-for-sale investments are reported
as interest income and dividend income, respectively
and are recognised in the consolidated statement of
comprehensive income as other income in accordance
with the policies set out for “Revenue recognition” below.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Subsequent measurement (continued)
Available-for-sale investments (continued)

When the fair value of unlisted equity investments cannot
be reliably measured because (a) the variability in the
range of reasonable fair value estimates is significant
for that investment or (b) the probabilities of the various
estimates within the range cannot be reasonably assessed
and used in estimating fair value, such investments are
stated at cost less any impairment losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets and management’s intent to do
so significantly changes in the foreseeable future, the
Group may elect to reclassify these financial assets.
Reclassification to loans and receivables is permitted
when the financial assets meet the definition of loans and
receivables and the Group has the intent and ability to
hold these assets for the foreseeable future or to maturity.

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the maturity amount is also amortised over the
remaining life of the asset using the effective interest rate.
If the asset is subsequently determined to be impaired,
then the amount recorded in equity is reclassified to the
income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is
derecognised when:

e the rights to receive cash flows from the asset have
expired; or

e the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation
to pay the received cash flows in full without
material delay to a third party under a “pass-
through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of
the asset, or (b) the Group has neither transferred nor
retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if and to what extent it has
retained the risk and rewards of ownership of the assets.
When it has neither transferred nor retained substantially
all the risks and rewards of the asset nor transferred
control of the asset, the asset is recognised to the extent
of the Group's continuing involvement in the asset. In that
case, the Group also recognises an associated liability. The
transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could
be required to repay.

JINCHUAN GROUP INTERNATIONAL RESOURCES CO. LTD | ANNUAL REPORT 2011

EREHBERE (&)

RERHMERMEE (&)
THERLTHEE
EREE(ZFseREEL—HARARS
MEEZHD (BBEREME)) ETIIE
A BHER

o WHMEEMRART ZBEMER =X

o AKEBECDEBREUMEEMRAREZ
R SARE R R AERE
= EHXNMKEZ RS RE M AR
ﬁﬁiﬁk%&”&Zf& P R@AEED
BEEEBARDRERNER - 3(b)
$’§II[4H$T$57&1% BEBRHBD
Rk KRR - B EBEEEIE -

MASREERUNMEEMRATR © 2 EF
jZEnT_LﬁfﬁaﬁﬁF HhstRE R ERE
BIFEEMBRELLRR &Hﬁ(“"ﬁ
E]Lﬂﬁﬁy_ﬂ% BEBRH D ER RE
o MEEBEERSIRE JBEEABZK’%
EREPRZEECRERREE - L%
EAT AEBTEREEAE CEE
EERBBEERREASECREER
REFZEEGFE -

SESREASERCEREEFLZ
—151%* CBHEBEEAENNZEBEEZR
EEETE&$E@i//\1ai?;21ﬂ§§k%§tﬁﬁ
(ABREERE)TE



NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets

The Group assesses at the end of each reporting
period whether there is any objective evidence that a
financial asset or a group of financial assets is impaired.
A financial asset or a group of financial assets is
deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more
events that occurred after the initial recognition of the
asset (an incurred “loss event”) and that loss event
has an impact on the estimated future cash flows of
the financial asset or the group of financial assets that
can be reliably estimated. Evidence of impairment may
include indications that a debtor or a group of debtors
is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the
probability that they will enter bankruptcy or other
financial reorganisation and observable data indicating
that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses individually whether objective evidence of
impairment exists for financial assets that are individually
significant, or collectively for financial assets that are not
individually significant. If the Group determines that no
objective evidence of impairment exists for an individually
assessed financial asset, whether significant or not, it
includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses
them for impairment. Assets that are individually assessed
for impairment and for which an impairment loss is, or
continues to be, recognised are not included in a collective
assessment of impairment.

If there is objective evidence that an impairment loss has
been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred).
The present value of the estimated future cash flows
is discounted at the financial asset’s original effective
interest rate (i.e., the effective interest rate computed at
initial recognition). If a loan has a variable interest rate,
the discount rate for measuring any impairment loss is the
current effective interest rate.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets (continued)

Financial assets carried at amortised cost (continued)

The carrying amount of the asset is reduced through the
use of an allowance account and the amount of the loss
is recognised in profit or loss. Interest income continues
to be accrued on the reduced carrying amount and is
accrued using the rate of interest used to discount the
future cash flows for the purpose of measuring the
impairment loss. Loans and receivables together with any
associated allowance are written off when there is no
realistic prospect of future recovery and all collateral has
been realised or has been transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a future
write-off is later recovered, the recovery is credited to
other expenses in profit or loss.

Assets carried at cost

If there is objective evidence that an impairment loss has
been incurred on an unquoted equity instrument that is
not carried at fair value because its fair value cannot be
reliably measured, or on a derivative asset that is linked
to and must be settled by delivery of such an unquoted
equity instrument, the amount of the loss is measured
as the difference between the asset’s carrying amount
and the present value of estimated future cash flows
discounted at the current market rate of return for a
similar financial asset. Impairment losses on these assets
are not reversed.

Available-for-sale investments

For available-for-sale investments, the Group assesses
at the end of each reporting period whether there is
objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in the income statement, is removed from other
comprehensive income and recognised in the income
statement.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Investments and other financial assets (continued)
Impairment of financial assets (continued)
Available-for-sale investments (continued)

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. The determination of what is “significant”
or ""prolonged” requires judgement. “Significant” is
evaluated against the original cost of the investment and
“prolonged” against the period in which the fair value
has been below its original cost. Where there is evidence
of impairment, the cumulative loss — measured as the
difference between the acquisition cost and the current
fair value, less any impairment loss on that investment
previously recognised in profit or loss — is removed from
other comprehensive income and recognised in profit or
loss. Impairment losses on equity instruments classified
as available for sale are not reversed through profit or
loss. Increases in their fair value after impairment are
recognised directly in other comprehensive income.

Financial liabilities

Initial recognition and measurement

Financial liabilities within the scope of IAS 39 are classified
as loans and borrowings, or as derivatives designated
as hedging instruments in an effective hedge, as
appropriate. The Group determines the classification of its
financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair
value plus, in the case of loans and borrowings, directly
attributable transaction costs.

The Group’s financial liabilities include trade and other
payables, derivative financial instruments and interest-
bearing bank and other borrowings.

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (continued)

Subsequent measurement (continued)

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect
of discounting would be immaterial, in which case they
are stated at cost. Gains and losses are recognised in profit
or loss when the liabilities are derecognised as well as
through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in profit or loss.

Derecognition of financial liabilities
A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as a
derecognition of the original liability and a recognition of
a new liability, and the difference between the respective
carrying amounts is recognised in profit or loss.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if, and only if, there is a currently enforceable
legal right to offset the recognised amounts and there is
an intention to settle on a net basis, or to realise the assets
and settle the liabilities simultaneously.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value of financial instruments

The fair value of financial instruments that are traded
in active markets is determined by reference to quoted
market prices or dealer price quotations (bid price
for long positions and ask price for short positions),
without any deduction for transaction costs. For financial
instruments where there is no active market, the fair value
is determined using appropriate valuation techniques.
Such techniques include using recent arm’s length market
transactions; reference to the current market value of
another instrument which is substantially the same; a
discounted cash flow analysis; and option pricing models.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis and, in the case of work in progress and finished
goods, comprises direct materials, direct labour and an
appropriate proportion of overheads. Net realisable value
is based on estimated selling prices less any estimated
costs to be incurred to completion and disposal.

Cash and cash equivalents

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral part
of the Group’s cash management.

For the purpose of the statement of financial position,
cash and cash equivalents comprise cash on hand and
at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Provisions

A provision is recognised when a present obligation (legal
or constructive) has arisen as a result of a past event and
it is probable that a future outflow of resources will be
required to settle the obligation, provided that a reliable
estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
profit or loss.

Income tax

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities for the current and prior
periods are measured at the amount expected to be
recovered from or paid to the taxation authorities, based
on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period,
taking into consideration interpretations and practices
prevailing in the countries in which the Group operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Income tax (continued)
Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences
associated with investments in subsidiaries and
associates, when the timing of the reversal of the
temporary differences can be controlled and it is
probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carry forward of unused tax
credits and any unused tax losses, to the extent that it
is probable that taxable profit will be available against
which the deductible temporary differences, and the
carryforward of unused tax credits and unused tax losses
can be utilised, except:

e when the deferred tax asset relating to the deductible
temporary differences arises from the initial
recognition of an asset or liability in a transaction that
is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

e inrespect of deductible temporary differences
associated with investments in subsidiaries and
associates, deferred tax assets are only recognised
to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and
taxable profit will be available against which the
temporary differences can be utilised.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011 —E —-—F+_H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Income tax (continued)

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
profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets
are reassessed at the end of each reporting period and are
recognised to the extent that it has become probable that
sufficient taxable profit will be available to allow all or part
of the deferred tax asset to be recovered.

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

Deferred tax assets and deferred tax liabilities are offset
if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred taxes
relate to the same taxable entity and the same taxation
authority.

Revenue recognition

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

(@) from the sale of goods, when the significant risks
and rewards of ownership have been transferred
to the buyer, provided that the Group maintains
neither managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b) from the provision of beauty technical and training
services, when the services are rendered, by reference
to completion of the specific transactions assessed
on the basis of the actual service provided as a
proportion of the total services to be provided;

(c) from the rendering of services, on the percentage
of completion basis, as further explained in the
accounting policy for “Contracts for services” below;
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Revenue recognition (continued)

(d) rental income, on a time proportion basis over the
lease terms;

(e) interest income, on an accrual basis using the
effective interest method by applying the rate that
exactly discounts the estimated future cash receipts
through the expected life of the financial instrument
or a shorter period, when appropriate, to the net
carrying amount of the financial asset; and

(f) dividend income, when the shareholders’ right to
receive payment has been established.

Contracts for services

Contract revenue on the rendering of services comprises
the agreed contract amount. Costs of rendering services
comprise labour and other costs of personnel directly
engaged in providing the services and attributable
overheads.

Revenue from the rendering of services is recognised
based on the percentage of completion of the transaction,
provided that the revenue, the costs incurred and the
estimated costs to completion can be measured reliably.
The percentage of completion is established by reference
to the costs incurred to date as compared to the total
costs to be incurred under the transaction. Where the
outcome of a contract cannot be measured reliably,
revenue is recognised only to the extent that the expenses
incurred are eligible to be recovered.

Provision is made for foreseeable losses as soon as they
are anticipated by management.

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings,
the surplus is treated as an amount due from contract
customers. Where progress billings exceed contract costs
incurred to date plus recognised profits less recognised
losses, the surplus is treated as an amount due to contract
customers.
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011 —E —-—F+_H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payment transactions

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payment
transactions, whereby employees render services as
consideration for equity instruments (“equity-settled
transactions”).

The cost of equity-settled transactions with employees for
is measured by reference to the fair value at the date at
which they are granted. The fair value is determined by an
external valuer using a binomial model, further details of
which are given in note 32 to the financial statements.

The cost of equity-settled transactions is recognised,
together with a corresponding increase in equity, over the
period in which the performance and/or service conditions
are fulfilled. The cumulative expense recognised for
equity-settled transactions at the end of each reporting
period until the vesting date reflects the extent to which
the vesting period has expired and the Group’s best
estimate of the number of equity instruments that will
ultimately vest. The charge or credit to profit or loss for
a period represents the movement in the cumulative
expense recognised as at the beginning and end of that
period.

No expense is recognised for awards that do not
ultimately vest, except for equity-settled transactions
where vesting is conditional upon a market or non-vesting
condition, which are treated as vesting irrespective of
whether or not the market or non-vesting condition is
satisfied, provided that all other performance and/or
service conditions are satisfied.

Where the terms of an equity-settled award are modified,
as a minimum an expense is recognised as if the terms
had not been modified, if the original terms of the
award are met. In addition, an expense is recognised
for any modification that increases the total fair value
of the share-based payment transaction, or is otherwise
beneficial to the employee as measured at the date of
modification.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Share-based payment transactions (continued)
Where an equity-settled award is cancelled, it is treated
as if it had vested on the date of cancellation, and any
expense not yet recognised for the award is recognised
immediately. This includes any award where non-vesting
conditions within the control of either the Group or
the employee are not met. However, if a new award is
substituted for the cancelled award, and is designated as
a replacement award on the date that it is granted, the
cancelled and new awards are treated as if they were a
modification of the original award, as described in the
previous paragraph.

Other employee benefits

Pension schemes

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

The employees of the Group's subsidiaries which operate
in Mainland China are required to participate in a social
security plan operated by the local municipal government.
These subsidiaries are required to contribute certain
percentage of the employees’ salaries to the social
security plan organised by the governmental bodies. The
contributions are charged to profit or loss as they become
payable in accordance with the rules of the social security
plan.
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31 December 2011 —E —-—F+_H=+—H

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e., 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. The capitalisation of such
borrowing costs ceases when 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 capitalised. All
other borrowing costs are expensed in the period in which
they are incurred. Borrowing costs consist of interest and
other costs that an entity incurs in connection with the
borrowing of funds.

Foreign currencies

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional
and presentation currency. Each entity in the Group
determines its own functional currency and items
included in the financial statements of each entity are
measured using that functional currency. Foreign currency
transactions recorded by the entities in the Group are
initially recorded using their respective functional currency
rates ruling at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rates of exchange
ruling at the end of the reporting period. All differences
arising on settlement or translation of monetary items are
taken to the consolidated statement of comprehensive
income.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions.
Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the
date when the fair value was determined. The gain or loss
arising on retranslation of a non-monetary item is treated
in line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation differences on
the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss are also
recognised in other comprehensive income or profit or
loss, respectively).
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (continued)

The functional currencies of certain overseas subsidiaries
are currencies other than the Hong Kong dollar. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into the presentation currency
of the Company at the exchange rates ruling at the end of
the reporting period and their profit or loss is translated
into Hong Kong dollars at the weighted average exchange
rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation,
the component of other comprehensive income relating
to that particular foreign operation is recognised in profit
or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are
treated as assets and liabilities of the foreign operation
and translated at the closing rate.

For the purpose of the consolidated statement of
cash flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates
ruling at the dates of the cash flows. Frequently recurring
cash flows of overseas subsidiaries which arise throughout
the year are translated into Hong Kong dollars at the
weighted average exchange rates for the year.

S 0% e ik

e Y =

EXSTHEME (&)

s ()
ETEINBERR 2N ERLIFET -
RERAEGEER  REERZEERA
& RREPETER ZERRE QAR
RlZ2WEY  HEHRIREFZINET
VERBERETT

PRt i 2 A 2 B S B HL fth 2 T W e
B WRIMNEKE RS RET - HEFI
MR B U E IR SN E RS AR 2 Ho
2R R A Rm T ER -

FUW BB INETSE A N ERRE R EWE
EEMNBEERABRAENTARFESR
B OREAZEIEFENEERARE
WARRHEEEENERKRE -

AR RERME @ BINIERAFZ
BeRnERACREZAEXRBERE
T FREINBRARIZBEEELERS R
ERFAMEFHEZTBLERET

2 EERBERBRAR | —2——FFH
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4. SIGNIFICANT ACCOUNTING ESTIMATES 4. EAREFGE

Estimation uncertainty

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and the
disclosure of contingent liabilities, at the end of the
reporting period. However, uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the future.

