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Cheung Siu Lam

Chairman

The year 2011 witnessed new heights of achievement for China Financial Services Holdings Limited.
The solid foundation we have built in the past has propelled our performance full speed ahead.
On behalf of the board of directors (the “Board”), | am pleased to present to the shareholders the
annual report of China Financial Services Holdings Limited (the “Company”) and its subsidiaries
(collectively the “Group”) for the year ended 31 December 2011. This is the first year the company
use its new name to publish its annual report and the performance delivered by the Group is
promising.

For the year ended 31 December 2011, the Group recorded a turnover of HK$382.1 million, a
surge of 76.1% against the previous year (2010: HK$217.0 million). Profit attributable to owners
of the Company grew by 125.6% to HK$57.3 million, compared to HK$25.4 million in 2010. The
short-term financing business has offered a solid foundation for the business transformation of the
Group.

During the year, the Company has completed the acquisition of several companies which engaging
in short-term financing, loan guarantee and provision of financial consultancy services from me and
the business direction of the Group has become focus on providing financing services to small and
medium-sized enterprises. With the impact of the weak recovery of the world economy and the
continuous tightening of domestic monetary policy, it is expected that the economic growth of PRC
will slow down. This will be beneficial to our Group as tight liquidity will generate massive demand
for loan financing services in the PRC. The Board remains optimistic about the prospect of our
short-term financing business.

For the year 2012, we plan to obtain at least an extra RMB300 million credit from different banks.
For business development, we will subdivide loans and financing structures and capital layout, and
promote the development and establishment of professional markets and special channels. We will
also advocate the principle of rational funding distribution and risk diversification, and provide clear
guidelines for risk management in terms of size, term, percentage on security for loans to individual
customers. We also intend to establish a foreign joint venture in Beijing engaging in micro loan
business.
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Looking ahead, we plan to double our revenue and increase our loan portfolio to about RMB1.5
billion and exceed RMB7 billion by 2014, which enable the Company to become a leading premier
services provider offering comprehensive financing services for SME in the Bohai Gulf Region. We
are confident that we are on track to continue achieving high growth performance in 2012 and
beyond. Our ability to leverage our extensive industry experience and develop our intellectual assets
to expand our solution offerings to our clients will continue to be our key to success.

On behalf of the Board, | would like to thank our shareholders for their continued confidence and

support, our board of directors, management team and every member of the dedicated staff for
their hard work and significant contribution in the past years.

Cheung Siu Lam
Chairman

Hong Kong, 28 March 2012



The board of directors (“Board”) of the
Company is pleased to present this Corporate
Governance Report in the Group’s Annual
Report for the year ended 31 December 2011.

The Board of the Company considers good
corporate governance practices to be essential
to the promotion of shareholder value and
investor confidence.

The Company has applied the principles as
set out in the Code on Corporate Governance
Practices ("CG Code"”) contained in Appendix
14 of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (”Stock Exchange”) (“Listing Rules™).

Throughout the year under review, the
Company has complied with the code provisions
as set out in the CG Code, save for the
deviations from code provisions A.1.1 and
A.5.1, which deviations are explained in the
relevant paragraphs in this Report.

The Company will continue to enhance its
corporate governance practices appropriate to
the conduct and growth of its business and to
review its corporate governance practices from
time to time to ensure that they comply with
the statutory and CG Code and align with the
latest developments.
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The Board is responsible for leadership and
control of the Company and oversees the
Group's businesses, strategic decisions and
performance. The Board has delegated to
the senior management the authority and
responsibility for the day-to-day management
and operation of the Group. In addition, the
Board has established Board committees and
has delegated to these Board committees
various responsibilities as set out in their
respective terms of reference.

All directors shall ensure that they carry out
duties in good faith, in compliance with
applicable laws and regulations, and in the
interests of the Company and its shareholders at
all times.

As at 31 December 2011, the Board comprises
eight members, consisting of three executive
directors, two non-executive directors and three
independent non-executive directors.
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The Board of the Company comprises the
following directors:

Executive directors:

Cheung Siu Lam (Chairman)
Chan Yuk Ming (Vice Chairman)
Tao Ye

Non-executive directors:

Lo Wan #
Liu Hui

Independent non-executive directors:

Tsang Kwok Wai **
Wang Jian Sheng **
Chan Chun Keung **

Audit Committee Chairman
Audit Committee Members
Remuneration Committee Chairman
Remuneration Committee Members

+=kb)‘,‘

The list of directors (by category) is also
disclosed in all corporate communications
issued by the Company pursuant to the Listing
Rules from time to time. The independent non-
executive directors are expressly identified in
all corporate communications pursuant to the
Listing Rules.

The relationships among the members of the
Board are disclosed under “Biographical Details
of Directors and Senior Management” on page
18.

During the year ended 31 December 2011, the
Board at all times met the requirements of the
Listing Rules relating to the appointment of at
least three independent non-executive directors
with at least one independent non-executive
director possessing appropriate professional
qualifications, or accounting or related financial
management expertise.

The Company has received written annual
confirmation from each independent non-
executive director of his independence pursuant
to the requirements of the Listing Rules. The
Company considers all independent non-
executive directors to be independent in
accordance with the independence guidelines
set out in the Listing Rules.

The non-executive directors bring a wide range
of business and financial expertise, experiences
and independent judgement to the Board.
Through the participation at Board meetings,
taking the lead in managing issues involving
potential conflict of interests and serving on
Board committees, all non-executive directors
make various contributions to the effective
direction of the Company.

The Chairman of the Board is Cheung Siu Lam,
and the Chief Executive Officer is Luo Rui.
With the support of the senior management,
the Chairman is responsible for ensuring that
the directors receive adequate, complete and
reliable information in a timely manner and
appropriate briefing on issues arising at Board
meetings, and that all key and appropriate
issues are discussed by the Board in a timely
manner. The Chief Executive Officer focuses
on implementing objectives, policies and
strategies approved and delegated by the
Board. He is in charge of the Company's day-
to-day management and operations. The
Chief Executive Officer is also responsible for
developing strategic plans and formulating
the organizational structure, control systems
and internal procedures and processes for the
Board's approval.



The Board considers that the responsibilities
of the Chairman and Chief Executive Officer
respectively are clear and distinctive and hence
written terms thereof are not necessary.

Each of the non-executive directors of the
Company is engaged on a service contract
for a term of one year. The appointment may
be terminated by not less than two months’
written notice.

In accordance with the Company’s Articles
of Association, all directors of the Company
are subject to retirement by rotation at least
once every three years and any new director
appointed to fill a causal vacancy or as an
addition to the Board shall submit himself/
herself for re-election by shareholders at the
first general meeting after appointment.

The procedures and process of appointment,
re-election and removal of directors are laid
down in the Company’s Articles of Association.
The Board as a whole is responsible for
reviewing the Board composition, developing
and formulating the relevant procedures for
nomination and appointment of directors,
monitoring the appointment of directors and
assessing the independence of independent
non-executive directors.
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The Board reviews its own structure, size and
composition regularly to ensure that it has
a balance of expertise, skills and experience
appropriate for the requirements of the
business of the Company. Where vacancies
on the Board exist, the Board shall carry out
the selection process by making reference to
the skills, experience, professional knowledge,
personal integrity and time commitments of
the proposed candidates, the Company’s needs
and other relevant statutory requirements and
regulations. An external recruitment agency may
be engaged to carry out the recruitment and
selection process when necessary.

Madam Lo Wan, Mr Wang Jian Sheng and
Mr Tao Ye shall retire by rotation and being
eligible, offer themselves for re-election at the
forthcoming annual general meeting pursuant
to the Company’s Articles of Association.

The Board recommended the re-appointment
of the directors standing for re-election at the
next forthcoming annual general meeting of the
Company.