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 described
below.

(i) Impairment of available-for-sale investments
The Group classifies certain assets as available-for-
sale financial assets and recognises movements
in their fair values in equity. When the fair value
declines, management makes assumptions about
the decline in value to determine whether there
is an impairment that should be recognised in
profit or loss. During the year ended 31 December
2011, no impairment losses have been recognised
for the available-for-sale investments (2010:
HK$315,192,000). At 31 December 2011, the
carrying amount of available-for-sale investments
was HK$16,969,000 (2010: HK$57,887,000).

(ii) Impairment loss for bad and doubtful debts

The Group recognises 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.
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NOTES TO FINANCIAL STATEMENTS

31 December 2011

4. SIGNIFICANT ACCOUNTING ESTIMATES
(continued)

(iii)

(iv)

(v)

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.

Impairment of a brand name

Intangible assets with an indefinite life are tested
for impairment annually by comparing their carrying
amount with their recoverable amount. This involves
assumptions about the estimates of future variances
from the branded products and services where
the actual outcome is different from the original
estimates, such difference may impact the amount
of the impairment provision, if any. During the year
ended 31 December 2011, no impairment loss has
been recognised for the Group’s brand name (2010:
HK$75,000,000). At 31 December 2011, the carrying
amount of the brand name was HK$15,706,000
(2010: HK$15,706,000). Further details are included
in note 16 to the financial statements.

Share-based payment transactions

The Group measures the cost of equity-settled
transactions with employees by reference to the
fair value of the equity instruments at the date
at which they are granted. Estimating fair value
requires determining the most appropriate valuation
model for a grant of equity instruments, which is
dependent on the terms and conditions of the grant.
This also requires determining the most appropriate
inputs to the valuation model including the risk-free
interest rate, volatility and dividend yield and making
assumptions about them. The assumptions and
models used are disclosed in note 32.

S 0% e ik

e Y =

4. EREGHEF (B

(iii) HHEEFEE

4]

T ERE I RIBETE Rk KB
FEA BB EFLER - FHEME
Bimy kA R hET - WBERZER
BRIRRRRMEF  ZEERKF
& FiEEH IR e MR T E MR A
s,/ #O 2z BREE -

(iv) R B

(v)

BREAFHBEVEAESBERES
ZEREREER B RBLEREF
EITRENR - EF P REmEER
MR ARREHHFT 2 BRE - BER
BRERMGHEER ;%%;%HW“
BEREB(ME) 2B -HEZ
——F+—A=+—HBLFERN" TEEE
BASE . AEBRRREBE(ZF
—Z 4 : 75,000,000 7T) c R F
— &+ -A=+—8 REZE@
ﬁﬁﬂ5m6mm%m(_7 T
15,706,000/87T)  # — FFHFBEHEHRN
B smERWE16 -

BROE#RMSRXS
AEBEBEIRELERH 2K

K Z2ERTRZBOHBHZAFE
-Jr o HETRAFERAEERK LE
@ TAEEMEEL - Mt AF

EXREBGERRIGEREFE - It
AANBAEEETHENRBESHB A
2z - BRERBRNE RE MRS
K WHEFELRR - IEAZKRR
KAE A M FE324K 57 ©

2 EERBERBRAR | —2——FFH




NOTES TO FINANCIAL STATEMENTS
A 55 i Wi

31 December 2011 —E —-—F+_H=+—H

OPERATING SEGMENT INFORMATION 5. BEoBEER
For management purposes, the Group is organised into REIEMES AEEREBERLIRESE

business units based on their products and services and
has two reportable operating segments as follows:

(@) the manufacture and trading of cosmetic and related
products, and the provision of beauty technical and
tutoring services segment (“Cosmetic and Beauty”);
and

(b) the property investment and development segment.

Management monitors the results of the Group’s
operating segments separately for the purpose of making
decisions about resources allocation and performance
assessment. Segment performance is evaluated based
on reportable segment profit/(loss), which is a measure
of adjusted profit/(loss) before tax. The adjusted profit/
(loss) before tax is measured consistently with the Group’s
profit before tax except that interest income, unallocated
other income and gains as well as head office and
corporate expenses are excluded from such measurement.

Segment assets exclude equity investments at fair value
through profit or loss, certain cash and cash equivalents
and other unallocated head office and corporate assets as
these assets are managed on a group basis.

Segment liabilities exclude unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.
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5. OPERATING SEGMENT INFORMATION (continued) 5, EEoEER ()
Year ended 31 December 2011 BE-ZE-——S+-A=+—-BLFE
Property investment Cosmetic
and development and Beauty Total
NERE fthmk
RER E et
HK$’ 000 HK$'000 HK$'000
FET FERT FERT

Segment revenue: oW
Sales to external customers HE TINARP - 129,394 129,394
Other revenue H o W 2w 762 760 1,522
762 130,154 130,916

Reconciliation: AKX
Elimination of intersegment sales DFRMEEE 2 B i =
Revenue W= 130,916
Segment results DREEER 762 (11,750) (10,988)
Reconciliation: HEZX -
Interest income and unallocated gains ~ F.8 W A K & 2 fid Ug #5 9,046
Corporate and other unallocated N R EH AR S B

expenses (16,519)
Loss before tax BrEiRIER (18,461)
Segment assets PEEE 16,969 120,865 137,834
Reconciliation: HEZK -
Corporate and other unallocated NElREMAKRD I EE

assets 710,535
Total assets BEMHRE 848,369
Segment liabilities SEEE - 90,920 90,920
Reconciliation: HREZK -
Corporate and other unallocated AR REMARSEEE

liabilities 2,037
Total liabilities BEHRE 92,957
Other segment information: HthpEEHR -
Depreciation and amortisation T E KB Y = 10,675 10,675
Loss on disposal and write-off of items & RMisE W E  BE &

of property, plant and equipment REEE B8 - 920 920
Capital expenditure* = NG - 4,679 4,679

*  Capital expenditure consists of additions to property, plant and * BARZBREREWE  WEREE -
equipment.
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5. OPERATING SEGMENT INFORMATION (continued) 5. EESFEEL ()
Year ended 31 December 2010 BE-_Z-ZTF+-HA=+—HLEE
Property investment Cosmetic
and development  and Beauty Total
MEKRENL fcHmk
MR EFN mEt
HK$" 000 HK$' 000 HK$' 000
FHT FHT FHT
Segment revenue: AW
Sales to external customers HE TFINARF - 126,916 126,916
Other revenue H At W 25 - 1,237 1,237
- 128,153 128,153
Reconciliation: X
Elimination of intersegment sales DIEREHEE 2 ¥iH -
Revenue W s 128,153
Segment results DHEEE (315,192) (107,985) (423,177)
Reconciliation: HERE
Interest income and unallocated gains F] 8U¢ A K K 7 Be W 2= 1,818
Corporate and other unallocated RAIREMARD AR
expenses (14,982)
Loss before tax BR B A ES 18 (436,341)
Segment assets PHEE 94,207 130,701 224,908
Reconciliation: HERX
Corporate and other unallocated RAREMARDBLE E
assets 623,011
Total assets BEESE 847,919
Segment liabilities PTEEE - 89,626 89,626
Reconciliation: X
Corporate and other unallocated NElREMARSEEE
liabilities 2,338
Total liabilities BERE 91,964
Other segment information: Hitt o EEH
Impairment of intangible asset BIVEEZRERBRE - 75,000 75,000
Depreciation and amortisation PrE ki - 11,631 11,631
Impairment of available-for-sale At EREZRIE
investments 315,192 - 315,192
Loss on disposal and write-off of items & K il 51 2 - = &
of property, plant and equipment REBIEEB 2 BB - 3,764 3,764
Capital expenditure* BRI * 43,000 8,031 51,031
*  Capital expenditure consists of additions to property, plant and * BARXBEREDE  BEREFEARAHEERE

equipment and available-for-sale investments.
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5. OPERATING SEGMENT INFORMATION (continued) 5. @ESWEL (H)
Geographical information ih & & ¥
(a) Revenue from external customers (a) HNREFZWEH
2011 2010
—2——F —ZT-FTF
HK$' 000 HK$' 000
FHExT FAT
Hong Kong BB 46,597 37,494
Mainland China Hp B K R 82,797 89,422
129,394 126,916
The revenue information above is based on the PR ER IR REFEMET -
location of the customers.
(b) Non-current assets (b) kRBEE
2011 2010
—2——-F —ZT-FTF
HK$' 000 HK$' 000
FHExT FAT
Hong Kong BB 22,497 22,725
Mainland China Fh B K R 34,963 38,897
57,460 61,622
The non-current asset information above is based L BEIEREEEER VIREE
on the location of assets and excludes financial FiEtEr - ETERem T ARE
instruments and deferred tax assets. ERIBEE °
Information about a major customer EBR—BXEEFEFZEH
Revenue of approximately HK$20,445,000 (2010: Nil) was #720,445,0008 0 (ZE—ZTF 1 E) 7 It
derived from sale of the Cosmetic and Beauty products to wmIRER B RERPHEHE LB EER
a single customer. Ef e
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6. REVENUE AND OTHER INCOME AND GAINS 6. WEFEMKARZEZR
Revenue, which is also the Group’s turnover, represents Wz MMANER 7 SFERE - JHIELEHER
the net invoiced value of goods sold, after allowances RE - IEERLRTNBEEZEEER
for returns, value-added tax and trade discounts; and the BERE RIBHERE2EE -

value of services rendered.

An analysis of revenue, other income and gains is as Wz s B ARENDHT T
follows:
2011 2010
—2——F —ZT-FTF
HK$'000 HK$' 000
FHET FET
Revenue W =
Sale of goods HE S m 92,493 99,030
Rendering of services e it AR 75 36,901 27,886
129,394 126,916
Other income and gains H A &z
Bank interest income RITH B WA 6,744 587
Gain on foreign exchange ME 5 e 2,263 34
Gain on disposal of a subsidiary e — M E ARz s 762 -
Gain on disposal of available-for-sale HEMNHEERE 2 K&
investments - 605
Gain on disposal of equity investments  HEZ A FEFABEZ
at fair value through profit or loss R E 2 Waw - 431
Others HAty 799 1,398
10,568 3,055
7. FINANCE COSTS 7. BIERA
An analysis of finance costs is as follows: BAFERR AR Z DT T
Group
rEH
2011 2010
—E——F —T—ZF
HK$' 000 HK$' 000
FHET FHET
Interest on bank loans and overdrafts BRAEFRNE2HEEZ
wholly repayable within five years RITERRBEXZHE 1,429 1,201
Interest on finance leases BEMRER S 42 63
1,471 1,264
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8. LOSS BEFORE TAXATION 8. BBAIEIE
The Group's loss before taxation is stated after charging/ AREBFB ZRBRBREING  GtA) T
(crediting) the following: 5| & I8 -

2011 2010

—E-—-F —T-TF

Notes HK$’'000 HK$' 000

B &x THER FET

Cost of inventories sold EERAR 31,735 42,335

Cost of services provided BR 7% B X 10,287 12,229

Depreciation neE 13 10,195 10,847

Amortisation of prepaid land lease BN LS i
payments 14 613 798

Minimum lease payments under operating EF&ALHE T 2 KK
leases in respect of buildings HERIE 9,052 9,849
Auditors’ remuneration A G 2,590 1,760
Employee benefit expense (excluding EERMAZ (TERE
directors’ remuneration - note 9(a)): E=Me —ME9a)) -
Wages, salaries and allowances I8 #Fe kE 39,886 34,425
Pension scheme contributions RAREFTEIMHER 4,408 4,818
Expense incurred for equity-settled BOBRAZEEBRE 2 HAX
share options granted (excluding (TERESH:)
directors' remuneration) 686 3,139
44,980 42,382
Gain on disposal of equity investmentat SR AFEFABEZ
fair value through profit or loss BRAKRE 2 BF - (431)
Gain on disposal of a subsidiary HE—FHWBEARZ&F (762) =
Gain on disposal of available-for-sales HEHfHERE
investments ZBH - (605)
Write-down/(write-back) of inventories FEME,(EE) =
to net realisable value ZREETH (243) 2,984
Impairment of intangible assets BREEEZRE 16 - 75,000
Impairment of available-for-sale A HERE ZRE
investments 18 - 315,192
Loss on write-off of items of WEEME  BEK
property, plant and equipment HEBE BB 13 920 3,764
Foreign exchange differences, net BEHZ 35 (1,311) (34)
Impairment of trade receivables B 5 W RIE 2R E 21 4,559 1,342
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9. DIRECTORS AND FIVE HIGHEST PAID EMPLOYEES’ 9. EERTEBBESFMA LIS
REMUNERATION
(a) Directors’ remuneration (a) EEf &
Directors’ remuneration for the year, disclosed R FMREEEQATHEDE 161
pursuant to the Listing Rules and Section 161 of the EZMEMELIEE  EFFRN 2
Hong Kong Companies Ordinance, is as follows: W
Group
rEE
2011 2010
—B2——F —T-FTF
HK$'000 HK$' 000
FEx FET
Fees wue 360 229
Other emoluments: H R -
Salaries and allowances e MOER 534 1,039
Equity-settled share option PR 7S 45 55 P IR R B 2
expense 283 3,999
Pension scheme contributions RIRE IR 18 21
835 5,059
1,195 5,288
In 2011, the directors exercised all share options RZE——F » EFTHFEREBEARQAER
under the share option scheme of the Company, and EETEIR T2 25 EE  BEESHE
no directors were granted share options under the £ AN E BIRE RS MBS A 7] AR
share option scheme of the Company in respect of STEIERERE - FEE—THBEANEE
their services to the Group. Further details of which BB mEMIEE32 -
are set out in note 32 to the consolidated financial
statements.
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9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’ 9. EERTEBBESFMALENE (E)
REMUNERATION (continued)

(a) Directors’ remuneration (continued) (a) EEM L (E)
The remuneration of executive and non-executive HITEENIERATESB S I W
directors is set out below: -
Equity-settled Pension
Salaries and share option scheme Total
Fees allowances expense contributions remuneration
REEE Rk
BE HFEREE BREMRX SRR Yk
2011 —2—-F HKS$’ 000 HKS$’ 000 HK$’ 000 HK$’ 000 HK$’ 000

TR TR TR TERL TERT

Executive directors: HITEE -

Yang Zhigiang 508 - - - - -

Zhang Sanlin 5K = #k - - - - -

Zhang Zhong By - - - - -

Deng Wen S - 120 260 6 386

Maria Majoire Lo BAT - 414 23 12 449

534 283 18 835

Non-executive directors: HHITEE -

Gao Tianpeng AN - - - - -

Qiao Fugui BRE = = = = =

Zhou Xiaoyin B/NA - - - - -

Independent non-executive B HEHTTEE -

directors:

Gao Dezhu BiEE 120 - - - 120

Wu Chi Keung R 120 - - - 120

Yen Yuen Ho, Tony BTE 120 - - - 120

Zhou Jin Song EELA - - - - -

Sun Tong %Y - - - - -
360 - - - 360
360 534 283 18 1,195
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9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’
REMUNERATION (continued)
(a) Directors’ remuneration (continued)

9. EERTEBREFMALEHE ()

(a) EEM < ()

Equity-settled Pension
Salaries and  share option scheme Total
Fees  allowances expense contributions  remuneration
BRAEEE YN
e HekEN BRERX AR BMe
2010 —E-%F HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000
FHT THET THET THET THT
Executive directors: HITEE :
Yang Zhigiang DRt - - - - -
Zhang Sanlin /=M - - - - -
Zhang Zhong R - - - - -
Deng Wen HE - 247 1,917 6 2,170
Maria Majoire Lo EFD - 388 165 12 565
Cheung Hing Man, Charissa k2 X - 54 1,917 3 1,974
Yasumasa Ishizaka ARRY - 350 - - 350
- 1,039 3,999 21 5,059
Non-executive directors: HIHTEE -
Gao Tianpeng PN - - - - -
Qiao Fugui BEE - - - - -
Zhou Xiaoyin B/NE - - - - -
Guo Rui g - - - - -
Independent non-executive B HEHTEE -
directors:
Gao Dezhu BEE - - - - -
Wu Chi Keung it - - - - -
Yen Yuen Ho, Tony i 49 - - - 49
Zhou Jin Song EESEA 60 - - - 60
Sun Tong 7Y 60 - - - 60
Chiu Ching Katie ik 60 - - - 60
229 - - - 229
229 1,039 3,999 21 5,288

FAMBESTHRIFAERETAME 2
2 HE

There was no arrangement under which a director
waived or agreed to waive any remuneration during
the year.
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9. DIRECTORS’ AND FIVE HIGHEST PAID EMPLOYEES’
REMUNERATION (continued)
(b) Five highest paid employees’ remuneration
The five highest paid employees during the year
included no (2010: three) directors. Details of the
remuneration of the five (2010: two) non-director,
highest paid employees for the year are as follows:

A 5 4 i
i BV =S S
9. EERTEREHFMALHE (B)

(b) EEBRESFMALHME
FAXAKELAERFMER T AL
BE(CE-TF =R)EF " ZAL%

—ETF MR FEFZIERRFH
MEERAFE2MEFBHT

Group

AEE
2011 2010
—E2——-F —ZT-ZF
HK$'000 HK$' 000

FHET FE 7T
Salaries, allowances and benefits B « 28 R E W F 5
in kind 3,370 561
Equity-settled share option BAZEERERS
expenses - 1,273
Pension scheme contributions RIKEFHEIH K 24 17
3,394 1,851

The number of non-director, highest paid employees
whose remuneration fell within the following bands

HWNTATREZEEESFMNES
ABINT -

is as follows:

Number of employees

EBEAH
2011 2010
—E——F —ZT-IZTF
Nil to HK$1,000,000 Z 21,000,000/ 7T 3 1
HK$1,000,001 to HK$1,500,000 1,000,001/ T & 1,500,000/% 7T 2 1
5 2

During the year, no share options were granted
(2010: Nil) to any of these non-director, highest paid
employees in respect of their services to the Group.

FR - ZEHEEESHHESBERLE
S RAE B HIRY MR A B A
—T-FFE)
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10. INCOME TAX 10. FR 8%
Hong Kong profits tax has been provided at the rate of EEFEBRIEEERNEEBES 25t
16.5% (2010: 16.5%) on the estimated assessable profits FERT R AIRH E165% (T —FF -
arising in Hong Kong during the year. No provision for 16.5%) EH B - BRARAIRNAFE
Hong Kong profits tax has been made in the consolidated I E A AL ET ERBOR A - Bk I &
financial statements as the Company has no estimated RITEMBEREREBENERAEL B
assessable profits for the year (2010: Nil). TE-TF HE) o
Taxation on profits derived by Mainland China subsidiaries BB A R BBURE A 2 I8 T iR h
has been estimated at Mainland China corporate income PEMREBHRHEIS% (—ZFE—FF :25%)
tax rate of 25% (2010: 25%). {5t o
2011 2010
—E2-—-F _—T-ZTF
HK$’000 HK$' 000
FHET FET
Group: NEE -
Current — Mainland China BV ER 7R 18 — B K Bz
Charge for the year F N IE R 492 1,669
Overprovision in prior years BEFEBERE (80) -
Deferred (note 30) EER A (M9 5E30) (787) 741
Total tax (credit)/charge for the year F AT E(IK %), F X 258 (375) 2,410
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10. INCOME TAX (continued)
A reconciliation of the tax expense applicable to loss
before tax using the statutory rates for the regions in
which the Company and its subsidiaries are domiciled to
the tax expense at the effective tax rates, is as follows:

10. Fr % (&)
RIBA DT REK B AR PR EED
KT EE AR ATE 1R 2 TR R S AR
BRERRERFE AR 2HERAT -

Mainland
Hong Kong China Total
E# R K BE CE
HK$' 000 HK$' 000 HK$' 000
TET THT THT
Group - 2011 AEE-—F—-F
Loss before taxation BRATER (7,690) (10,771) (18,461)
Tax at the statutory tax rate RELERERGFEZHE (1,268) (2,693) (3,961)
Income not subject to tax HEFTMA (1,256) - (1,256)
Expenses not deductible for tax AAMFREE 658 1,644 2,302
Temporary difference not recognised AERNERIEEZE 19 (1,548) (1,429)
Adjustments in respect of current tax BEHFEATIE
of previous periods ZRE - (80) (80)
Tax losses utilised from previous periods HABEHH HBER (466) (58) (524)
Tax losses not recognised AERTBER 2,213 2,360 4,573
Tax charge at the Group's effective rate REAEEERMEAE 2 HEXL - (375) (375)
Group - 2010 AEE-—Z2-EF
Loss before taxation BRBRIE R (407,001) (29,340) (436,341)
Tax at the statutory tax rate BRELERXRGFELZHE (67,155) (7,335 (74,490)
Expenses not deductible for tax AAHHAX 67,173 2,491 69,664
Temporary difference not recognised ARANERHZE 146 3,707 3,853
Adjustments in respect of current tax of BESRARE HE
previous periods - 69 69
Tax losses utilised from previous periods PRBTHR HBER (164) = (164)
Tax losses not recognised AERVBER - 3,478 3,478
Tax charge at the Group's effective rate REASEERHEHE AL - 2,410 2,410

11. LOSS FOR THE YEAR ATTRIBUTABLE TO OWNERS M. SR ATNEEAELER
OF THE PARENT

The consolidated loss attributable to owners of the parent
for the year ended 31 December 2011 includes a loss of
HK$69,299,000 (2010: HK$406,949,000) which has been
dealt with in the financial statements of the Company

(note 33(b)).

HE-_T—F+_A=+—8BL*HF
E BRABEEAEGHREEBERRE
£51869,299,0008 T (=& — T F :
406,949,000 7T ) E AR A A B EmE AN
BRI (MI5E33(b)) ©
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12. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT
The calculation of basic loss per share amounts is based
on the loss for the year attributable to ordinary equity
holders of the parent, and the weighted average number
of ordinary shares of 2,750,116,000 (2010: 782,224,000)
in issue during the year.

No adjustment has been made to the basic loss per share
amounts presented for the years ended 31 December
2011 and 31 December 2010 in respect of a dilution as
the Group had no potential dilutive ordinary shares in
issue during 2011 and the impact of the share options
outstanding had an anti-diluting effect on the basic loss
per share presented for 2010.

The calculation of the basic loss per share is based on:

i BV =S S

2. B EEERRRARBGERER

EREANSESBEIBRESA B
BFEARBGHEFRNEEBEFA E?é‘ﬁjéfﬁ
% ANt F 9 8%2,750,116 oooﬂx(_“—g

£ :782,224,0000%) Mat &

AN ASE R~ —— 4 R
BATRAR - BRI Y
—TEF25I 2 SREABRARRES
(e EUBE-F——FR-F—FF
+o A=+ AR EE A2
2 SREARB RSB EREE -

PRERERTIRBEIA B E

el

2011 2010
—BE——F —ZE-ZF
HK$'000 HK$' 000
FERT T T
Loss BB
Loss attributable to ordinary equity FA{EFTE SR ENEE 2
holders of the parent used inthe SR A E@EERITH ABILEE
basic loss per share calculation (18,084) (438,745)

Number of shares (in ' 000)

RHBHBE (FR)
2011 2010
—F——F% —T-FF
Shares i gvi)
Weighted average number of REFEERERBEZFA
ordinary shares in issue during BT BRINEFSH
the year used in the basic loss
per share calculation 2,750,116 782,224
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13. PROPERTY, PLANT AND EQUIPMENT 13. ¥ - BEREE
Group rE
Leasehold Furniture
improve-  Plant and and Motor Office
Buildings ments machinery  fixtures  vehicles equipment Total
HEgF BER BRR WAE

BT £ HE kE fE &f st
HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000
Téx TEx Tz TRz  TEx  TER  TEx

31 December 2011 —2-—-%
t=A=+-H
At 1 January 2011: RIE——F
—A-B:
Cost KA E 22,941 8,798 9,054 15,380 2,814 9,190 68,177
Accumulated depreciation ZHFTERRAME
and impairment (6,658) (4,251) (4,081) (5,705) (1,337) (6,877)  (28,909)
Net carrying amount REFE 16,283 4,547 4,973 9,675 1477 2313 39268
At 1 January 2011, net of RZE——%
accumulated depreciation —A—B ik
and impairment ZHFTERRAME 16,283 4,547 4,973 9,675 1477 2313 39,268
Additions NE - 578 33 435 793 3,843 5,682
Depreciation provided FEME
during the year (1,494) (3,261) (1,478) (2,549) (400) (1,013)  (10,195)
Disposals & - - = (554) = (366) (920)
Exchange realignment E 5 884 49 158 444 32 317 1,884
At31December 2011, netof ~ RZZE——4
accumulated depreciation +ZA=z+-R"

and impairment

NR2;MERRE 15673 1,913 3,686 7,451 1,902 5,094 35,719

At 31 December 2011: RZF——F
TZA=+-8:
Cost KAE 25,130 9,429 10,198 16,020 3814 12,714 71,305
Accumulated depreciation ZEAMERRE
and impairment (9,457) (7,516) (6,512) (8,569) (1,912) (7,620)  (41,586)
Net carrying amount REFE 15,673 1,913 3,686 7451 1,902 5,094 35,719
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13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. ¥ - MERN%XE(E)
Group (continued) AEE(EK)
Leasehold Furniture
improve-  Plant and and Motor Office
Buildings ments  machinery fixtures vehicles  equipment Total
HERF RBER  HAR /NS
BT & He £E a:d & @zt
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS'000
TEr  TEr  TEx  TEx  TEx  TEx  TEx
31 December 2010 ~B-%F%
t=A=t+-H
At 1 January 2010: RZE-TF
—A—-R:
Cost KAE 21,784 7,608 8,788 22,157 2,701 6,997 70,035
Accumulated depreciation ZHTERAE
and impairment (4.818) (2,583) (3.392) (8,846) (755) (5,882) (26,276)
Net carrying amount REFE 16,966 5,025 5,396 13,311 1,946 1,115 43,759

At 1 January 2010, net of RZE-TF

accumulated depreciation —A—B - #ik

and impairment ZHTERAE 16,966 5,025 5,396 13,311 1,946 1,115 43,759

Additions NE 164 887 91 4,859 - 2,097 8,098

Depreciation provided FEFE

during the year (1,634) (1,597) (750) (5,353) (558) (955) (10,847)
Disposals e - - (14) (3,750) - - (3,764)
Exchange realignment B 5 787 232 250 608 89 56 2,022
At 31 December 2010, netof  RZZ—%F
accumulated depreciation +ZRA=+-1"
and impairment NREAHERAE 16283 4,547 4,973 9,675 1477 2313 39,268
At 31 December 2010: R-ZE-TF
tZA=1+-R:
Cost KAME 22,941 8,798 9,054 15,380 2,814 9,190 68,177
Accumulated depreciation  Z&THTE RAE
and impairment (6,658) (4,251) (4,081) (5,705) (1337) (6,877) (28,909)

Net carrying amount REFE 16,283 4,547 4973 9,675 1477 2,313 39,268
The buildings of the Group are situated outside Hong REFBZIEFANNEEIEIN  WEZER—
Kong and erected on land held under a medium term AR PREEAOER 2 M o
lease.
Depreciation of HK$7,223,000 (2010: HK$8,482,000) AR RISER D ERAIETIHE
has been included in administrative expenses and 7,223,000 0 (ZZE —Z F : 8,482,000
selling and distribution costs and HK$2,972,000 (2010: BIT) - MIHEMRARTE T HE2,972,000
HK$2,365,000) in cost of sales. BT (ZF—FF : 2,365,000 7T) °
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31 December 2011 —FE——F+_A=+—H
13. PROPERTY, PLANT AND EQUIPMENT (continued) 13. Y% - BERSE (&)
Group (continued) AEE (&)
The net book value of the Group’s property, plant and REEREREHEREZYE BEML
equipment held under finance leases included in (i) office LEEESESEE)RATREE
equipment of HK$108,000 (2010: HK$63,000); and (ii) £6108,000/8 7t (—Z & —Z4F : 63,000/8
motor vehicle of HK$815,000 (2010: HK$1,018,000). 70) ¢ K (ii))T BB 42 %E815,000/8 L (—F —

T4 : 1,018,000 7T) °

At 31 December 2011, the Group’s buildings with a net NZ_E——F+_F=+—H KEHE
book value of approximately HK$15,673,000 (2010: HFE415,673,0008 0 (ZE—Z4F
HK$16,283,000) were pledged to secure general banking 16,283,000/ 70) 2 EFEEBIEALRE
facilities granted to the Group (note 27(b)). EER —MRIBITRE ZER (M:3270b)) °
Company b /N
Furniture
Leasehold and Office
improvements fixtures equipment Total
HERFEE BRREE WAERE st
HK$'000 HKS' 000 HK$'000 HK$' 000
TR TR TER TER
31 December 2011 “E--%+ZA=1-H
At 1 January 2011: RZZ——F-A—R:
Cost KAME 56 - 27 83
Accumulated depreciation ZEtERAE
and impairment (11) - (10) (21)
45 - 17 62
At 1 January 2011, net of R-E——%—H—H"
accumulated depreciation Tﬂﬁ%f%ﬂﬁ% KA
and impairment 45 - 17 62
Additions NE 58 92 182 332
Depreciation provided EEWE
during the year (23) (18) (36) (77)

At 31 December 2011, net of R_E-——F+-A=+—8"

accumulated depreciation MR EFATERRE
and impairment 80 74 163 317
At 31 December 2011: R-F-——F+-A=1—H:
Cost AE 114 92 209 415
Accumulated depreciation ZEtERAE
and impairment (34) (18) (46) (98)
Net carrying amount REFE 80 74 163 317
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13.