The Company’s circular dated 25 April 2012
contains detailed information of the directors
standing for re-election.
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Code provision A.5.1 stipulates that every newly
appointed director of the issuer should receive
a comprehensive, formal and tailored induction
on his first appointment, and subsequently
such briefing and professional development
as is necessary to ensure that he has a proper
understanding of operations and business of
the issuer and his responsibilities under statute,
common law, Listing Rules, applicable legal
requirements and other regulatory requirements
and the business/governance policies of the
issuer.

There is currently no arrangement in place for
providing professional briefings and training
programmes to directors. Nevertheless, the
directors are continually updated with legal
and regulatory developments, and the business
and market changes to facilitate the discharge
of their responsibilities. The Company would
consider to engage external legal and other
professional advisers for providing professional
briefings and training programmes to directors
whenever necessary.

Board Practices and Conduct of Meetings
Annual meeting schedules and draft agenda of
each meeting are normally made available to
directors in advance.

Notices of regular Board meetings are served
to all directors at least 14 days before the
meetings. For other Board and committee
meetings, reasonable notice is generally given.

Board papers together with all appropriate,
complete and reliable information are sent to
all directors at least 3 days before each Board
meeting or committee meeting to keep the
directors apprised of the latest developments
and financial position of the Company and to
enable them to make informed decisions. The
Board and each director also have separate and
independent access to the senior management
where necessary.

The Chief Financial Officer and Company
Secretary attend all regular Board meetings and
when necessary, other Board and committee
meetings to advise on business developments,
financial and accounting matters, statutory and
regulatory compliance, corporate governance
and other major aspects of the Company.

The Company Secretary is responsible for taking
and keeping minutes of all Board meetings and
committee meetings. Draft minutes are normally
circulated to directors for comment within a
reasonable time after each meeting and final
versions are open for directors’ inspection.

The Company’s Articles of Association contain
provisions requiring directors to abstain from
voting and not to be counted in the quorum
at meetings for approving transactions in
which such directors or any of their associates
have a material interest. According to current
Board practice, any material transaction, which
involves a conflict of interests for a substantial
shareholder or a director, will be considered
and dealt with by the Board at a duly convened
Board meeting.



Directors’ Attendance Records

Code provision A.1.1 stipulates that at least 4
regular Board meetings a year at approximately
quarterly intervals with active participation of
majority of directors, either in person or through
other electronic means of communication.

The Company does not announce its quarterly
results and hence not consider the holding of
quarterly meetings as necessary. The Board met
two times during the year ended 31 December
2011 for approving the final results for the year
ended 31 December 2010 and interim results
for the period ended 30 June 2011.

The attendance records of each director at
the Board meetings during the year ended 31
December 2011 are set out below:

Attendance/

Number of

Name of Directors Meetings
Mr Cheung Siu Lam 6/10
Mr Chan Yuk Ming 7/10
Madam Lo Wan 9/10
Mr Chan Chun Keung 6/10
Mr Wang Jian Sheng 6/10
Mr Tsang Kwok Wai 9/10
Mr Liu Hui 4/10
Mr Tao Ye= 0/2

* Appointed on 15 July 2011
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The Company has adopted its own code of
conduct regarding directors’ dealings in the
Company's securities (the “Company Code”)
on terms no less exacting than the Model
Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules.

Specific enquiry has been made of all the
directors and the directors have confirmed that
they have complied with the Company Code
throughout the year ended 31 December 2011.

The Company has also established written
guidelines on no less exacting terms than
the Model Code (the "Employees Written
Guidelines”) for securities transactions by
employees who are likely to be in possession of
unpublished price-sensitive information of the
Company.

No incident of non-compliance of the
Employees Written Guidelines by the employees
was noted by the Company.

The Board undertakes responsibility for decision
making in major Company matters, including:
approval and monitoring of all policy matters,
overall strategies and budgets, internal control
and risk management systems, material
transactions (in particular those that may involve
conflict of interests), financial information,
appointment of directors and other significant
financial and operational matters.
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All directors have full and timely access to
all relevant information as well as the advice
and services of the Company Secretary, with
a view to ensuring that Board procedures
and all applicable laws and regulations are
followed. Each director is normally able to seek
independent professional advice in appropriate
circumstances at the Company's expense, upon
making request to the Board.

The day-to-day management, administration
and operation of the Company are delegated
to the Chief Executive Officer and the senior
management. The delegated functions and
responsibilities are periodically reviewed.
Approval has to be obtained from the Board
prior to any significant transactions entered into
by the abovementioned officers.

The Board has established two committees,
namely, the Audit Committee and Remuneration
Committee, for overseeing particular aspects of
the Company’s affairs. All Board Committees
of the Company are established with defined
written terms of reference which are posted
on the Company’s website and are available to
shareholders upon request.

The Board also has the full support of the Chief
Executive Officer and the senior management
for the discharge of its responsibilities.

The Company has established a formal and
transparent procedure for formulating policies
on remuneration and senior management of
the Group. Details of the remuneration of each
of the directors of the Company for the year
ended 31 December 2011 are set out on page
77 in note 7 to the financial statements.

The Remuneration Committee comprises four
members, namely Madam Lo Wan (Chairman),
Mr Tsang Kwok Wai, Mr Wang lJian Sheng and
Mr Chan Chun Keung, the majority of them are
independent non-executive directors.

The primary objectives of the Remuneration
Committee include making recommendations
on and approving the remuneration policy
and structure and remuneration packages
of the executive directors and the senior
management. The Remuneration Committee
is also responsible for establishing transparent
procedures for developing such remuneration
policy and structure to ensure that no director
or any of his/her associates will participate
in deciding his/her own remuneration, which
remuneration will be determined by reference
to the performance of the individual and
the Company as well as market practice and
conditions.

The Human Resources Department is responsible
for collection and administration of the human
resources data and making recommendations to
the Remuneration Committee for consideration.
The Remuneration Committee shall consult with
the Chairman of the Company about these
recommendations on remuneration policy and
structure and remuneration packages.

The Remuneration Committee normally meets at
least once a year for reviewing the remuneration
policy and structure and determining the
annual remuneration packages of the executive
directors and the senior management and other
related matters.

During the year under review, there had not
been any changes to the remuneration packages
of the existing directors and therefore the
Remuneration Committee did not hold any
meeting in 2011.



The directors acknowledge their responsibility
for preparing the financial statements of the
Company for the year ended 31 December
2011.

The Board is responsible for presenting a
balanced, clear and understandable assessment
of annual and interim reports, price-sensitive
announcements and other disclosures required
under the Listing Rules and other statutory and
regulatory requirements.

The Management has provided to the Board
such explanation and information as are
necessary to enable the Board to carry out an
informed assessment of the Company's financial
statements, which are put to the Board for
approval.

There is no material uncertainties relating to
events or conditions that may cast significant
doubt on the Company’s ability to continue as a
going concern.

During the year under review, the Board
conducted a review of the effectiveness of
the internal control system of the Company
including the adequacy of resources,
qualifications and experience of staff of the
Company’s accounting and financial reporting
function, and their training programmes and
budget.

The Board is responsible for maintaining an
adequate internal control system to safeguard
shareholder investments and Company assets
and reviewing the effectiveness of such system
on an annual basis.
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The internal control system of the Group is
designed to facilitate effective and efficient
operations, to ensure reliability of financial
reporting and compliance with applicable
laws and regulations, to identify and manage
potential risks and to safeguard assets of the
Group.

The Directors acknowledge their responsibility
for the Group’s internal control systems and
confirm they have reviewed and are satisfied as
to its effectiveness in managing risks.

The Audit Committee comprises three
independent non-executive directors, namely
Mr Tsang Kwok Wai (Chairman), Mr Wang Jian
Sheng and Mr Chan Chun Keung (including
one independent non-executive director
who possesses the appropriate professional
qualifications or accounting or related financial
management expertise). None of the members
of the Audit Committee is a former partner of
the Company's existing external auditors.

The main duties of the Audit Committee include
the following:

e To review the financial statements and
reports and consider any significant or
unusual items raised by the Chief Financial
Officer or external auditors before
submission to the Board.

e To review the relationship with the
external auditors by reference to the
work performed by the auditors, their
fees and terms of engagement, and make
recommendation to the Board on the
appointment, re-appointment and removal
of external auditors.

e To review the adequacy and effectiveness
of the Company’s financial reporting
system, internal control system and risk
management system and associated
procedures.
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The Audit Committee oversees the internal
control system of the Group, reports to the
Board on any material issues, and makes
recommendations to the Board.

During the year under review, the Audit
Committee reviewed the Group’s annual
results and annual report for the year ended
31 December 2010 and interim results and
interim report for the six months ended
30 June 2011, the financial reporting and
compliance procedures, internal control and risk
management systems and processes, and the re-
appointment of the external auditors.

There is no different view taken by the Audit
Committee from the Board regarding the
selection, appointment, resignation or dismissal
of external auditors.

Attendance/

Number of

Name of Directors Meetings
Mr Tsang Kwok Wai 2/2
Mr Wang Jian Sheng 2/2
Mr Chan Chun Keung 2/2

The statement of the external auditors of the
Company about their reporting responsibilities
on the financial statements is set out in the
“Independent Auditor’s Report” on page 31.

During the year under review, the remuneration
paid to the Company's auditors, is set out
below:

Fee Paid/

Category of Services Payable

HK$

Audit service 950,000

Non-audit service
— Services rendered in relation

to the major acquisition

completed on 21 June 2011 320,000

Total HK$1,270,000

The general meetings of the Company provide
an important channel for communication
between the Board and the shareholders. The
Chairman of the Board as well as chairmen
of the Audit Committee and Remuneration
Committee or, in their absence, other members
of the respective committees and the Board,
are available to answer questions at the
shareholders’ meetings.

To promote effective communication,
the Company maintains a website at
www.cfsh.com.hk where up-to-date information
and updates on the Company’s business
developments and operations, financial
information, corporate governance practices
and other information are available for public
access. Investors may write directly to the
Company at its registered office or via email to
the Company's website for any inquiries.



To safeguard shareholder interests and rights,
a separate resolution is proposed for each
substantially separate issue at shareholder
meetings, including the election of individual
directors.

All resolutions put forward at shareholder
meetings will be voted on by poll pursuant to
the Listing Rules and poll results will be posted
on the websites of the Company and of the
Stock Exchange after each shareholder meeting.

On behalf of the Board
Cheung Siu Lam
Chairman
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The Group is principally engaged in the
provision of integrated short-term financing
services, comprising short-term financing, loan
guarantee services and related management and
consultancy services and retail business.

On 27 January 2011, K.P.B. Group Holdings
Limited, a wholly-owned subsidiary of
the Company, entered into an Acquisition
Agreement with Mr. Cheung Siu Lam (“Mr.
Cheung”), the Chairman of the Board, to
acquire the entire issued capital of K.P. Financial
Group Limited which indirectly has beneficial
interests in 70% of the equity interests
in Beijing Huifeng Rongjin Credit Finance
Company Limited (It R EE @ a2/ NEERK
B 2AF), 100% of the equity interests in
Beijing Zhong Jin Tou Management Consultancy
Company Limited (It RFP &R M BERERA
A]) (formerly known as Beijing Gangjia Huitong
Management Consultancy Company Limited)
and 100% of the equity interests in Beijing
Huaxia Xingye Investment Guarantee Company
Limited (I REBEEEXREEZRBERLQA)
(collectively referred to as the "Target Group”),
and the shareholder’s loan at the consideration
of HK$600 million. Pursuant to the Acquisition
Agreement, the consideration shall be satisfied
as to (i) HK$500 million by the allotment and
issue of 1,250,000,000 shares to Mr. Cheung
(or his nominee(s)) at an issue price of HK$0.40
per share, credit as fully paid, on the completion
date, and (ii) the balance of HK$100 million

in cash, either one-off or by such number of
Instalments and amount as determined by Mr.
Cheung, within six months after the completion
date. The acquisition was completed on 21 June
2011. Further details of the acquisition were set
out in the Company's circular dated 29 April
2011 to its shareholders in connection with the
acquisition.

Mr. Cheung has guaranteed to the K.P.B.
Group Holdings Limited that the audited net
profit of the Target Group for the year ending
31 December 2011 should not be less than
HK$80 million. During the year under review,
the audit net profit after taxation (excluding
non-controlling interest) of the Target Group
was approximately HK$90.5 million and hence
the profit guarantee given by Mr. Cheung was
met.

On 30 November 2011, BOBEZESERA
A] (Haikou K.P.I. Company Limited*), an indirect
wholly-owned subsidiary of the Company,
entered into an agreement with 1t & 3 &k
YEEIEAER AR (Beijing lJia Ze Lin Property
Management Company Limited®) to sell the
whole block of a commercial building at 1t &
™8 @ 7 = 3R 4L B 885% (88 North Xi San
Huan Road, Haidian District, Beijing*), the PRC
together with the land use right for a cash
consideration of RMB63 million. The Board
considered that it is in the interests of the
Company and the shareholders as a whole to
devote more resources in the development
of the short-term financing business which
is promising and the return rate of which
is more than the rental income generated
from the property. The disposal represents
a good opportunity for the Group to realize
its investment in the property at a fair and
reasonable price while the sales proceeds would
be able to support the continuous growth of
the short-term financing business, thereby
generating a higher return for the Group in the
future.

¥ The English name is not an official name and is
provided for reference only.



Further details of the disposal of property were
set out in the Company’s announcement dated
30 November 2011.

Other than disclosed above, there was no
material acquisition on disposal of subsidiaries
during the year ended 31 December 2011.

After the acquisition of K.P. Financial Group
Limited, the Group has become a total solutions
provider which offers a wide range of short-
term financing services to accommodate
different customers’ needs. The services
provided to individual & small-to-medium-
sized enterprise (“SME") customers include
pawn loan services, entrusted loan services,
loan guarantees, financial consultancy and loan
management services. For the year ended 31
December 2011, the Group recorded a total
revenue of approximately HK$382,127,000,
representing a growth of 76.1% from
HK$217,022,000 as compared with 2010.
Net profit after tax attributable to owners of
the Company was about HK$57,302,000, an
increase of 126.0% over 2010.

As a result of the economic growth in the
PRC, the private enterprise sector in the PRC
has expanded rapidly in recent years and the
demand for funding is on an increasing trend.
The Group as a non-bank financial institution
fills the funding gap for SMEs and individuals
that banks are either unable to or unwilling to
make loans to. Along with the steady growth
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of loans to SMEs and individuals in the PRC,
the Board believes that there will be upside
potential in the demand for financing services in
the coming years.

If the acquisition of the Target Group had
occurred on 1 January 2011, the revenue
generated by the short-term financing
business would have been approximately
HK$203,135,000 and the net profit after
taxation would have been approximately
HK$120,622,000. The short-term financing
business has offered a solid foundation for the
growth of the Group. This proves the Board's
accurate foresight as it decided to acquire the
Target Group and allocate more resources to
short-term financing business.

Our Beijing convenience chain stores (the
"Hi-24") achieved a single store average
daily turnover of approximately RMB4,900,
representing a growth of approximately
RMB700 or 17% over last year.

After trial operation in 2010, during 2011, Hi-
24 set up a specialized fast food department
to conduct fast food research and development
and to provide professional guidance and
support to the stores. The food categories that
Hi-24 offered are basically quite comprehensive
with operating categories reaching 15. The
annual sales amount reached RMB23 million,
representing 10% of total sales of the retail
business. In December, a monthly sales of
RMB2.7 million were achieved, contributing to
almost 10% of total sales of that month.