PROPERTY, PLANT AND EQUIPMENT (continued)

i BV =S S

13. % - BMER®E (&)

Company (continued) KAT (&)
Leasehold Office
improvements equipment Total
HERFEE WOAERE Bt
HK$' 000 HK$' 000 HK$' 000
THT FHET FAT
31 December 2010 —E-EF+ZH=+-—H
At 1 January 2010: R-ZZE-FTF-A—R:
Cost BB - 16 16
Accumulated depreciation BEERRE
and impairment - @) 7)
- 9 9
At 1 January 2010, net of accumulated R -_ZE—T&F—HF—H -
depreciation and impairment Ik 258 MRE - 9 9
Additions NE 56 11 67
Depreciation provided during FAFE
the year (11) (3) (14)
At 31 December 2010, net of RZE-ZTF+ZA=+—8H"
accumulated depreciation MR 2FHITE LBE
and impairment 45 17 62
At 31 December 2010: R-ZZE-ZF+_A=+—0H:
Cost RAE 56 27 83
Accumulated depreciation 2T ERRE
and impairment (11) (10) (21)
Net carrying amount BREFE 45 17 62
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S0 5 2 B BE
31 December 2011 —E——F+_A=+—H
14. PREPAID LAND LEASE PAYMENTS 14. B A€
Group
AEH
2011 2010
—2——F _—T-FTF
HK$' 000 HK$' 000
FHExT FH&TT
Carrying amount at 1 January R—A—BZEKEE 5,343 6,141
Amortisation recognised during FACEREE
the year (613) (798)
Carrying amount at 31 December RT+Z—A=+—BZEHE 4,730 5,343
Current portion included in prepayments,  TEfTFIE « & R EH A
deposits and other receivables FE W R 2 R B Bl 1D (695) (695)
Non-current portion e B EL 19 4,035 4,648
The leasehold land is held under medium term leases and HELHRERHBESNES - B
is situated in Mainland China. °
At 31 December 2011, the Group's prepaid land lease N_E——F+_A=+—H8 &~EH
payments with a net book value of HK$4,730,000 (2010: 8% M J¥ 84,730,000 . (Z & —F 4 :
HK$5,343,000) were pledged to secure general banking 5,343,000/ 7T) 2B+t FE 4 2 I E
facilities granted to the Group (note 27(b)). BRNEFRER —KRIBTHE ZER (T
27(b)) °
15. GOODWILL 15. &
Group
AEE
HK$’ 000
TERT
At 1 January 2010, 31 December 2010 and 2011: RZE—ZFF—H—H  —F—ZF
EZF——F+ZHA=+—H":
Cost DNl 102,546
Accumulated impairment Z25tRE (102,546)
Net carrying amount BREFE -
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31 December 2011 —EFE——ft-HA=+—H
16. INTANGIBLE ASSETS 16. BL&EE
Brand name m e
Group
rEE
HK$’ 000
FER
31 December 2011 —E——f+=ZH=+—H
Cost at 1 January 2011, net of accumulated RZZE——F—H—HZKAKAE -
amortisation and impairment PR Rt R E 15,706
Impairment during the year FARE -
Cost at 31 December 2011, net of accumulated W -_ZT——F+-_A=+—HZ
amortisation and impairment FCANE - FOkR R T IE RORE 15,706
At 31 December 2011: R_EB——F+_-_A=+—8":
Cost B ANME 99,906
Impairment BB (84,200)
Net carrying amount FREFE 15,706
31 December 2010 —E-EF+=H=+—H
Cost at 1 January 2010, net of accumulated RZE—ZEF—H—BAZKNE
amortisation and impairment HBr 2T# 8 RBE 90,706
Impairment during the year FANRIE (75,000)
Cost at 31 December 2010, net of accumulated WRZE—ZFF+_A=+—HZKKXE "
amortisation and impairment PR Rt H R E 15,706
At 31 December 2010: R-ZT—T&F+—-_HF=+—§H:
Cost RECAE 99,906
Impairment VERED (84,200)
Net carrying amount FREFE 15,706
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31 December 2011

16. INTANGIBLE ASSETS (continued)

Brand name (continued)

The brand name represents rights for the use of the
brand name “CMM" arising from the acquisition of CMM
International Group Limited in 2007.

Impairment testing of brand name with indefinite
useful life

The recoverable amount of the brand name has been
determined based on its value in use. The senior
management of the Group adopted the “Relief from
Royalty” approach in estimating the cash inflow from the
brand name. The discount rate applied to the cash flow
projections is approximately 28%.

Key assumptions were used in the value in estimating
the brand name’s value in use for the years ended 31
December 2011 and 31 December 2010. The following
describes each key assumption on which management has
based its cash flow projections to undertake impairment
testing of the brand name with indefinite useful life:

Budgeted revenue — The basis used to determine the
growth rate assigned to the budgeted revenue was
referenced to the historical revenue growth rate.

Discount rates — The discount rates used are before
taxation and reflect specific risks relating to the relevant
units.

During the year, no impairment (2010: HK$75,000,000)
on the brand name is provided in the financial statements.

S 0% e ik

e Y =

16. L& E (&)

m g (&)
mMEBEEER-_ZEZTELFKRECVMM
International Group Limited {# F
[CMM ] @ h& 2 %R -

SEPRE A F M 2 WA R

mhE <z AT ESRE R RIBEAEEETE -
AEBREEERBRA 2 MEFHEER
BEAGA MR ZRERA - RERER
B Z AR KK 1328% ©

Rst8E—T—F+-_A=+—8X
—T-TE+ A+ HUEFEZRE
AFEREEXNABFRAE T EZMRE -
NTAERERBARSREBAHETE
2N A A HA G R R (BRI R B PRI 2

EXBHR

T H % — TR H Rt 2 B R 8%
B R B

REIR R — PR 2 RE 3R R TORR B A L3R
R WRBRABEM T ERR -

FRCEFVERREERERE(ZZ
—Z 4 : 75,000,000/ 7T) ©
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31 December 2011 —E —-—F+_H=+—H

17. INTERESTS IN SUBSIDIARIES AND DUETO A
SUBSIDIARY
(a) Interests in subsidiaries

17. B ARz EE R ENKEB LD T RIE

(a) AR 2R

Company
KAF

2011 2010

—E——F —Z=T-ZF

HK$’'000 HK$’ 000

FET FAET

Unlisted investments, at cost JELETHG AR 46,550 46,550
Due from subsidiaries* JiE U B /B R R FRIE * 634,547 620,301
Less: Provision for impairment R (E B (232,374) (486,151)
Total interests in subsidiaries (YNGR ey ] 448,723 180,700

During 2011, an impairment amounting to
HK$224,014,000 (2010: Nil) was released following
a disposal of a subsidiary; an impairment amounting
to HK$94,461,000 (2010: Nil) was written off on
investment in Winning Elite Investments Limited
("WEIL"); and an impairment was provided on
advances to subsidiaries of HK$64,698,000 (2010:
HK$393,316,000), as these subsidiaries have been
loss-making for some time. Impairment made in
2010 was related to advances to subsidiaries for the
purchase of available-for-sale investments and brand
name.

* The amounts advanced to the subsidiaries included in the
interests in subsidiaries above are unsecured, interest-free
and have no fixed terms of repayment.
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31 December 2011 —E——fFtHA=+—H
17. INTERESTS IN SUBSIDIARIES AND DUE TO A 17. MBLARIZE R ENKE A RAMKIE
SUBSIDIARY (continued) (#8)
(a) Interests in subsidiaries (continued) (a) B AT Z2fEZE (E)
At 31 December 2011, the Company had direct and RZE—F+-_A=+—H " AR
indirect interests in the following subsidiaries, all AR TIIM B AR HE EE MFEERE
of which are private companies (or, if incorporated %= ZERNEHARE AR (S MHIF
outside Hong Kong, have substantially similar IEREB M - BIEE B MK
characteristics to a private company incorporated in SZAENTMERBES) B
Hong Kong), the particulars of which are as follows: T

Place of Nominal value

incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRI
LER/

Ag=31103 R VNG

a8 TELERE ARELEE EiERER DL IEREH
Direct Indirect
E# CiF

Bension International Limited British Virgin Islands ~ US$3,955,130 - 100 Investment
("BVI") holding
EEELES  3955130%T REEK
Beauty Charm International Company Limited ~ Hong Kong HK$10,000 — 100 Investment
holding
BB 10,000 7T REEK
Beauty Connect Holdings Limited Hong Kong HK$10,000 - 60 Investment
holding
BB 10,000 7T RERKR
The Beauty Collection International BVI Us$100 - 75 Investment
Group Limited holding
RBREAES 100%7T REEK
Carissa Bay Inc. BVI US$5,970,514 100 - Investment
holding
RBRLHES  5970514%TT RERR
Cheng Ming Ming's Beauty World Limited Hong Kong ~ HK$2,001,000 = 100 Investment
holding
BABENERERAT F&  2,001,000% 7T REER
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31 December 2011 —E —-—F+_H=+—H

17. INTERESTS IN SUBSIDIARIES AND DUETO A
SUBSIDIARY (continued)
(a) Interests in subsidiaries (continued)

17. B ARz EE R ENKEB LD T RIE
(1®)
(a) BT 2Rz (&)

Place of Nominal value

incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRI
LER/

=310 TR VNG

£1 TELEHY BEEXEE EiERERDL TEEHR
Direct Indirect
E# CiE:3

Cidesco International School Limited Hong Kong HK$2 - 100  Operation of an
aesthetic school
B0 2B TT BEEEER
CMM International Group Limited BVI US$5,970,514 - 100 Investment
holding
EEELES 5970514F T RERR
CMM Monita Academy Limited (i) Hong Kong HK$10,000 - 100 Operation of an
aesthetic school
B 10,0007 7T REEZER
Golden Harbour International Hong Kong HK$10,000 - 100 Trading of
Trading Limited (i) mineral and
metal products
B 10,0007 7 BENTE
EmEH
Golden Grand Investment Limited (i) BVI US$1 100 - Investment
holding
LERAES E REZR
Direct Offer Limited BVI Us$1 100 - Investment
holding
RBRUHS 17T REER
Kasper Holding Limited BVI US$1 - 100 Investment
holding
EERUHS 17T RERR
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31 December 2011 —E——fFtHA=+—H
17. INTERESTS IN SUBSIDIARIES AND DUE TO A 17. B ARl 2 &= R EA KB A B FIE
SUBSIDIARY (continued) (&)
(a) Interests in subsidiaries (continued) (a) B AT Z2fEZE (E)
Place of Nominal value
incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRI
LER
=310 TR VNG
£8 TELEHY BMREXEE EiERER DL TEEHR
Direct Indirect
B CF:3
M.D. Cliniceuticals Company Limited Hong Kong HK$10,000 - 100 Trading of
cosmetic
products
BB 10,0007 7 tmmE 5
Marianne Spa | Limited Hong Kong HK$100 = 100 Provision of
beauty services
B 100 7T - RIEXARS
Marianne Spa Il Limited Hong Kong HK$2 - 100 Provision of
beauty services
30 2ETT RUEEDTRE
Fairlady Cosmetics Limited Hong Kong HK$10,000 - 100 Trading of
cosmetic products
REZRARAA B 10,0007 7T tmmE 5
Monita Group Limited Hong Kong  HK$30,851,002 = 100 Provision of
beauty services
and trading
of cosmetic
products
BiE 30,851,002 7T REZBRBR
ftHmE
Monita Trademark Limited BVI Us$2 - 100 Holding of
trademarks
SRERRARAA LERTES Ve RARE
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31 December 2011 —E —-—F+_H=+—H

17. INTERESTS IN SUBSIDIARIES AND DUE TO A 17. B ARIZEERENHEB A TRE
SUBSIDIARY (continued) (#8)
(a) Interests in subsidiaries (continued) (a) BT 2Rz (&)

Place of Nominal value

incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRI
LER/
=310 TR VNG
£1 TELEHY BEEXEE EiERERDL TEEHR
Direct Indirect
E# CiE:3
Winning Elite Investments BVI Us$1 100 Investment
Limited (“Winning Elite”) holding
LERAES 17T REZR
TRBRACERERAF (i) PRC/Mainland ~ US$1,200,000 - Provision of
China consultancy and
technical services
and manufacture
of cosmetic
related products
HE  1,200,000%7T RALFHAR
Rl AR %
AR SE L
HEBER
LEGHRABEERARA PRC/Mainland  RMB3,000,000 - Trading of
China cosmetic products
h AE# tHmE
3,000,0007T
DBREEBEENIZR PRC/Mainland ~ RMB1,000,000 - 100 Operation of an
China aesthetic school
h N BEBXER
1,000,0007C
TRBRAXAXEARAA PRC/Mainland ~ US$210,000 - Provision of
China consultancy
services and
aesthetic services
h 210,000% T REEARE R
EER%
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31 December 2011 —E —-—F+_H=+—H

17. INTERESTS IN SUBSIDIARIES AND DUETO A
SUBSIDIARY (continued)
(a) Interests in subsidiaries (continued)

17. B ARz R ENKE QT FIE
(1®)
(a) BT 2Rz ()

Place of Nominal value

incorporation/ of issued Percentage of
registration ordinary share/ equity interests
and principal registered attributable to Principal
Name operations paid-up capital the Company activities
BRI
LER/
R/ R K NN
£8 TELEHY BMREXEE EiERER DL TEEER
Direct Indirect
=§; 3 CiE:3
BEHE S (L&) BRAF i) PRC/Mainland ~ US$230,000 - 60 Trading of
China cosmetic products
h 230,000 7T timeE %
LABBEREEBRAA PRC/Mainland ~ RMB100,000 - 100 Provision of
China aesthetic services
e AR REBBEZRG
100,0007T
LAEHHERRR PRC/Mainland ~ RMB100,000 - 100 Trading of
China cosmetic products
h AE# tHmE
100,0007T
Note: B3t
(i) These subsidiaries are incorporated in the year 2011. () ZEWMBRATNRGEM T ——FEMAKL -
(i)  These subsidiaries are registered as wholly foreign-owned (i) ZEMBRABRBEFEEEIMRIIEBEERE -

enterprises under PRC law.

(b) Due to a subsidiary
The amount due to a subsidiary is unsecured,
interest-free and has no fixed terms of repayment.

(b) BENHE2RARE
FERTHI B AR RIAREIEI - 28R
B R O e
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18. AVAILABLE-FOR-SALE INVESTMENTS

8. AMHERE

Group Company
rEH b NN
2011 2010 2011 2010
—F-—F —T-TF ZF-—F —_FT-FTF
HK$’ 000 HK$’ 000 HK$’ 000 HK$ 000
THET TET THERT THET
Unlisted equity investments, 3F_E A% AN
at cost RE - EAAE 111,410 373,079 - -
Impairment B (94,441) (315,192) = -
16,969 57,887 - -

Unlisted equity investments consisted of investments
in equity interests which were designated as available-
for-sale investments and have no fixed maturity date or
coupon rate.