Hi-24 has started trial co-operation with a group
shopping website since the second half of
2011 and has installed merchandise redemption
devices inside the stores, gradually carrying out
on-line group shopping activities. The purpose is
to attract more consumers, enhance more Hi-24
awareness and drive higher customer flow. The
Hi-24 membership cards have also achieved the
purpose of attracting new customers, retaining
old customers and enhancing customer loyalty.
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MANAGEMENT DISCUSSION AND ANALYSIS

However, Hi-24 will also face a number
of difficulties such as intensified market
competition, and high rental and labour costs.
Existing competitors are speeding up their store
expansion and new competitors are emerging.
Hi-24 will have to improve continuously at
various levels such as enhancing merchandise
features, increasing value added services and
raising customer service standards.

In 2011, Hi-24 continued to maintain the
mechanism of pegging staff income to sales
growth and were able to share the growth with
staff. However, labour costs of store outlets
continued to accelerate and were up by about
RMB4 million or 17% over last year. Labour
costs of Hi-24 will continue to grow rapidly in
2012 and such impact can only be assimilated
through sales growth. Hi-24 will also face
higher rents which landlords will demand as
convenience stores expand rapidly in Beijing and
fewer and fewer shops are available in good
locations. Currently, market rentals for shops
with street frontage at relatively good locations
are above RMB250,000 per year, which requires
a higher daily sales volume to pay for the lease.

Despite the above adverse factors, after
more than ten years’ of development and
accumulation of experience, the management
is confident that Hi-24 will be able to achieve
continuous high sales growth.

FINANCIAL REVIEW

Revenue and Net Profit

For the year under review, the Group’s revenue
amounted to approximately HK$382,127,000
(2010: HK$217,022,000), representing
an increase of 76.1%. Net profit after tax
attributable to owners of the Company
was approximately HK$57,302,000 (2010:
HK$25,355,000), an increase of about 126.0%
compared with the corresponding figure last
year.

Retail Business

Currently, the Group has about 186
convenience store outlets in Beijing city.
Turnover generated from retail business
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for the year amounted to approximately
HK$264,450,000 (2010: HK$201,515,000),
an increase of 31.2% as compared with
the corresponding figure of the last year.
Gross profit of retail business amounted
to approximately HK$63,288,000 (2010:
HK$45,389,000), increasing by about 39.4%.
Merchandise sales gross margin was 23.9%.
Profit before and after taxation of retail
business contributed to the Group’s results
were approximately HK$8,558,000 and
HK$6,418,000. Selling and administrative
expenses of the retail business for the year 2011
were approximately HK$88,823,000.

FINANCING BUSINESS

The Group was engaged in the provision of
non-bank financial services to SME customers
with real estate as the most common form of
collateral. The short-term loans offered were
secured by tangible personal property of the
customers. As at 31 December 2011, the
Group had direct advances to customers of
approximately HK$809,596,000.

Revenue generated from financing business
includes interest income of approximately
HK$20,166,000, financing consultancy service
income of approximately HK$96,412,000 and
loan guarantee service income of approximately
HK$1,099,000.

As at 31 December 2011, the aggregate
amount of loan guarantee provided by the
Group was approximately HK$124,584,000.
Guarantee income is recognized over the life
of guarantee contracts. As at 31 December
2011, the deferred income was approximately



HK$1,271,000 which would be recognized in
the forthcoming 12 months. Profit before and
after taxation of financing business contributed
to the Group’s results were approximately
HK$81,622,000 and HK$58,876,000
respectively. Administrative expenses of the
financing business for the year 2011 were
approximately HK$37,418,000. Our unique
multi-licence platform in Beijing allowed the
Group to structure a more competitive product
mix to customers. To sustain continuous
business growth, the Group has increased

its presence and enhanced public awareness
through advertising and marketing activities in
our convenience store outlets. The Group also
began to expand its sales team to cater future
business growth.

Finance costs for the year under review were
approximately HK$1,000,000, representing a
decrease of 37.5% over HK$1,600,000 for
2010.

The Group maintains a healthy cash position
and sufficient capital for business development.
As at 31 December 2011, current assets
of the Group comprised cash and bank
balances of approximately HK$187,239,000,
short term loans receivable of approximately
HK$809,596,000, accounts and interests
receivable of approximately HK$14,295,000,
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other receivables, deposits and prepayments
of approximately HK$38,610,000, inventories
of approximately HK$20,777,000 and financial
assets at fair value through profit or loss of
approximately HK$3,898,000. Non-current
assets mainly comprised property, plant and
equipment of about HK$11,368,000, goodwill
of about HK$622,703,000, intangible assets
of approximately HK$385,000 and available-
for-sale investments of approximately
HK$65,348,000. Current liabilities mainly
comprised accounts payable of approximately
HK$45,605,000, deferred income of about
HK$16,275,000, other payables, deposits
received and accrual of approximately
HK$143,569,000, tax payable of approximately
HK$35,011,000 and short-term bank loans of
about HK$49,175,000.

The Group maintains a healthy liquidity position.
As at 31 December 2011, the current ratio of
the Group was 4.0 times. The Group monitors
capital on the basis of the gearing ratio, which
is calculated as total borrowings divided by total
equity. As at 31 December 2011, the gearing
ratio was about 3.1%.

The carrying amounts less impairment provision
of the financial assets and the carrying amounts
of the financial liabilities are assumed to
estimate their fair values.

As at 31 December 2011, the Group had
approximately 1,200 employees in Mainland
China and Hong Kong. Competitive
remuneration packages and performance-
based bonuses are structured to commensurate
with individual responsibilities, qualifications,
experience and performance. The Group also
sets up a share option scheme for the purpose
of providing incentives to eligible employees.
For the period under review, total staff costs
were about HK$52,764,000.
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MR CHEUNG SIU LAM, aged 53, is a co-
founder and Chairman of the Group. Before
establishing the Group, Mr Cheung worked for
Beijing Machinery Import & Export Company
for many years. Mr Cheung has extensive
experience in trading and retailing business in
the People’s Republic of China ("PRC"). Mr
Cheung is responsible for the overall strategic
planning and corporate development of the
Group. Mr Cheung is the spouse of Madam
Lo Wan. Mr. Cheung is the Chairman of the
Nomination Committee of the Company.

MR CHAN YUK MING, aged 53, is the Vice-
Chairman of the Group. Mr Chan graduated
from the Hangzhou Institute of Business,
following which he worked in the accounting
department of the Ministry of Commerce. He
joined the Group in 1985 and is responsible for
business development of the Group.

Mr Chan does not have any relationship with
any other directors, senior management,
substantial shareholders, or controlling
shareholders of the Company.

MR TAO YE, aged 39, joined the Group in
January 2004. He was appointed as an executive
director on 15 July 2011. Mr Tao graduated
in Peking University in 1995 and obtained a
Bachelor Degree in Science and a certificate in
Law. Mr Tao further obtained a Master Degree
in Science from Peking University in 1998 and
a Master Degree in Business Administration
from the Guanghua School of Management
of Peking University in 2001. Mr Tao is also a
director of K.PIl. Convenience Retail Company
Limited, director and general manager of Beijing
K.P.I. Hi-24 Convenience Stores Company
Limited. He has extensive experience in strategic
planning, business administration and corporate
management and possesses unparalleled
strength in the areas of overall corporate
structuring as well as risk management over
various business and operations.

Mr Tao does not have any relationship with
any other directors, senior management or
substantial or controlling shareholders of the
Company.

MR LIU HUI, aged 55, is graduated from
Beijing University of International Business
and Economics and Westminster University of
UK. Mr Liu has over 29 years of experience in
advising and investing in the PRC, especially
in the retail and consumer sectors. Mr Liu co-
founded the US$165 million China Retail Fund,
LDC with American International Group, Inc
in 1996. He is currently an independent non-
executive director of China-Hong Kong Photo
Products Holdings Limited (a company listed
on The Stock Exchange of Hong Kong Limited)
and a non-executive director of ARC Capital
Holdings Limited (a closed-end fund listed on
the AIM market of the London Stock Exchange).
Mr Liu joined the Group in October 2007.

Mr Liu does not have any relationship with
any other directors, senior management or
substantial or controlling shareholders of the
Company.

MADAM LO WAN, aged 50, joined the Group
in 1989 and re-designated from executive
Director to non-executive Director on 15 July
2011. Prior to joining the Group, she worked
for a PRC trading company. Madam Lo is also a
member of the Remuneration Committee of the
Company.

Madam Lo is the spouse of Mr Cheung Siu Lam,
the Chairman of the Group.



MR WANG JIAN SHENG, aged 59, graduated
from Luoyang Industrial Institution (currently
known as Henan Technology University) with a
degree in engineering. He has been involved in
industrial businesses for more than 26 years and
has worked in the Project Department of China
Everbright Industrial Company for four years. Mr
Wang is the chairman of Strong Petrochemical
Holdings Limited (a company listed on The
Stock Exchange of Hong Kong Limited). Mr
Wang joined the Group in 1996. Mr Wang is
also a member of the Audit Committee, the
Remuneration Committee and the Nomination
Committee of the Company.

Mr Wang does not have any relationship with
any other directors, senior management,
substantial shareholders, or controlling
shareholders of the Company.

MR CHAN CHUN KEUNG, aged 61, joined
the Group in November, 2000. Mr Chan has
extensive experience in trading and investment
in PRC and is currently a committee member
of the Chinese People's Political Consultative
Conference of Fujian Province, PRC, the
vice-chairman of the Fukien Chamber of
Commerce in Hong Kong and a committee
member of the Foreign Investment Enterprises
Association in PRC. Mr Chan is also a member
of the Audit Committee, the Remuneration
Committee and the Nomination Committee of
the Company.

Mr Chan does not have any relationship with
any other directors, senior management,
substantial shareholders, or controlling
shareholders of the Company.
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MR TSANG KWOK WAI, aged 42, joined the
Group in May 2007. He is a fellow member
of the Hong Kong Institute of Certified Public
Accountants; The Association of Chartered
Certified Accountants; and The Taxation
Institute of Hong Kong. Mr Tsang is also an
independent non-executive director of Century
Ginwa Retail Holdings Limited and ABC
Communications (Holdings) Limited (from 18
September 2008 to 28 January 2011) (both
companies listed on The Stock Exchange of
Hong Kong Limited). Mr Tsang has over 19
years of experience in accounting and finance.
At present, Mr Tsang runs his own firm and
practices public accounting. He is also the
chairman of the Audit Committee and the
Remuneration Committee and a member of the
Nomination Committee of the Company.

Mr Tsang does not have any relationship with
any other directors, senior management or
substantial or controlling shareholders of the
Company.

MR LUO RUI, aged 44, is the chief executive
officer of the Group and is responsible for
the overall business development and daily
operation of the Group. Mr Luo graduated with
a Bachelor and Master’s degree in Building
Construction of Xi'an University of Architecture
and Technology (AL EERFEKRE) . Mr
Luo has over 15 years of experience and a
proven track record in commercial real estate
investment and financing, assets acquisition,
project development, market development and
corporate management. Mr Luo has been the
chief architect and deputy general manager of
a property developer in Hainan and the deputy
general manager of a property management
company in Beijing. Mr Luo has extensive
networks with senior management of property
developers, major commercial banks and local
authorities in Beijing. He is currently a councilor
of the Beijing Guarantee Association (3t F 1 #&
R1#% € ), the Beijing Association of Small and
Medium Enterprises (JbRTHR/NEEFHE ) , the
Beijing Association of Pawn Business (4t 5 #2
E 1€ ) and the Beijing Microcredit Association
(kR NEEEFIBE) . He joined the Group in
June 2011.
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MS GUAN XUE LING, aged 38, is the executive
Vice President of the Group. Ms Guan has
over 10 years of strategic decision making
and practical experiences in listed companies
auditing, corporate merger and acquisition,
equity acquisition, transfer as well as project
investment and financing.

Ms Guan joined the Group in June 2011, mainly
responsible for risk management, accounting
affairs and treasury management of the Group.

Ms Guan successively held the posts of quality
control manager, auditing manager, assessment
manager, chief auditor and head of the auditing
department in domestic accounting firms,
large state-owned enterprises, large private
companies and foreign-invested companies.
She is familiar with accounting and valuation
standards. During her years with accounting
firms, she had participated in the auditing work
of a number of large state-owned enterprises,
foreign-invested enterprises and private
enterprises, such as China Resources Land,
Sinobo Group and Suning Corporation. She also
participated in various IPOs audit and internal
audit, such as BBMG Corporation, Enlight Media
and Ningxia Yellow River Rural Commercial
Bank. She had led and participated in various
auditing projects spanning across the real
estate, manufacturing, media, retail, logistic and
finance sectors and has extensive experiences in
financial auditing and internal auditing.

Ms Guan graduated from Capital University of
Economics and Business with a Postgraduate
Degree in Business Administration. She is also
a certified public accountant, a qualified asset
appraiser in the PRC and a party member
of China Democratic National Construction
Association.

MR SUN YU, aged 43, is the executive Vice
President of the Group. Mr Sun has more
than 10 years of experiences in special project
investment and over 5 years of experiences
in bank credit guarantee and pawn business
operation.

Mr Sun joined the Group in 2009, mainly
responsible for daily management of the
sales team. Mr Sun was the general manager
of the business division of 1t RE k@ &
7. He has extensive practical experiences in
the extension of loans of non-bank financial
institutions, especially in relation to loan using
real estate as collateral. He had led his team
successfully accomplished 70 loan transactions
with aggregate size exceeding RMB1.5 billion.
Before that, Mr Sun had participated in and led
a number of investment projects in different
industries, including investment and merger
and acquisition in new energy, medical,
pharmaceutical, catering, home appliance,
electronic and environmental industries. In
addition, Mr Sun also served as the sales
manager of the Beijing branch of Shanghai Dalu
Futures Company Limited, mainly to deal with
futures and securities investment.

Mr Sun graduated from Tsinghua University in
1991.



MR TANG ZHI YONG, aged 36, is the executive
Vice President of the Group. Mr Tang has more
than ten years of management experience in
guarantee, investment and project financing,
and has extensive connection with banks, trusts,
guarantee associations and association of small-
to-medium sized enterprises and institutions in
the guarantee industry in Beijing.

Mr Tang joined the Group in June 2011,
and was primarily responsible for strategic
planning, marketing and products development
and the operation of guarantee business.
Mr Tang once served as General Manager
of three guarantee companies and was an
expert in designing products and operating
model of guarantee business, integrating
strategic resources as well as establishing
business channels and risk management and
control systems of guarantee institutions. In
2002, Mr Tang established Northern Credit
Guarantee Company (It A EAERR2A)
and during his term of service as General
Manager, Mr Tang suggested the business
model of automobile credit services centers
which focused on provision of loans services
business to personal automobile consumer and
automobile dealership enterprises. In 2005,
Mr Tang was the first to launch the profiting
model of guarantee institution notes business,
which was a breakthrough to the profiting
model of traditional guarantee business. While
Mr Tang was engaged in guarantee business,
Mr Tang devoted himself to business product
design of guarantee institutions and realization
of concepts of special guarantee financing
platform. In developing the secured loan service
platforms, Mr Tang has always been advocating
building differentiated competitive power of
guarantee platforms, which had revenues of
individual business exceeding the market level
while reducing business risks. These resulted in
good operating efficiency.
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As for social work, Mr Tang was responsible
for the thematic study of Credit Evaluation and
Market Supervision of Guarantor (¥E{R # 1
BEMELMBITRES) of the Ministry of
Development in 2006. He was also appointed
by the Beijing Municipal Bureau of Construction
(tmMEHRZEZ)to participate in the
drafting of documents regarding the norm
of Beijing construction guarantee market, to
design the Beijing Construction Guarantee
Market Supervision System (b R T 12 #&
RMIBEE R ), and, as an invited expert,
to assess the first batch of qualified project
guarantors in Beijing. He is currently acting as
the Vice-chairman of the China Construction
Guarantee Professional Committee and a
general councilor of the Beijing Guarantee
Association.