As at 31 December 2011, unlisted equity investments with
an aggregate carrying amount of HK$16,969,000 (2010:
HK$57,887,000) were stated at cost less impairment
following decline in estimated value of the investments.
Further details of the unlisted equity investments are set
out below:

Investment in the Partnership

As at 31 December 2011, the Group had invested
HK$111,410,000 (2010:HK$111,410,000) for 26.6%
(2010: 26.6%) interests in LCF Macau Co-Investor L.P.,
a limited partnership formed on 16 June 2006 under the
Partnership Act 1996 of the BVI (the “Partnership”).

The Partnership has a term of 10 years from the date
of its formation. The subscription was completed on 11
September 2006. The Partnership is principally engaged in
the property investment business. The principal asset held
by the Partnership as at 31 December 2011 was a 4.61%
(2010: 4.61%) equity interest in Baia da Nossa Senhora
da Esperanca Real Estate Development Company Limited,
a limited liability company incorporated in Macau, which
has an interest in a piece of land situated at Fabrica de
Panchoes lec, Macau.
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FLTRAREBEREESAIHEERE
HI?EIE%%EI%??E?Z&K%&&

RNZE——F+-_A=+—H #K
M {E 516,969,000 L (=T —ZT F :
57,887,000/ 7T) < 3£ E MR AR & IR BE
W& 2 FHEE T BRARK AR E S BR
FELTMRAEEFBET

REBLERZIKE

%—%——¢+—H:+—E RIS
B % E111,410,0008 T (Z T —ZTF :
111,410,000/ 7T ) 2L — Faﬁffﬁdﬁ VAWIWAN
FRBRAUBEBAERLEFIE_TEAX
FRATNBRYZEBRE TEHLCF
Macau Co-Investor LP. ([ B %) 2
266% (T —ZF :26.6%) 1z o

ERLEZFRABENY BB T+
F - RBER_ZEZENFNLA+—HE
KB EEFEREMEREEE -

ERLER-_ZE——F+A=+—
ARFECEEEER —RHRNRMTM
FX 32 2 4 BR /A A]Baia da Nossa Senhora
da Esperanca Real Estate Development
Company Limited (¥ 5B — & iz 1A 8 P
Fabrica de Panchéeslec LongZ =t b 2 #&
) 24.61% (ZF—ZTF :4.61%) xiE -
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31 December 2011

18. AVAILABLE-FOR-SALE INVESTMENTS (continued)

The Partnership comprises a general partner and 11
limited partners, including the Group as at 31 December
2011. The general partner of the Partnership shall have
the sole right to determine whether from time to time
profits of the Partnership shall be distributed in cash
or shall be left within the Partnership, in which event
the capital account of all partners shall be increased.
The limited partners cannot make any investment and
operating decisions of the Partnership and shall be
entitled to receive a share of the annual net profits
equivalent to their share in the capitalisation of the
Partnership. Limited partners may not withdraw from the
Partnership prior to the termination of the Partnership.
Interests in the Partnership may be assigned only with the
written consent of the general partner, which consent
may be withheld at its sole discretion.

During the year ended 31 December 2011, no impairment
(2010: HK$94,441,000) was made for the investment in
the Partnership. The Group’s interest in the Partnership
was subsequently disposed of at the price approximately
to its carrying value as of 31 December 2011.

Investment in Sociedade De Investimento Imobiliario Pun
Keng Van, S.A. (“Sociedade”)

Sociedade is a limited liability company incorporated in
Macau and principally engaged in the property investment
and development business. The principal asset held
by Sociedade was a piece of bare land located at Baia
de Praia Grande (Nam Van Lakes District), Macau for
residential development purposes. At 31 December 2010,
the Group had invested HK$261,669,000 for 16.49%
equity through its 100% owned subsidiary, Performing
Investments Limited (“PIL"), in Sociedade. An impairment
of HK$220,751,000 was provided for the investment in
Sociedade following the decline in its carrying value in the
financial year ended 31 December 2010.

In May 2011, the investment in Sociedade was disposed of
following the disposal of 100% equity interest in PIL to a
third party, resulting in a gain on disposal of available-for-
sale investment of HK$762,000.

S 0% e ik

3 B =4

18. T HERE (&)

R-TE——F+-A=+—H aBt%
BB REBART—R2BRABA
(BHREAEKHE) - ABEEZ —REBAR
BE—#R  TREEABEERZEMNS
UMD IRLAEABERFRE - MAEL
FERAT  FIBEBAZERK/EN - B
REBATRIELEREENEMRER
REEIRE ]I*ﬁ_%ﬂﬂlﬁiffﬁ—rﬁ(‘ﬁﬁﬂﬁ/\%
CEENEZFEMN - BREHTEE
ERLERIEAMRHARBEE - E’:\/a\%é’;ﬁ
%Z%ﬁ?’ﬂ%fif\ﬁé’a—ﬁ/—\%’?/\iﬁﬁ%
(BEREAH-—REBABHNIBL
BH)R - IAREEE -

HE-_T—F+-_A=+—HI1FE "
WESEEBPEZIREFHRE(ZZE—
TF : 94,441,000 7L) - AEBRER
PEZEZERHEBREER T ——F
AT —HZEEBEZEBRES -

FSociedade De Investimento Imobiliario
Pun Keng Van, S.A. ([ Sociedade]) Z # &

Sociedades — IV BPIGFEMA Y 2 B R
NE  FERENERERERER -
SociedadeFfT B2 T EEE R —RAIR
F9Baia de Praia Grande (/& [R) — &
= EEERRAE R —ZF
+ZA=+—H AEERBEI00%
bS8 ‘X FlPerforming Investments Limited
(I'PILJ) M Sociedadez 16.49% % 1 1% &
261,669,000/ JT ° HBEASodedadeZZ%i§§
ZEEERSE T TF+_A=+—
EIJJ:EE&EE/JWE & 1t #ESociedade 2
& & fEH RI{E220,751,0007 7T °

R-ZZFT——F AP RSociedadeZ K&
EEBPILZ100% R A EmHE TE=F
MEFHE  AEMEEREAHEERE
Z 762,000 7T °
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19. INTEREST IN AN ASSOCIATE

i BV =S S

19. REME DT 2R

Share of net assets Bt EEFE
Less: Provision for impairment B BB

Group

REE
2011 2010
—F-—-5 —T-ITF
HK$’ 000 HK$ 000
THET THET
- 2,283
- (2,283)

Particulars of the associate as at the end of the reporting

BREBENRNRARNEEER 2ERH

period are as follows: R
Percentage
of ownership
Particulars Place of interest
of issued incorporation  attributable to Principal
Name share capital and operations the Group activity
(Indirect)
REH
=L 21T AL, (B ) FE1S
RAER FEMREEHE BEEESL FEXH
The Skin Workshop Ordinary share Hong Kong 42% Inactive
Limited * HK$1 each
BREEIETT BB EEaX
Z BB

* Not audited by Ernst & Young, Hong Kong or another member
firm of the Ernst & Young global network.

The Skin Workshop Limited was deregistered during
the year. The following table illustrates the summarised
financial information of the Group’s associate extracted
from its financial statements:

* WIEME B LK FHEDFE BT kErnst & Young®
PRAM 2 BB R A EAZ -

TRERAE BB S DA 2 0 AR
E . DESEEMBEE -

Assets Liabilities Revenue Loss

BE = U 2% E#E

HK$" 000 HK$’ 000 HK$" 000 HK$' 000

FETT FETT FET FET

2011 —E——F - - - -
2010 —E-FF 1,991 36 - -
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$ 755 2 B
31 December 2011 —E——fFtHA=+—H
20. INVENTORIES 20. 78
Group
REE
2011 2010
—2——F —ZT-FF
HK$’ 000 HK$" 000
FHET THTT
Raw materials JR#1 % 6,704 9,334
Work in progress & m 882 537
Finished goods X i 17,262 22,123
24,848 31,994
21. TRADE RECEIVABLES 21. ES EWRRE
Group
REE
2011 2010
—2——F —ZT-FTF
HK$’ 000 HK$" 000
FHET TETT
Trade receivables g 5 WA 22,137 12,335
Impairment B (6,410) (1,851)
15,727 10,484
The Group has different trading terms with customers for AEEEF 2B 5 GRIBRE R EH M
different businesses. BAZR-
For services rendered, no credit term is granted to HRTEREM S - AEBETLTEFE
customers. EH o
For the sale of goods, payment in advance is normally HRHEERME  RESEFIN —RF
required, except for major customers. The Group's trading EEMNRE - AEBBETFZEHKRRE
terms with its customers are mainly on credit. The credit gﬁm/ﬁﬁﬁﬁﬁ;ﬂ AEBBETEP Z2HRE
period granted to customers generally ranges from one BN F—EAE=MEA -

month to three months.
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21. TRADE RECEIVABLES (continued) 21. B 5 EWEIE (48)
The Group seeks to maintain strict control over its RNEEBRHDEEEIWRENEITEER T
outstanding receivables to minimise credit risk. Overdue LUREEERE - s K EEES T HEM
balances are reviewed regularly by senior management. In BHALE RS o ERN ATt AR AREFRE
view of the aforementioned and the fact that the Group's SEWNFTELSRAETRZER » T E
trade receivables relate to a large number of diversified BANEEETRR @ HL28% (—F—
customers, there is no significant concentration of credit EF BB SERNFTBEBREARAER—F
risk except for approximately 28% (2010: nil) of trade BN c NEBWEGEWREIESITE
receivables is from a debtor of the Group. The Group does EREA M EMRAERZRE - EI
not hold any collateral or other credit enhancements over BENAEH A o

its trade receivable balances. Trade receivables are non-
interest-bearing.

An aged analysis of the trade receivables as at the end of RERIABEER HBEZERHCESE
the reporting period, based on the invoice date and net of WiE (NBEE) 2BEBRS T -

provisions, is as follows:

Group
rEH
2011 2010
—B2-——F —ZT-ZF
HK$' 000 HK$' 000
THET FAET
Within 3 months =EAR 10,698 8,764
4 to 6 months = E A 3,164 1,118
7 to 12 months +E+ @A 1,865 480
Over 1 year 838 — - 122
15,727 10,484
The movements in provision for impairment of the trade BSRWGIERERE 2EFHNOT -
receivables are as follows:
Group
rEH
2011 2010
—B2——-F —ZT-ZF
HK$' 000 HK$' 000
THET FAET
At 1 January n—H—H 1,851 509
Impairment losses recognised R AEWKIE 2 RESE
on receivables 4,559 1,342
At 31 December R+—_A=+—H 6,410 1,851
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31 December 2011

21. TRADE RECEIVABLES (continued)

Included in the above provision for impairment of trade
receivables is a provision for individually impaired trade
receivables of HK$6,410,000 (2010: HK$1,851,000)
with a carrying amount of HK$6,410,000 (2010:
HK$1,851,000).

The individually impaired trade receivables relate to
customers that were in default or delinquency in interest
or principal payments and only a portion of the receivables
is expected to be recovered.

The aged analysis of the trade receivables that are not
individually nor collectively considered to be impaired is as
follows:

S 0% e ik

e Y =

21.

E S5 EWFRE(F)

TR ESRERRFEBEBZRERER B
EREREERESERRBED ZEE
6,410,000 7 (— & —Z 4 : 1,851,000
BIL)  ZEEZERFRBZERER
6,410,000 L (ZZE —Z4F : 1,851,000
BIT) ©

% B 2 RE B 5 I Wk TR B R BE U
SIEEEEMN S XA T H IR AT E #B
DRERBERZEFP AR -

B 5 I Wik R (I 42 18 5 38 2k B 3 1 AR 7%
HERBE) mRE DT T

Group

rEH
2011 2010
—E2——F —T-FF
HK$' 000 HK$" 000
FTET FAET
Neither past due nor impaired A 80 HA KRk (B 10,963 7,546
Less than 3 months past due wmHEI LR =18 A 2,063 1,963
4 to 6 months past due 0 HR Y = /X (@ A 836 373
7 to 12 months past due BElZE+ (A 1,865 480
Over 1 year BB —F - 122
15,727 10,484

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for
whom there was no recent history of default.

Trade receivables that were past due but not impaired
relate to a number of independent customers that have
a good track record with the Group. Based on past
experience, the directors of the Company are of the
opinion that no provision for impairment is necessary
in respect of these balances as there has not been a
significant change in credit quality and the balances are
still considered fully recoverable.

W B SORE 2 B 5 R KWFIRTER %
RO BIERLEHE L TRAEFPEH -

ERMERBRECEZREFALDEER
ZRENEERFRIEEBRLIK B
BEP - REBEBERR  ARAESEAR
RREERME AR EEERY REL
EREE)  HRFESKIDIE SR B2
[l - & B B AR E B
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011 —E——F+-H=1—H
22. PREPAYMENTS, DEPOSITS AND OTHER 22. A RIE - e R HAEWRFIE
RECEIVABLES
Group Company
XEE AT
2011 2010 2011 2010

—g——% -T-TF - -—T-IF
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
FHE  TET TR TEX

Prepayments TEFRIR 7,104 6,789 796 433
Deposits and other Be kHEHAM
receivables JE A k18 10,084 45,364 1,429 8,796
17,188 52,153 2,225 9,229
None of the above assets is either past due or impaired. FEENEBEITORE - PR S
The financial assets included in the above balances related BEEANTEY EH /KL EIRE
to receivables for which there was no recent history of 15 o
default.
23. DUE FROM/TO RELATED PARTIES 23. FEUR FE(TEREE A T ROE
(a) Amounts due from related parties (a) FEUREEESE A T FRIE
Particulars of the amounts due from related parties, BIERBEATIENE16IBISFAIEEE
disclosed pursuant to Section 161B of the Hong Kong FAFEUN BB A TR IB 2B

Companies Ordinance, are as follows:

Group - 2011 TEB - —ZBE——F
Maximum
amount
outstanding
31 December during 1 January
2011 the year 201

2% ERiEE —B--F
+-A=t-H ZBREHE -A-H

HK$" 000 HK$' 000 HKS' 000

ThR TEr TR

Monita Hair and Beauty College Limited REEEEEABRABR AT 1,134 1,139 1,139

Chen’s Industrial Company Limited 162 162 162

LBEREMREERAH 654 654 616
CICA Association Limited Pl g - AR T

EAhesRAR 103 103 103

LEmHREREEARET 427 427 402

CHENG Ming Ming 2R e - 169 169

2,480 2,591
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23. DUE FROM/TO RELATED PARTIES (continued)
(@) Amounts due from related parties (continued)

23. B FETRREE A T FRIE ()
(a) FEWREE AL 70E (8)

Group - 2010 rEFE-—ZE—ZFF
Maximum
amount
outstanding
31 December during 1 January
2010 the year 2010
“Z-TF FRAEE —T-TF
+TZR=+—-H Z&&AFE —A—A
HK$' 000 HK$' 000 HK$" 000
TET TET TAET
Monita Hair and Beauty College Limited =~ SIEHEEEZRERER A A 1,139 1,139 1,139
Chen’s Industrial Company Limited 162 162 162
FEERENMEAERAA 616 616 582
Shanghai Winlay International Trading LBENBERESERAA
Co. Ltd - 208 208
CICA Association Limited g g BB E
ERHERRAT 103 107 107
HETRERSEHRET 402 402 380
CHENG Ming Ming BieAHA 169 169 132
HUANG Chen Wei Lay, Bernadette ARG - 32 32
2,591 2,742

The amounts due from related parties do not contain

impaired assets. The Group does not hold any
collateral or other credit enhancements over these

balances.

The above related parties are parties in which a
director of the Group’s subsidiaries or her close family

members had controlling beneficial interests. The
balances with related parties are unsecured, interest-

free and repayable on demand.

KB AL 2 RIBEY B ERESR
E o NEBWERZFERTA T
BRI EMRERAERAZRE -

FRBEBATHRAEEER —RE
ERREFEORRGKERAERE
Bl AT o HEABA T ZEHBA
EEA RERLBELRKEER -
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31 December 2011

23. DUE FROM/TO RELATED PARTIES (continued)
(b) Amounts due to related parties

i BV =S S

23. B FETRABE A T FRIE (])
(b) FE{IRAEEA L FIE

Group

rEH
2011 2010
—2——F —T-FF
HK$' 000 HK$" 000
THET FET
Peakjoy Global Ltd. 861 600
FBESAEYMBEEEAERAA 288 271
CHENG Ming Ming' Z[ B AR # 7,808 3,116

HUANG Chen Wei Lay, = R A

Bernadette - 5
FL Professionel Ltd. FEEXRINBRAA 120 120
9,077 4,112

! The balance contains loans of HK$6,295,000 (2010: Nil)
from a director of the Group’s subsidiaries, CHENG Ming
Ming. The loans denominated in Renminbi are unsecured,
bear interest at 6.5% per annum and are repayable within
1 year.

Except for the loans mentioned above, other balances
as at 31 December 2011 and 2010 are unsecured,
interest-free and repayable on demand.
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24. CASH AND CASH EQUIVALENTS 24. B4 RESZEEE
Group Company
rEH AAF
2011 2010 2011 2010
—2——F —_T-TF ZE——F —_FT—IFTF
HK$’ 000 HK$' 000 HK$’ 000 HK$' 000
TERT FET FET FET
Cash and bank balances R & NiRTT4# 12,150 41,129 4,290 32,149
Time deposits JE BiTF 3K 701,547 590,059 301,354 590,059

Cash and cash equivalents R& KIFESEEIEE 713,697

631,188 305,644 622,208

At the end of the reporting period, the cash and bank
balances of the Group denominated in Renminbi (“RMB")
amounted to approximately HK$254,111,000 (2010:
HK$8,334,000). The RMB deposited in banks in Mainland
China of the Group of approximately HK$6,312,000
(2010: HK$8,334,000) is not freely convertible into other
currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for
other currencies through banks authorised to conduct
foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for varying periods of between one day and three
months depending on the immediate cash requirements
of the Group, and earn interest at the respective short
term time deposit rates. The bank balances are deposited
with creditworthy banks with no recent history of default.

RERAMEER  AEE 2 AR
B e LIRTTERA 2254,111,000% 7T
— T T4 8,334,000 ) c AEEH
5 R R B K B8R 17 496,312,0008 7T (=
T—T 4 : 8,334,000/87T) 2 ARETERE
ERARAEMEYR  BREFRAE
COMNE B HIER R AETE - SERNESE
RE) AEE B RERAEITINE
B2ROIBARE LB BEMER o

FRI|ITZRERES BIRITFRA IR
FENNRERERA B o EHEHEHRF R
SEZAKHAeFRMOA/ANF—HE=
B Az T R7FRE - 248 B R B B 77 5%
MR BRER A B, o $R1T A8 BRTF PR I 48 3 1
R 2 BB RIFIRIT
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25. TRADE PAYABLES 25. EZENRIE
An aged analysis of the trade payables as at the end of the REBREEAER KR EZEHHE5E
reporting period, based on the invoice date, is as follows: B ZEBSTOT
Group
rEH
2011 2010
=E2-——-F —ZT-ZF
HK$’ 000 HK$ 000
THET THET
Within 3 months =EAR 9,589 11,580
4 to 6 months PN NS 1,904 1,163
7 to 12 months +E+ @A 1,050 2,824
Over 1 year FB 38— 603 1,702
13,146 17,269
The trade payables are non-interest-bearing and are BEENZIE ARG S  W—HRBER0H &
normally settled on 90-day terms. & o
26. OTHER PAYABLES AND ACCRUALS 26. HtENSERESER
Group Company
rEH KAF]
2011 2010 2011 2010

—g——% “FT-TF —¥——%F —FT-IF
HK$'000 HK$’ 000 HK$'000 HK$’ 000
FHET  THRT FERE  THRX

Deferred income PRI UL A 11,176 11,735 = -
Other payables H A fE < 5B 24,955 27,489 75 75
Accruals fEst &M 6,238 7,081 1,921 2,263
42,369 46,305 1,996 2,338
Other payables are non-interest-bearing and have an HEMENZEARE  FHERBHAE=E
average term of three months. Ao
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27. INTEREST-BEARING BANK BORROWINGS

S 0% e ik

i BV =S S

27. 5T EBTEE

2011 2010
g “T-%F
Effective Efective
Group interest interest
Notes rate Maturity ~ HK$'000 fate Maturity HKS'000
KLE fit RRER ER  TER ERE= )il Tén
Bank overdrafts -unsecwred  ATEX-EEAR @80  HBOR+05%~4%  Ondemand 2391  HBOR+05%-3%  Ondemand 2116
BB REXRE BRRT HEYER
FERE +0.5% ~ 4% FEHRE+05%~3%
Bank loans - secured BOEF-BAR B0 BRX1I2-115 012 20982 BLRx095~1.05 20m 16,165
EXfEE -%-ZF ETEE —5—-F
AEx112-115 HEx095~105
3313 18,281
Notes: Mot
(@) The Group's overdraft facilities amounted to HK$5,100,000 (@) AEBR-_ZT——F+_A=+—HZBXHEA
(2010: HK$ 4,500,000) at 31 December 2011, of which 5,100,000 7T (== —Z 4 : 4,500,000/ 7T) -
HK$2,391,000 (2010: HK$2,116,000) were utilised as at the ¥ 12,391,0008 T (=T — T4 :2,116,000%
end of the reporting period. The effective interest rate on bank T)RBARBELEEREHH - RITBEZIZER
overdrafts is HIBOR+4% (2010: HIBOR+3%) per annum. FHNERBEBRITAERB+4% (ZT—FF :
FRRITRERE+3%) °
(b) Bank loans amounting to HK$14,812,000 (2010: (b) SRITEREE4,812,0008 T (=T — T4 :
HK$16,165,000) are secured by mortgages over the Group's 16,165,000 7T) DAL B 2 B F KRB L it
buildings and prepaid land lease payments which had carrying HezRBIELAER RARBRLEERZRR
values of approximately HK$15,673,000 and HK$4,730,000 B 5 R4 415,673,0007% 7t 24,730,000/ 7T (=
(2010: HK$16,283,000 and HK$5,343,000) (note 13 and note T —F4 116,283,000/ 7T 15,343,000 7T ) (it
14), respectively, at the end of the reporting period. F13RMEF14) o
Included in the secured bank loans are bank loans amounting BEMRITEREIE—2£6,170,0008 T (=ZF
to HK$ 6,170,000 (2010: Nil) which are secured by an asset —ZF8) 2RITER - TILA—THMAChen's
owned by Chen’s Industrial Company Limited, a company Industrial Company Limited (1 ff{ B R & — &&=
controlled by a director of the subsidiaries. BHzRRHEAE 2 EERER -
() The secured bank loans are denominated in Renminbi and at (0 AEARTERIRARBE WRZHFEG

floating rates. The unsecured bank overdrafts are denominated
in Hong Kong dollars and at floating rates.

8o BIERMRITEIREILAE - LRFHH X
R .
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28. FINANCE LEASE PAYABLES 28. B RAEMEE
The Group leased certain of its motor vehicles and office AEBHEAETABEUARHAESRE - A
equipment. The lease is classified as finance lease and has HESHEARENRE  FHRHEEFHA
remaining lease term of four years. PUEE o
At 31 December, the total future minimum lease RTZA=+—H " REEHERKE
payments under finance leases and their present values MrzxERSEBEEES Z2IRES Y
were as follows: T

Group REHE

Present value Present value

Minimum Minimum ~ of minimum of minimum
lease lease lease lease
payments payments payments payments
RiKES xEHe BEHLRAE FEH2BRE
2011 2010 2011 2010
~2—-% -—T-TF C—B--f C—T-TF
HK$'000 HK$' 000 HKS$' 000 HK$" 000
TER TER TER FET
Amounts payable: FERRIE -
Within one year —FR 406 403 388 334
In the second year E_F 107 403 104 391
In the third to fifth years, inclusive =~ FE=FZFHF
(BREEEME) 26 102 22 100
Total minimum finance lease RERENEEE
payments 539 908 514 825
Future finance charges ARBEER (25) (83)
Total net finance lease payables ENEREHERSE 514 825
Portion classified as current liabilities % %8 &R 8 & K2 (388) (334)
Non-current portion FEmEEH 126 491
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28. FINANCE LEASE PAYABLES (continued) 28. EAREHEE (&)
Company VNN |
Present value Present value
Minimum Minimum ~ of minimum of minimum
lease lease lease lease
payments payments payments payments
EEES ke BEHEERE SEHEERE
2011 2010 2011 2010
—E——-F —T-TF —E-—-F “ZT-TF
HK$’ 000 HK$' 000 HK$' 000 HK$' 000
TER TET THER TET
Amounts payable: FERT A -
Within one year —FR 13 - 12 -
In the second year E-F 13 - " -
In the third to fifth years, inclusive EZFRERF
(BEERMEF) 27 - 23 =
Total minimum finance lease mEREHE BT
payments 53 - 46 -
Future finance charges ARBREER ) -
Total net finance lease payable ERNEREEERE 46 -
Portion classified as current liabilites 7 &R 8 & B/ 25 (12) =
Non-current portion B EH 34 =
29. DUE TO NON-CONTROLLING SHAREHOLDER OF 29. EAMEASEERBEZE
SUBSIDIARIES
The balance is unsecured, interest-free and repayable on EHtEp BT - 2 RNIRESKEE
demand. iE o
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30. DEFERRED TAX LIABILITIES 30. EERIBBE &
Movements in deferred tax liabilities during the year are as FRNRBELERBEEESH WO T -
follows:
Group
REE
Depreciation allowance
in excess of
related depreciation
BRMEBETEZITERE
Group rEE 2011 2010
—F——-F ~—ZT-FF
Note HK$’000 HK$’ 000
Bt THET THET
At 1 January Kn—H—H 2,563 1,822
Deferred tax (credited)/ (Gt A) /HEINB=EZ
charged to profit or loss IRIER TR 10 (787) 741
At 31 December R+-—A=+—H 1,776 2,563
The Group has tax losses arising in Hong Kong of AEBREAEAZCHEEBEER
HK$17,012,000 (2010: HK$3,600,000) that are available 17,012,000 7t (ZF—Z 4 : 3,600,000
indefinitely for offsetting against future taxable profits of BT HERPEEZSFELAEEL
the companies in which the losses arose. NA] BB ERDE o
The Group also has tax losses arising in Mainland China of REB AR B E A 2 BiTEETHE /533,220,000
HK$33,220,000 (2010: HK$29,867,000) that will expire WL (T E—Z4 :29867,000E7T) - B
in one to five years for offsetting against future taxable —ZERAEFH AT BB EERT
profits. e
Deferred tax assets have not been recognised in respect of R IEEEREERSE Y HEA
those losses as they have arisen in subsidiaries that have = Eyﬁtﬂﬁggﬂ\?ﬁg%ﬁgﬂ%Eéggﬁﬁﬁléﬁ
been loss-making for some time and it is not considered = ﬁﬁ$’&%?\i@7%ﬁﬁﬁﬁﬁfﬁﬁ]@]ﬁﬁﬁ
prqbable that taxable proflt.slwﬂl be available against TR IB Y FEEREF o
which the tax losses can be utilised.
31. ISSUED CAPITAL 31. BRATERA
2011 2010
“g--F —T-EF
HK$’ 000 HK$' 000
TR THT
Authorised: ETE
5,000,000,000 (2010: 5,000,000,000)  5,000,000,0008% (=Z—Z 4 : 5,000,000,000/%)
ordinary shares of HK$0.01 BREE.0ET(ZE—FF : 0.01/87T)
(2010: HK$0.01) each ZERR 50,000 50,000
Issued and fully paid: BETRAR :
2,754,873,051 (2010: 2,728,473,051)  2,754,873,051f%k (ZZF—Z % : 2,728,473,051%)
ordinary shares of HK$0.01 BREBEOIBL(ZE—ZF: 0.0187T)
(2010: HK$0.01) each LAk 27,549 27,285
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31. ISSUED CAPITAL (continued) 31. B BTRA (&)
A summary of the transactions during the year with FRNEBEANARERTEBIRARNES) 2
reference to the changes in the Company’s issued ZTEWMEHN
ordinary share capital is as follows:
Number of ~ Number of Share
authorised shares Share premium
shares in issue capital account Total
BB
EERBHA g ! kx  ROEBER - H
Note HK$' 000 HK$' 000 HK$" 000
54 T T T
At 1 January 2010 RZZE-TF5-A—H 5,000,000,000 485,830,194 4,858 586,516 591,374
Issue of shares Bk - 2,242,642,857 2,427 592,014 614,441
At 31 December 2010 RIZ-FE+ZA=T-B @ 5,000,000,000 2,728,473,051 27,285 1,178,530 1,205,815
Issue of shares IR - 26,400,000 264 15,312 15,576
Transfer of share options 1T IR R BS BB % B R
upon the exercise of
share capital - - - 8,107 8,107
At 31 December 2011 “F-——%+-A=1+-H 5,000,000,000 2,754,873,051 27,549 1,201,949 1,229,498
B 5T -
(@) During the year ended 31 December 2011, @) REEZ2-_Z—F+=-_A=+—H1

subscription rights attaching to 26,400,000 share
options were exercised at the subscription price
of HK$0.59 per share, resulting in the issue of
26,400,000 shares of HK$0.01 each for a total cash
consideration, of HK$15,576,000. An amount of
HK$15,312,000 was transferred from the share
option reserve to the share premium account upon
the exercise of the share options.

FZ 0 26,400,00017 B A% #E FT BT 57 B8
EEZRRBEETRSIBTITHE -
i1 %% 7726,400,0000% F A% EI1H0.01/5
T2 - BIREREA15,576,000
BT ° 15,312,000 ST E R1TE R
EREEREREERERORE
ﬂl; °
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32. SHARE OPTION SCHEME 32. FBRAESTE

On 15 October 2003, the Company adopted a share
option scheme (the “Scheme”). The purpose of the
Scheme is to provide incentives and rewards to the eligible
participants who contribute to the Group, and to enable
the Group to recruit and retain high calibre professionals,
executives and employees who are instrumental to the
growth of the Group. Eligible participants of the Scheme
include the directors (including executive directors and
non-executive directors), and employees of the Group,
consultants or advisers of the Group, suppliers of goods or
services to the Group, customers of the Group or business
alliance of the Group and shareholders of the Group. The
Scheme, unless otherwise terminated or amended, will
remain in force for a period of 10 years from 15 October
2003.