Mr Tang graduated from the School of
International Studies, Peking University
(ERAREBEEBEER), obtained a
Graduate Diploma in Integrated Marketing
Communications from the Hong Kong
University, and is currently taking a research
master study in the Liaoning University
Philosophy and Public Management School
(BFEARBHSEAQNAEEZEL)in Public
Administration.
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The directors present herewith their report
and the audited financial statements of the
Company and the Group for the year ended 31
December 2011.

The principal activity of the Company is
investment holding. The principal activities
and other particulars of the subsidiaries, are
set out in note 17 to the financial statements
respectively.

An analysis of the Group’s segment revenue,
results, assets and liabilities for the year ended
31 December 2011 is set out in note 4 to the
financial statements.

The Group's profit 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 33 to 37.
The directors do not recommend the payment
of any dividend in this year (2010: NIL).

Details of movements in the reserves of the
Company and of the Group during the year are
set out in note 37 to the financial statements.

Details of movements in property, plant and
equipment, land lease premium and the
investment property of the Group are set out
in notes 13 to 15 to the financial statements,
respectively.

Details of movements in share capital and
share options of the Company during the year,
together with the reasons therefore, are set out
in notes 35 and 36 to the financial statements,
respectively.

Profit for the year attributable to owners
of the Company of HK$57,302,000 (2010:
HK$25,355,000) has been transferred to
reserves. As at 31 December 2011, the
Company’'s reserve available for distribution
to shareholders amounted to approximately
HK$121,324,000 (2010: HK$76,659,000) in
accordance with the provisions of Section 79B
of the Hong Kong Companies Ordinance.

The Group is principally engaged in retail
business and provision of short term financing
services. The five largest customers and the
five largest suppliers of the Group accounted
for less than 30% of the Group’s revenue and
purchases respectively during the year.

As far as the directors are aware, neither the
directors, their associates nor any shareholder of
the Company (which, to the best of knowledge
of the directors, owns more than 5% of the
Company’s share capital) had any beneficial
interest in these major customers and suppliers.



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

Cheung Siu Lam (Chairman)
Chan Yuk Ming (Vice-chairman)
Tao Ye (appointed on 15 July 2011)

Liu Hui
Lo Wan (re-designated on 15 July 2011)

Wang Jian Sheng
Chan Chun Keung
Tsang Kwok Wai

According to Article 105(A) of the Company’s
Articles of Association, Madam Lo Wan and Mr
Wang Jian Sheng shall retire by rotation at the
Annual General Meeting, and being eligible,
will offer themselves for re-election at the
Annual General Meeting. According to Article
96 of the Company's Articles of Association,
Mr Tao Ye shall retire at the Annual General
Meeting, and will offer himself for re-election
at the Annual General Meeting. The directors of
the Company, including the independent non-
executive directors are subject to retirement by
rotation and re-election at the annual general
meeting of the Company in accordance with
the provisions of the Company’s Articles of
Association and the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (“the Listing Rules”).
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The non-executive director, Mr Liu Hui and the
independent non-executive director, Mr Tsang
Kwok Wai, have entered into a service contract
with the Company for one year commencing on
8 October 2007 and 28 May 2007 respectively
and is subject to retirement by rotation and re-
election at the Annual General Meeting of the
Company in accordance with the Articles of
Association of the Company.

Other independent non-executive directors,
namely Mr Wang Jian Sheng and Mr Chan Chun
Keung entered into service contracts with the
Company respectively for a term of one year
commencing on 9 September 2004 and are
subject to retirement by rotation and re-election
at the Annual General Meeting of the Company
in accordance with the Articles of Association of
the Company.

Either party may terminate the contract by
giving not less than two months’ notice in
writing or payment of remuneration in lieu
of such notice or the unexpired part of such
period. Their remuneration is determined by
the board of directors on the anniversary of the
dates of their appointments.

No director proposed for re-election at the
forthcoming annual general meeting has
an unexpired service contract which is not
determinable by the Company or any of its
subsidiaries within one year without payment
of compensation, other than normal statutory
obligations.

No contracts of significance to which the
Company or any of its subsidiaries was a party
and in which a director had a material interest,
whether directly or indirectly, subsisted at the
end of the year or at any time during the year.
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As at 31 December 2011, the interests and short positions of the Directors in the shares, underlying
shares and debentures of the Company or its associated corporation (within the meaning of Part
XV of the Securities and Futures Ordinance (“SFO")) as recorded in the register maintained by the
Company pursuant to Section 352 of Part XV of the SFO or as otherwise notified to the Company
and The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) pursuant to the Model
Code for Securities Transaction by Directors of Listed Companies (“Model Code”), were as follows:

Name of Director

Cheung Siu Lam

Lo Wan

Chan Yuk Ming
Tao Ye

Notes:

Capacity

Number of
Ordinary
Shares held

Beneficial owner of 1,710,044,240 2,022,246,240

ordinary shares and 11,000,000

underlying shares, family
interest of 225,802,000

ordinary shares and 11,000,000

underlying shares (Note 2)
and interest in controlled
corporation of 86,400,000
ordinary shares (Note 3)

Beneficial owner of 225,802,000
ordinary shares and
11,000,000 underlying
shares, family interest of
1,710,044,240 ordinary shares
and 11,000,000 underlying
shares (Note 4) and interest
in controlled corporation of
86,400,000 ordinary shares
(Note 3)

Beneficial owner

Beneficial owner

2,022,246,240

10,000,000
0

Underlying
Shares
Interested
(Note 1)

22,000,000

22,000,000

12,000,000
7,000,000

Aggregate
Long Position
in Shares and

Underlying

Shares to
Issued
Share Capital

68.21%

68.21%

1.26%
0.23%

1. The number of shares represents the shares in which the directors are deemed to be interested as a result of holding

share options.

2. By virtue of the SFO, Cheung Siu Lam is deemed to be interested in 225,802,000 ordinary shares and 11,000,000
underlying shares held by Lo Wan.

3. Arbalice Holdings Limited is beneficially owned as to 60% by Cheung Siu Lam and 40% by Lo Wan. By virtue of
the SFO, Cheung Siu Lam and Lo Wan are deemed to be interested in 86,400,000 shares held by Arbalice Holdings

Limited.

4. By virtue of the SFO, Lo Wan is deemed to be interested in 1,710,044,240 ordinary shares and 11,000,000 underlying
shares held by Cheung Siu Lam.
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Approximate
Name of Director Name of Associated Corporation Percentage

Cheung Siu Lam K.P.I. Convenience Retail Company Limited 28%

Save as disclosed above, none of the Directors, chief executives or any of their associates had any
interests or short positions in the shares, underlying shares or debentures of the Company or its
associated corporations were recorded in the register required to be kept under Section 352 of Part
XV of the SFO as at 31 December 2011.

|l!

Save as disclosed under the headings “Directors’ Interests in Share Capital” above and “Share
Option Scheme” below, at no time during the year 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
spouse or children under 18 years of age, or were any such rights exercised by them; or was the
Company or any of its subsidiaries a party to any arrangement to enable the directors to acquire
such rights in any other body corporate.

As at 31 December 2011, the following companies and person were interested in more than 5%
of the issued share capital of the Company according to the register kept by the Company under
Section 336 of Part XV of the SFO:

Aggregate
Long Position
in Shares and

Underlying

Number of Underlying Shares to

Ordinary Shares Issued

Name Capacity Shares held Interested  Share Capital
Cheung Siu Lam Beneficial owner of 1,710,044,240 2,022,246,240 22,000,000 68.21%

ordinary shares and 11,000,000
underlying shares, family
interest of 225,802,000
ordinary shares and 11,000,000
underlying shares and interest
in controlled corporation of
86,400,000 ordinary shares
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Name Capacity

Lo Wan Beneficial owner of 225,802,000
ordinary shares and
11,000,000 underlying
shares, family interest of
1,710,044,240 ordinary
shares and 11,000,000
underlying shares and interest
in controlled corporation of
86,400,000 ordinary shares

Number of
Ordinary
Shares held

2,022,246,240

Underlying
Shares
Interested

22,000,000

Aggregate
Long Position
in Shares and

Underlying

Shares to
Issued
Share Capital

68.21%

Save as disclosed above, no person had registered an interest or a short position in the shares and
underlying shares or debentures of the Company that was required to be recorded under Section

336 of Part XV of the SFO.



ANNUAL REPORT 2011

The Company adopted a new share option scheme on 7 June 2004 (the "New Scheme”) for the
purpose of providing incentives and rewards to eligible participants who contribute to the success

of the Group's operations.

A summary of the New Scheme of the Company is as follows:

Purpose

Participants

Total number of ordinary
shares available for issue
under the New Scheme
and the percentage of the
issued share capital that it
represents as at the date of
the annual report

Maximum entitlement of
each participant

To provide incentives and rewards to eligible participants for their
contributions to the Group and/or to enable the Group to recruit
and retain high-calibre employees and attract human resources
that are valuable to the Group and any entity in which the Group
holds an equity interest (the “Invested Entity”).

(i) any employee (whether full-time or part-time), executive
directors, non-executive directors and independent non-
executive directors of the Company, any of its subsidiaries or
any Invested Entity;

(ii) any supplier of goods or services to any member of the Group
or any Invested Entity, any customer of the Group or any
Invested Entity; any person or entity that provides technical,
financial and legal support to the Group or any Invested
Entity; and

(iii) any shareholder of any member of the Group or any Invested
Entity or any holder of any securities issued by any member of
the Group or any Invested Entity.

172,590,233 ordinary shares and 5.76% of the existing issued
share capital.

Where any grant or further grant of options to a participant would
result in the total number of shares issued and to be issued upon
exercise of all the options granted and to be granted to such
person (including exercised, cancelled and outstanding options) in
the 12-month period up to and including the date of such grant
or further grant representing in aggregate over 1% of the total
number of shares in issue, such grant or further grant must be
separately approved by the shareholders in a general meeting.
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Period within which the
securities must be taken
up under an option

Minimum period for
which an option must
be held before it can be
exercised

Amount payable on
acceptance of the
option and the period
within which such
payment must be made

Basis of determining
the exercise price

The remaining life of
the New Scheme

Where any grant or further grant of options to a substantial
shareholder or an independent non-executive director of the
Company, or any of their respective associates, would result in the
shares issued and to be issued upon exercise of all options already
granted and to be granted (including exercised, cancelled and
outstanding options) to such person in the 12-month period up to
and including the date of such grant:

(@) representing in aggregate over 0.1% of the relevant class of
shares in issue; and

(b) having an aggregate value, based on the closing price of the
shares at the date of each grant, in excess of HK$5,000,000,

such grant or further grant of options must be approved by the
shareholders in a general meeting.

An option may be exercised at any time during a period to be
determined and notified by the directors to each grantee, but shall
end in any event not later than 10 years from the date of offer of
the grant of options subject to the provisions for early termination
set out in the New Scheme.

There is no minimum period for which an option granted must be
held before it can be exercised except otherwise imposed by the
directors.

The offer of a grant of share options may be accepted within 28
days from the date of the offer with a consideration of HK$1.00
being payable by the grantee.

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

The New Scheme remains in force until 6 June 2014.
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During the year under review, no share options were granted. Details of the share options granted

under the New Scheme are as follows:

As at 31 December 2011, the executive directors, non-executive directors and employees of the
Group have the following interests under the New Scheme.

Closing Price

of the

Securities

Immediately

before the

Granted Exercised Lapsed Date on Which

Date of Exercise  Outstanding During the During the During the  Outstanding the Options

Director Offer Price at 1.1.201 Year Year Year at31.12.2011  Exercise Period were Offered
HKS HKS

Cheung Siu Lam 04.10.07 0.479 10,000,000 - - - 10,000,000  04.10.07 - 03.10.17 0.460
22.10.10 0.359 1,000,000 - - - 1,000,000  22.10.10-21.10.20 0.360

Lo Wan 04.10.07 0.479 10,000,000 - - - 10,000,000  04.10.07 - 03.10.17 0.460
22.10.10 0.359 1,000,000 - - - 1,000,000  22.10.10-21.10.20 0.360

Chan Yuk Ming 04.10.07 0.479 10,000,000 - - - 10,000,000  04.10.07 - 03.10.17 0.460
22.10.10 0.359 2,000,000 - - - 2,000,000 22.10.10 - 21.10.20 0.360

Tao Ye 04.10.07 0.479 5,000,000 - - - 5,000,000  04.10.07 - 03.10.17 0.460
22.10.10 0.359 2,000,000 - - - 2,000,000 22.10.10 - 21.10.20 0.360

Employees in 04.10.07 0.479 28,000,000 - - - 28,000,000  04.10.07 - 03.10.17 0.460
aggregate 22.10.10 0.359 29,000,000 - 1,000,000 - 28,000,000 22.10.10 - 21.10.20 0.360
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The Company has not redeemed any of its listed securities during the year ended 31 December
2011. Neither the Company nor any of its subsidiaries have purchased, sold or redeemed any of the
Company'’s listed securities during the year ended 31 December 2011.

The Group also operates a Mandatory Provident Fund Scheme under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees employed under the jurisdiction of the Hong
Kong Employment Ordinance, and participates in various defined contribution retirement plans
organised by the relevant authorities for its employees in the PRC.

Details of the corporate governance are set out in the section headed “Corporate Governance
Report” in this annual report.

Based on the information that is publicly available to the Company and to the knowledge of the
directors, the directors confirm that the Company has maintained the amount of public float as
required under the Listing Rules during the year.

The financial statements have been audited by CCIF CPA Limited, Certified Public Accountants. A
resolution for their re-appointment as the Company'’s auditor for the ensuing year is to be proposed
at the forthcoming Annual General Meeting.

On behalf of the board

Cheung Siu Lam
Chairman

Hong Kong, 28 March 2012



(Incorporated in Hong Kong with limited liability)

We have audited the consolidated financial
statements of China Financial Services Holdings
Limited (formerly known as K.P.I. Company
Limited) (the “"Company”) and its subsidiaries
(together the “Group”) set out on pages 33
to 133 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.

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

CCIF

CCIF CPA LIMITED

34/F The Lee Gardens
33 Hysan Avenue
Causeway Bay Hong Kong

Our responsibility is to express an opinion on
these consolidated financial statements based
on our audit. This report is made solely to you,
as a body, in accordance with section 141 of the
Hong Kong Companies Ordinance, and for no
other purpose. We do not assume responsibility
towards or accept liability to any other person
for the contents of this report.