The maximum number of shares which may be issued
upon exercise of all outstanding options granted and yet
to be granted under the Scheme and any other share
option schemes of the Company must not, in aggregate,
exceed 30% of the ordinary shares in issue from time
to time. No options shall be granted under any other
schemes of the Company or any of the subsidiaries if
it resulting the 30% limit being breached. The total
number of shares which may be issued upon exercise
of all options to be granted under the Scheme and any
other share option schemes of the Group must not, in
aggregate, exceed 10% of the ordinary shares of the
Company in issue as at the date of adopting the Scheme,
but the Company may seek approval of its shareholders
in a general meeting to refresh the 10% limit under the
Scheme.

The total number of shares issued and to be issued
upon exercise of the share options granted under the
Scheme and any other share option scheme of the Group
(including both exercised and outstanding options) to
each participant in any 12-month period up to the date of
grant must not exceed 1% of the ordinary shares in issue
at the date of grant. Any further grant of share options in
excess of this limit is subject to shareholders’ approval in a
general meeting of the Company.
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32. SHARE OPTION SCHEME (continued)

Share options granted under the Scheme to a director,
chief executive or substantial shareholder of the
Company, or to any of their associates, are subject to
approval of the independent non-executive directors
of the Company (excluding any independent non-
executive director who is also the grantee of the options).
In addition, any share options granted to a substantial
shareholder or independent non-executive directors of the
Company, in excess of 0.1% of the ordinary shares of the
Company in issue at any time or with an aggregate value
(based on the closing price of the Company’s shares at
the date of each grant) in excess of HK$5 million, within
any 12-month period up to and including the date of such
grant, are subject to shareholders’ approval in a general
meeting of the Company.

A share option may be accepted by a participant within
10 days from the date of the offer for grant of the
option. The exercise period of the share options granted
is determinable by the directors in accordance with the
terms of the Scheme, and commences from the date of
acceptance of the offer of grant of the share options and
ends on a date which is not later than 10 years from the
date of grant of the share options.

The exercise price of the share options is determinable
by the directors of the Company, but must not be less
than the highest of (i) the closing price of the Company’s
shares as stated in the Hong Kong Stock Exchange'’s daily
guotation sheet on the date of the offer for grant, which
must be a business day; (ii) the average closing price of
the Company’s shares as stated in the Hong Kong Stock
Exchange’s daily quotation sheets for the five business
days immediately preceding the date of the offer of the
grant, which must be a business day; and (iii) the nominal
value of the ordinary share.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

S 0% e ik
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32. SHARE OPTION SCHEME (continued) 32.

The following share options were outstanding under the
Scheme during the year:

B IR RE s &l (&)
FRBBEF SR D 2 mARITEBRELRN
T

2011 2010
= —T-TF

Weighted Weighted
average Number average Number
exercise price  of options exercise price of options

hn#EF 33 A4 13
THEE BREHE TRE BREHE
HK$ 000 HK$ "000

per share per share
BRAET TR BRETT T &
At 1 January n—H—H 0.59 26,400 - -
Granted during the year FARAEHRH - - 0.59 26,400
Exercised during the year FEARNEITE 0.59 (26,400) - -
At 31 December R+—_A=+—H - - 0.59 26,400

The weighted average share price at the date of exercise
for share options exercised during the year was HK$0.59
per share (2010: No share options were exercised).

During 2010, the Company granted 26,400,000 share
options for the subscription of the Company’s shares of
HK$0.01 each, at an exercise price of HK$0.59 per share
option, to certain directors, employees and consultants
of the Group pursuant to the Scheme. The fair value of
the share options granted in 2010 was HK$8,107,000,
of which the Group recognised an equity-settled
share option expense of HK$7,138,000 in 2010 and
HK$969,000 in 2011.

During 2011, share options granted in 2010 were
exercised. Further information on the exercise of share

options detailed in note 31(a) to the financial statements.

At the end of the reporting period, the Company had no
share options outstanding under the Scheme.
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33. RESERVES
(@) Group

33. &
(a) A5HE

The amounts of the Group’s reserves and the
movements therein for the current and prior years are
presented in the consolidated statement of changes
in equity.

Contributed surplus

The Group’s contributed surplus represents the
excess of the nominal value of the shares of the
subsidiaries acquired pursuant to the Group
reorganisation over the nominal value of the
Company's shares issued in exchange therefor.

Reserve funds

In accordance with the PRC Company Law and the
respective Articles of Association of Shanghai Cheng
Ming Ming Industrial Ltd., E/&5 4818 B 3 £ 7)) £
R, BB EREEARAGand HEEHITER
‘A A], these companies are each required to allocate
10% of their profit after tax, as determined in
accordance with PRC Generally Accepted Accounting
Principles (“GAAP"), to the statutory surplus reserves
(the “SSR") until such reserves reach 50% of the
registered capital.

Shanghai Cheng Ming Ming Cosmetic Product Ltd.
("CMMC") andEETE S (EE) BRAF("HESE
37") are wholly foreign-owned companies. According
to the relevant PRC regulations applicable to wholly
foreign-owned companies, CMMC andMXEYare
required to allocate a certain portion (not less than
10%) of their profit after tax in accordance with PRC
GAAP to the statutory reserve fund (the “SRF") until
such reserve reaches 50% of its registered capital.

The SSR and SRF are non-distributable other than
in the event of liquidation and, subject to certain
restrictions set out in the relevant PRC regulations,
can be used to offset accumulated losses or be
capitalised as issued capital.

AEERAFERBEEEZ HES
ERHERDERGARBEDER

2751 -

BB
AEEZHABHEREAEBEH
PiT U B BT I8 2 B) B T (B 7R AR 2 7]
P17 ARENZ & B fn 2 R R B AD
HmEZEZ®E -

‘e

REBEFERFDEAL EEHHAAE
EERLQF - EESEHEBEEIE
R LgmBEERARERRARR L
BEVMBRABZARER %%
NEBEBARREBETEARRERA
ATEZBRBEEMZ10% R BUAE &
BAEE  EERREES D RHIEDE
B EARZ50% 51k -

EBEEABR A R R A ([ HERREH
feiaml) REXTE S (LB) AR
nE ([MERY]) RINIBELE - 1R
FEARIIABECEZBRTEIA
A ESERBAML ik on BRI SRR AR IR
FEAREHRA((HEAREHR
A1) S EZ BB &8N IRE T L hl
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33. RESERVES (continued) 33. #1E (&)
(b) Company (b) XA T
Available-
for-sale
Share Share investment
premium option  revaluation  Contributed  Accumulated
account reserve reserve surplus losses Total
TitHE
tRRE
kieER  BRERG Eftfif LN 2R st
HK$' 000 HKS' 000 HK$" 000 HKS" 000 HK$'000  HK$'000
T TR T R Tér  Tixn
(note) (note i)
(W) (Wit
At 1 January 2010 “5-%5-F-H 586,516 - 7% 28470 (26853 588,929
Equity-settled share RAEEERERS
option arrangement - 7138 - - - 7138
Disposal of available- HETRNERE
for-sale investments - - (796) - - (79)
Loss for the year ERER - - - - (406.949)  (406,949)
lssue of shares ki 592,014 - - - - 59014
At31December 2010 RZE-FET-AZ+-AR
and 1 January 2011 “Z—%-A-8 1,178,530 1,138 - 28410 (433802) 780,336
Equity-settled share BRABEBRERH
option arrangement - 969 - - = 969
Loss for the year FEREE - - - - (69.299)  (69,299)

Transfer of share option 1T 1R AR AR BB 75 B R
reserve upon the exercise

of share capital 8,107 (8,107) - - - -
lssue of shares B1RM 15312 = - - - 153N

At 31 December 2011 RZB—%F
+-A=1+—H 1,201,949 - - 28,470 (503,101) 727,318

Notes: BMsE -

(i)  The share option reserve comprises the fair value of () BRERELEEERERTEZEREZAT
share options granted which are yet to be exercised, BN EBREMAISUARDAER IR H 2 G
as further explained in the accounting policy for share- FTBURFTRIAL) - BARIBR AN AEREERERET
based payment transactions in note 3 to the financial R EE TR MR ER N AEERERE RS
statements. The amount will either be transferred to the RIS S = RETEIE o

share premium account when the related options are
exercised, or be transferred to accumulated losses should
the related options expire or be forfeited.

(i)  The Company's contributed surplus represents the excess (i) ARBZHARBERBEHEMPENE QR
of the fair value of the shares of the subsidiaries acquired MRAFEBLEARNRBMETARRZERD 2R
pursuant to the reorganisation over the nominal value of NRIRMDEEZ 5KIE -

the Company’s shares issued in exchange therefor.
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34. DISPOSAL OF A SUBSIDIARY 3. HEMB AT
Disposal of a subsidiary during the year ended 31 HE_ZE—F+_A=+—HIFEH
December 2011 EHEA A
In May 2011, the Group disposed of its entre interest in RZE——FRA XEHBHER
issued share capital of Performing Investments Limited performing Investments Limited ([ PIL )
(“PIL") at a net consideration of HK$69,769,000 (net of a >EHEBETRAZEZRZ REFEAL
loan due to the Company of HK$8,231,000). 69,769,000/ T (B EN KA AT E X
8,231,000/ L) °
HK$’ 000
T
Net assets disposed of: FIE 2 &EEFE
Available-for-sale investments AHHERE 40,918
Loan from PIL to Sociedade De PILf& T Sociedade De Investimento
Investimento Imobiliario Imobiliario Pun Keng Van, S.A.
Pun Keng Van, S.A. BN 28,089
69,007
Gain on disposal of PIL HEPILZ &7 762
69,769
Satisfied by: IATBNHF A -
Cash Re 69,769
An analysis of the net inflow of cash and cash equivalents HE—ENBARTIZIRES RIS EEIARB
in respect of the disposal of a subsidiary is as follows: TEASERE AT
HK$’ 000
T
Cash consideration BeRE 69,769
Cash and bank balances disposed of HECHE RIBITES =
Net inflow of cash and cash equivalents HEPLZRE KRG FMBEIBE RAFRE
in respect of the disposal of PIL 69,769
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35. CONTINGENT LIABILITIES 35. ARER
At the end of the reporting period, contingent liabilities REBREABAEER » AR BEHRE R
not provided for in the financial statements were as Bz RBEWT

follows:

Company
AT
2011 2010
—F——-F ~—ZT-FF
HK$’ 000 HK$" 000
FTERT FHET
Guarantees given to a bank in connection with  Fti% FH B A G Z @&
facilities granted to a subsidiary mERITIR LR 2,500 4,500

36.

As at 31 December 2011, the banking facilities granted
to a subsidiary subject to guarantees given to the bank by
the Company were utilised to the extent of approximately
HK$510,000 (2010: HK$2,116,000).

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its leasehold land and
buildings under operating lease arrangements. Leases
for leasehold land and buildings are negotiated for terms
ranging from one to three years.

At 31 December, the Group and the Company had total
future minimum lease payments under non-cancellable
operating leases as follows:

36.

RZZB——F+_-_A=+—H #AQA
KB AR T ERBITRME MRITELE
R2ZBHARITEEZEA4510,000% T
—T—ZT4F 12,116,000 7T) °

REMERH
AEERBKEHERFEAETHELS
whigs - HAHEE LM REFEmSRE
RZBEMNF—E=F -

RTZA=1+—8 AEBRARFIRE
TR HELEREERRAINZ &
(i8R N

Group Company
rEH AN
2011 2010 2011 2010
—E——F —T-TF ZB——F —_T-IFTF
HK$' 000 HK$" 000 HK$’ 000 HK$’ 000
THET T T THERT FE T
Within one year —F K 9,275 11,663 1,159 724
In the second to fifth years, RE - EHERF
inclusive (BREREMF) 1,844 8,184 1,159 -
11,119 19,847 2,318 724
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37.

38.

COMMITMENTS

In addition to the operating lease commitments detailed
in note 36 above, the Group and the Company had no
significant capital commitments at 31 December 2011.

RELATED PARTY TRANSACTIONS
(a) In addition to the transactions detailed elsewhere
in these financial statements, the Group had the

S 5 e 4 P
e Y =

37. &IE
bR SO RE36R I 2 8 A FHEAEIN - R
—E——F+-A=+—H&ER  K&&
B K AR D F) W AT A KB ANHAIE o

38. BEA LR Z
(a) BRRFFBHRREMMWSTFLZRS
S REBRFRNEBBALTEET

following material transactions with related parties TH|EKRZS
during the year:
2011 2010
—E——F —T—TF
Notes HK$’' 000 HK$" 000
B 5 THET FET
Rental expenses paid to T TFHBALZ
related parties Hemzt (i) 1,146 1,086
Management fee paid to B U AR A L2
related parties* EIEBIUAY (ii) 850 600
Consultancy fee paid to a director 15 T B A F —%
of a subsidiary EECERBE (ii) 600 350
Guarantee from a company MEBAR—RESM
controlled by a director k1| DA/ B oS
of a subsidiary B HE R 6,170 -

# The related parties are parties in which a director of a
subsidiary, a key management personnel of a subsidiary
or their close family members have controlling beneficial
interests.

Notes:

(i)  Rental expenses paid to related companies were made
according to the prices and conditions stated in the
tenancy agreements that were agreed between the
Group and the related companies.

(i)  Consultancy fee and management fee were paid in
accordance with the contractual terms agreed between
the Group and the related companies.

# BMBMALDIBARES MWEARETEEIEA
BYREIRBEERERIERAZAL -

() ZNTEBIRZHESHEZIIREAEE R
REGE RN EEREHR Z B RIGHEE -

(iy BEXNZEMEREREIRERNEDEBED
BIFTIHE 2 & KGR MEEE -
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38. RELATED PARTY TRANSACTIONS (continued)
(b) Outstanding balances with related parties:

Details of the Group’s balances with related parties

as at the end of the reporting period are disclosed in
note 23 to the consolidated financial statements.

(c) Compensation of key management personnel of the

Company:

The key management personnel of the Company are

its directors. Further details of their remuneration

are disclosed in note 9 to the consolidated financial

statements.

39. FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of

i BV =S S

38. BHE A XXX 5 (&)
(b) ERBAMEALTZREEER

BRAR R mERE A E B A HE R
AT 2 BRFBE R &S M IR
23 E -

(0 KARAIEZBERABZHE :
ARRIZEBREENEBRESF -6 H

HEMS 2 HERRGA W BREH
9

39. RERE s 2EeMIA
ZEpemIAERNERPEEEH ZBR®E

financial instruments as at the end of the reporting period B
are as follows:
Group KEE
2011 2010
—E——F —E-TF
Financial assets SREE
Available- Available-
for-sale for-sale
Loans and financial Loansand  financial
receivables assets Total receivables assets Total
ERERk FWHEE EXk AHEE
EWHE SMEE Bt EBUE emEAE @at
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
TEgx TEx TFEx THExT TFTEx TiEx
Available-for-sale investments At HERE - 16969 16,969 - 57,887 57,887
Trade receivables B HRWE 15,727 - 15727 10,484 - 10,484
Financial assets included in STABNNE - ZE
prepayments, deposits and other & E i B Ui 5118
receivables ZEmEE 10,084 - 10,084 45364 - 45364
Amounts due from related parties ~ JEUBERE A T30 2,480 - 2,480 2,591 - 2,591
Cash and cash equivalents RekReZEEER 713,697 - 713,697 631,188 - 631,188
741,988 16,969 758,957 639,627 57,887 747,514
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39. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

NOTES TO FINANCIAL STATEMENTS
A 5 4 i

e Y =

39. RERE s 2&@ T A (&)

Group (continued) XEH(E)
Financial liabilities TRas
2011 2010
—B-—-F _—T-ZTF
Financial Financial
liabilities at liabilities at
amortised amortised
cost cost
REBHERA IREEKAR
FEZ E
cREes TEBE
HK$’'000 HK$’ 000
THET FAT
Trade payables B S EN A 13,416 17,269
Other payables o Ath B 5K IR 24,955 27,489
Interest-bearing bank borrowings FFERITEE 23,373 18,281
Finance lease payables ERRERSE 514 825
Amounts due to related parties JE 1<) A HSE A = 3KIR 9,077 4,112
Amounts due to non-controlling FEAST BT /&8 2 B FE 58 A% A% 2R 3K I8
shareholders of subsidiaries 600 600
71,935 68,576
Company A FE]
Financial assets TRMEE
2011 2010
—EB-—-F —ZT-ZF
Loans and Loans and
receivables receivables
BEXRK BEx &
FE W R 1E JE W FR IR
HK$’000 HK$’ 000
FET FET
Financial assets included in FTATBNRIE - ke REAM
prepayments, deposits JEWHRIBE © R E E
and other receivables 1,429 8,796
Cash and cash equivalents RekBFEFEIEAER 305,644 622,208
307,073 631,004
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39. FINANCIAL INSTRUMENTS BY CATEGORY
(continued)

39. ERB s 2EM T A (B)

Company (continued) AT (4
Financial liabilities cREE AR
2011 2010
—F-—-F5 —ZT-%F
Financial Financial
liabilities at liabilities at
amortised amortised
cost cost
BB A &%%W$
FEZ HE
cHAaE @ﬂ%ﬁ
HK$' 000 HK$" 000
THET FET
Other payables H b fE < 5K I8 75 75
Finance lease payable ENBERE 46 -
121 75

40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES

The Group’s major financial instruments comprise
trade and other receivables, cash and cash equivalents,
available-for-sale investments, trade and other payables,
amounts due from and due to related parties, amounts
due to non-controlling shareholders of subsidiaries,
finance lease payables and interest-bearing bank
borrowings. Details of these financial instruments are
disclosed in the respective notes. The Group’s activities
expose it to a variety of financial risks: interest rate risk,
foreign exchange rate risk, credit risk and liquidity risk.
The Group’s overall risk management programme focuses
on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s
financial performance. The board of directors reviews and
agrees policies for managing each of these risks and they
are summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group’s interest-
bearing bank borrowings with a floating interest rate and
the interest income of bank deposits would fluctuate with
future interest rate.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all other
variables held constant, of the Group’s profit before tax
(through the impact on floating rate borrowings) and the
Group's and the Company’s equity.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 0. cREARETEEEREE (F)

POLICIES (continued)

Group Company
AEE AR
Increase/
Increase/  (decrease) Increase/ Increase/ Increase/
(decrease)in inprofithefore  (decrease)  (decrease)in (decrease)
basis points ~ (or aft%);b%g inequity*  hbasispoints  inequity*
A
E¥En/  (GR)EW  RE#n/  EXEN/  RESN/
(H9) %1/ (5D) (Bd)* (B2 (B)*
HKS'000 HKS'000 HKS' 000
TEn &1 TR
ik 3k
Hong Kong dollar BT 50 3451 3410 50 1,528
Hong Kong dollar AT (50) (3451) (3470) (50) (1.528)
2010 _T-%F
Hong Kong dollar AT 50 3,004 3,076 50 3,11
Hong Kong dollar B (50) (3.064) (3076) (50) (3.111)
* Excluding accumulated losses * Mk BstEiE
Foreign exchange rate risk EZEK
Foreign exchange rate risk arises when future commercial EREABNIEAEE LS > Eapg e
transactions, assets or liabilities are denominated in a %5 BERBEBELE - ﬁ%z%%f
currency that is not the functional currency of the Group. gﬁ/\\\%;%&qg &7% o N [ERIE Y HNE
The Group operates mamlylm Hong Kong and I\/Iamlqnd EXREBHRY AXSEBAETRAR
China. The Group has minimal exposure to foreign . AN RENBEB AT Y s
currency exchange rate risk as transactions are mainly WEHE 1T o b
denominated in Hong Kong dollars and Renminbi, which
are the functional currencies of the Company and its
subsidiaries in Mainland China respectively.
Credit risk FERAR s
The Group trades only with recognised and creditworthy ASBERAGRAEE CE=HETH
third parties. It is the Group's policy that all customers P AEKBBRABMANKEENER
who wish to trade on credit terms are subject to credit ZEE  RBBEERERR o I
verification procedures. In addition, receivable balances FEARERRE R Py R B R By - NS M ¥
are monitored on an ongoing basis and the Group’s g%ﬁﬁﬂﬂfiﬁ ° BLIFA B B E BT
exposure to bad debts is not significant. For transactions RERGEE I RSMS > EAERRERE
that are not denominated in the functional currency of B EHER ARE L TEAEE
the relevant operating unit, the Group does not offer g o
credit terms without the specific approval of the senior
management.
The credit risk of the Group’s other financial assets, which AEBHEMEMEE  FERBRBERS
comprise cash and cash equivalents, available-for-sale LReHEEE  AHOESENARS
investments and other financial assets arises from default HOREMEL 2 EMERMEE  H&s
of the counterparty, with a maximum exposure equal to [REMAENZELAZKRAE-
the carrying amounts of these instruments.
Since the Group trades only with recognised and AR AREERAFEE 2 =TT
creditworthy third parties, there is no requirement for 25« A EZRAEAE AR - FEE
collateral. Concentrations of credit risk are managed by PRBEES X5 RIEHERTER
customer/counterparty, by geographical region and by RIEIR o %E#ﬁﬁﬂ?ﬂ%ﬁﬁ EL;ZIK%/EEI
industry sector. At the end of the reporting period, the BeR 8 \_%TE\ EANZERE Bk B15
Group has significant concentration of credit risk that may ﬁ%’%z\\\:g——i‘f‘:ﬂ =+—HES5
arise from the exposure to one debtor which accounted JEW AR KB EEA28% (ZE—FF : &) o

for approximately 28% (2010: Nil) of the Group’s total
trade receivables as at 31 December 2011.
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40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 0. $REKREEEERKE ()

POLICIES (continued)

Credit risk (continued)

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables are
disclosed in note 21 to the financial statements.

The Group is exposed to concentration of credit risk on its
cash and cash equivalents as approximately 46% (2010:
91%) of its cash and cash equivalents is deposited with
one bank.

Liquidity risk

The Group monitors its risk to shortage of funds using a
recurring liquidity planning tool. This tool considers the
maturity of both its financial instruments and financial
assets (e.g., trade receivables) and projected cash flows
from operations.

The Group'’s objective is to maintain a balance between
the continuity of funding and flexibility through the use
of bank overdrafts, bank loans and finance leases. To
manage liquidity risk, the Group periodically monitors
its net operating cash flows and maintains an adequate
working capital for its daily operations.

The maturity profile of the Group’s and the Company’s

EERER (H)
BRAAKERE S RKERSI B2 EER
2 E— T RIBER M RAM E2 1R E

A B2 R BB S B EE A 4046%
—T—TF  91%) F A — MR B
A RERLRS BB S SEE A ABE
b5 AR -

RENE < R b
AEBEFABRERDE I EER
EoERRR - TAERESHMTA
HemEaE (WE S ENEFIR) 22 HH
ARREEBRERE AR -

AEE 2z BREREBRMBITE - R1T
ERERERE  EREZEE RS
HRTFE - ARBERERELZHE
MEFEMEREATEERRE CEE
B WEERDESAR -

RERPEEER  AEBREARRZE
financial liabilities as at the end of the reporting period, BABERIED A ARNIERIE 2 EIE R
based on the contractual undiscounted payments, was as N
follows:
Group FEE
2011
—B--F
3 to less
Less than than 1t05 Over
Ondemand 3 months 12 months years  5years Total
=fERZE

WE =@A +t=f@R -Zi% BBIF )
HKS'000 HKS'000 HKS'000 HK$'000 HKS$'000 HKS'000
TEx TEx TEx TEx TEx TEx

Finance lease payables ERBERENE - 102 304 133 - 539
Interest-bearing bank borrowings 3T BIR{TEE 2,391 259 22,561 - - 25211
Trade payables BHRENIE 3,557 9,589 - - - 13,146
Other payables and accruals HiENZEREFRIE 6523 18,432 - - - 24,955
Amounts due to related parties  JE{ BaE# A T30E 2,906 - 6,171 - - 9,077
Amounts due to non-controlling  FEFHT B A A1 FEHE AR

shareholders of subsidiaries &S 600 - - - - 600

15,977 28,382 29,036 133 - 73,528
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011 —E——F+_A=+—H
40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 40. T RIEMREEEEREE (8)

POLICIES (continued)

Liquidity risk (continued) REESERR(E)

Group (continued) AEE (1E)

2010
—T-TF
4 10 less
Less than than 1105 Over
Ondemand 3 months 12 months years 5 years Total

nEAZE

SR SR
B8 =@ t-@A -FnF BBRF @
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HKS$'000
Fer T FET  TET TET  TER

Finance lease payables FEfaERERE - 101 302 505 - 908
Interest-bearing bank borrowings &t SERTEE 2,116 3,498 13,259 - - 18873
Trade payables ECE S - 11,580 5,689 = = 17,269
Other payables and accruals ot 28 M R TR - 27,489 - - - 27489
Amounts due to related parties FERT S A TR 4112 - - - - 4112
Amounts due to non-controlling ANLIIEUNGIE 32
shareholders of subsidiaries PLES 600 - = = - 600
6,828 42,668 19,250 505 - 69,251
Company A F
2011
—8——-F
4 to less
Less than than 1to5 Over

On demand 3 months 12 months years  5years Total

m{E A =

PR PR
e =@A +t=R —-Enf BBIF st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
TEx TiEx FEx TFExR TFiEx FER

Other payables and accruals Hin R B REER 75 - - - - 75
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NOTES TO FINANCIAL STATEMENTS
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31 December 2011
40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)
Liquidity risk (continued)

—F -t A=+—R
40. ¢ RIEBREEEEREE (&)

REBESER ()

Company (continued) A E ()
2010
—_T-TF
410 less
Less than than Tto5 Over
Ondemand 3 months 12 months years 5 years Total
mEAZE
8 =EA +Z@AA —Z1F HBBELF M@t
HK$'000  HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
T TEx TEx TExX TEXT TER
Other payables and accruals Hih B REER - 75 - - - 75
Capital management BREHE

The primary objectives of the Group’s capital
management are to safeguard the Group's ability to
continue as a going concern and to maintain healthy
capital ratios in order to support its business and maximise
shareholders’ value.

The Group manages its capital structure and makes
adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the return of capital to shareholders
or issue new shares. The Group is not subject to any
externally imposed capital requirements. No changes were
made in the objectives, policies or processes for managing
capital during the years ended 31 December 2010 and
2011.

The Group monitors capital using a debt-to-equity ratio,
which is total debt divided by the total equity. Debt
includes interest-bearing bank borrowings, an amount
due to related parties and a non-controlling shareholder,
trade payables, other payables and accruals and finance
lease payables. The debt-to-equity ratios as at the end of
the reporting periods were as follows:
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AEEEREEARARE  URKEBRE
BIEH AR - AEEFREEBFHBELEBE
I 2 BN BITH R AE T BB ER
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EEZER BRIEFAELS -
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31 December 2011 —E——fFtHA=+—H
40. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 0. SR EREEEEREE (8)
POLICIES (continued)
Capital management (continued) BAREHE(8)
Group
REH
2011 2010
=2-—-F _—_T-ZTF
HK$'000 HK$’ 000
THET FE T
Interest-bearing bank borrowings FTERITER 23,373 18,281
Finance lease payables ENEmERS 514 825
Trade payables 2 5 FET IR 13,146 17,269
Other payables and accruals HiENHBRESER 42,371 46,305
Amounts due to related parties JE 1<) A B A = 3KIR 9,077 4,112
Amounts due to non-controlling FEAST BT /&8 2 B FE 458 % A% B3R K18
shareholders of subsidiaries 600 600
Total debt B4R 89,081 87,392
Equity attributable to owners of HARIHAE AELER
the parent 756,238 756,779
Debt-to-equity ratio BB ERLLE 11.8% 11.5%
41. EVENTS AFTER THE REPORTING PERIOD 41. RIREIABRE1E
As at the date of approval of these financial statements, R ERE - ANEFWEN B
the Group has no significant event after the reporting HB cEABHEAETIES -
period that need to be disclosed.
42. COMPARATIVE AMOUNTS 42. Lk & 58
Certain comparative amounts have been reclassified to EFUHREBWOEHHE  UFEEREE
conform with the current year's presentation. ZE2HHI -
43. APPROVAL OF THE FINANCIAL STATEMENTS 43. #tEBMEHRE
The financial statements were approved and authorised EFFepgN _E——F=-F+mAER
for issue by the board of directors on 14 March 2012. PORET B B TS 3R 35 o
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FIVE-YEAR FINANCIAL SUMMARY
AT B 5 I R

A summary of the published results and of the assets, liabilities AEBREIAEMHRFE2EHEXE &
and non-controlling interests of the Group for the last five E- -BELIEEEESEE (hEEEE T
financial years, as extracted from the published audited REIZEMENLRBEEEREET>E) T
financial statements and reclassified as appropriate, is set out

below:
RESULTS e
2011 2010 2009 2008 2007
22— —_T-TF ZTTHhF —ZTTN\F —TTLF
HK$’ 000 HK$’ 000 HK$' 000 HK$' 000 HK$' 000
FERT FAET FAET FHET FET
Revenue g 129,394 126,916 151,441 138,079 103,304

Loss for the year attributable ISYNCIETFEWN
to owners of the parent FEIEFNEE (18,084)  (438,745) (9,815)  (266,666)  (167,019)

ASSETS, LIABILITIES AND EE-8BR

NON-CONTROLLING FERER

INTERESTS
Assets BE 848,369 847,919 642,970 655,669 2,492,299
Liabilities BE (92,957) (91,964) (70,926) (74,416)  (1,264,045)
Non-controlling interests FEVE AR M 826 824 818 320 (67,347)

756,238 756,779 572,862 581,573 1,160,907
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Suite 1203B, 12/F, Tower 1, Admiralty Centre,
18 Harcourt Road, Hong Kong
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