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

An audit involves performing procedures to
obtain audit evidence about the amounts
and disclosures in the consolidated financial
statements. The procedures selected depend
on the auditor’s judgment, including the
assessment of the risks of material misstatement
of the consolidated financial statements,
whether due to fraud or error. In making those
risk assessments, the auditor considers internal
control relevant to the entity’s preparation
of consolidated financial statements that
give a true and fair view in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness
of the entity’s internal control. An audit also
includes evaluating the appropriateness of
accounting policies used and the reasonableness
of accounting estimates made by the directors,
as well as evaluating the overall presentation of
the consolidated financial statements.
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We believe that the audit evidence we have
obtained is sufficient and appropriate to provide
a basis for our audit 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
profit and cash flows for the year then ended in
accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in
accordance with the Hong Kong Companies
Ordinance.

CCIF CPA Limited
Certified Public Accountants
Hong Kong, 28 March 2012

Kwok Cheuk Yuen
Practising Certificate Number P02412



Continuing operations
Turnover

Cost of sales

Gross profit

Other revenue

Other net income

Change in fair value of investment property

Selling and distribution expenses
Administrative expenses

Profit from operations

Finance costs

Profit before taxation from
continuing operations

Income tax

Profit for the year from continuing operations
Discontinued operations

Profit for the year from discontinued operations

Profit for the year

Other comprehensive income,
net of income tax
Exchange differences on translation of
financial statements of overseas subsidiaries
Change in fair value of available-for-sale
investments

Other comprehensive income for the year,
net of income tax

TOTAL COMPREHENSIVE INCOME
FOR THE YEAR

ANNUAL REPORT 2011

For the year ended 31 December 2011

2011 2010

Notes HK$’000 HK$'000
3 382,127 217,022
(197,862) (156,800)

184,265 60,222

3 39,625 32,598
3 9,463 49,958
15 - 8,066
(77,775) (73,054)
(69,689) (44,683)

85,889 33,107
6 (1,018) (1,550)
5 84,871 31,557
8(a) (25,496) (4,565)
59,375 26,992

9 - 5,154
59,375 32,146

18,438 8,571
(5,041) (6,724)

13,397 1,847

72,772 33,993
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For the year ended 31 December 2011

2011 2010
Notes HK$000 HK$'000
Profit for the year attributable to:
Owners of the Company 57,302 25,355
Non-controlling interests 2,073 6,791
59,375 32,146
Total comprehensive income attributable to:
Owners of the Company 70,430 26,270
Non-controlling interests 2,342 7,723
72,772 33,993
Earnings per share (in HK cent) 12
From continuing and discontinued operations
— Basic HK2.373 cents HK1.469 cents
— Diluted HK2.367 cents HK1.459 cents
From continuing operations
— Basic HK2.373 cents HK1.553 cents
— Diluted HK2.367 cents HK1.542 cents

The notes on pages 41 to 133 form an integral part of these financial statements.



Non-current assets
Property, plant and equipment
Investment property
Intangible assets
Goodwill
Available-for-sale investments

Current assets

Inventories

Accounts receivable

Interests receivable

Short-term loans receivable

Financial assets at fair value through
profit or loss

Other receivables, deposits and prepayments

Security deposits

Tax recoverable

Cash and cash equivalents

Asset classified as held-for-sale

Current liabilities
Tax payable
Accounts payable
Other payables, deposits received and accruals
Deferred income
Short term bank loans — secured
Short term bank loans — unsecured
Liabilities arising from loan guarantee contracts

Net current assets
Total assets less current liabilities
Non-current liabilities

Long-term bank loans — secured
Deferred tax liabilities

NET ASSETS

Notes

13
15
16
18
19

25
20
21
22

24
26
23
8(c)
28

41

8(c)
29
30
33
32
32
31

32
34
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As at 31 December 2011

2011 2010
HK$'000 HK$'000
11,368 3,624

- 73,959

385 403
622,703 -
65,348 48,495
699,804 126,481
20,777 35,581
8,012 1,143
6,283 -
809,596 186,209
3,898 35,558
38,610 160,814
18,503 -
268 -
187,239 339,954
1,093,186 759,259
73,959 -
1,167,145 759,259
35,011 1,510
45,605 54,365
143,569 9,440
16,275 -
49,175 4,650

- 21,153

1,851 -
291,486 91,118
875,659 668,141
1,575,463 794,622
- 16,277

8,185 4,203
8,185 20,480
1,567,278 774,142
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As at 31 December 2011

Notes
EQUITY
Share capital 35
Reserves 37
TOTAL EQUITY ATTRIBUTABLE TO OWNERS OF
THE COMPANY
Non-controlling interests 37

TOTAL EQUITY

Approved and authorised for issue by the board of directors on 28 March 2012.

On behalf of the board

Cheung Siu Lam Chan Yuk Ming
Director Director

The notes on pages 41 to 133 form an integral part of these financial statements.

2011 2010
HK$'000 HK$'000
299,700 174,600

1,236,648 591,229
1,536,348 765,829

30,930 8,313
1,567,278 774,142
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As at 31 December 2011

2011 2010
Notes HK$'000 HK$'000
Non-current assets
Property, plant and equipment 13 91 391
Interests in subsidiaries 17 14,269 33,519
14,360 33,910
Current assets
Other receivables, deposits and prepayments 26 2,095 2,286
Amounts due from subsidiaries 27 1,308,849 576,417
Cash and cash equivalents 28 24,599 142,676
1,335,543 721,379
Current liabilities
Other payables, deposits received and accruals 30 13,325 571
Amounts due to subsidiaries 27 27,755 190,639
41,080 191,210
Net current assets 1,294,463 530,169
Total assets less current liabilities 1,308,823 564,079
NET ASSETS 1,308,823 564,079
EQUITY
Equity attributable to owners of the Company
Share capital 35 299,700 174,600
Reserves 37 1,009,123 389,479
1,308,823 564,079
TOTAL EQUITY 1,308,823 564,079

Approved and authorised for issue by the board of directors on 28 March 2012.

On behalf of the board

Cheung Siu Lam Chan Yuk Ming
Director Director

The notes on pages 41 to 133 form an integral part of these financial statements.
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For the year ended 31

At 1 January 2010

Exchange adjustment
Profit for the year
Fair value adjustment for financial assets

Total comprehensive income

Shares issued under share option scheme

Decrease in non-controlling interests arising
on disposal of interest in a subsidiary
(note 39)

Decrease in exchange fluctuation reserve
arising on disposal of interest in a
subsidiary (note 39)

Decrease in statutory surplus reserve arising
on disposal of interest in a subsidiary
(note 39)

Equity settled share-based transactions

At 31 December 2010 and 1 January 2011
Exchange adjustment

Profit for the year

Fair value adjustment for financial assets
Transfer to reserve

Total comprehensive income

Share issued through acquisition of
subsidiaries

Increase in non-controlling interests arising
on acquisition of subsidiaries

Equity settled share-based transactions

Application of white wash wavier

Pre-acquisition dividend

As 31 December 2011

December 2011

Other
comprehensive income
Share-based Exchange Fair Statutory Attributable to Non-
Share Share  compensation fluctuation value surplus Retained owners of controlling

capital premium reserve reserve reserve reserve eamings  the Company interests Total
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000
172,590 287,362 16,914 1,192 9,014 1,104 238,657 736,833 104,216 841,049
- - - 7639 - - - 7639 932 8,571

- - - - - - 25,355 25,355 6,791 32,146

- - - - (6,724) - - (6,724) - (6,724)

- - - 7,639 (6,724) - 25,355 26,270 7723 33,993
2,010 3,125 (2,369) - - - - 2,766 - 2,766
- - - - - - - - (103,626) (103,626)

- - - (7,335 - - - (7,335 - (7,335

- - - - - (493) - (493) - (493)

- - 7,788 - - - - 7,788 - 7,788
174,600 290,487 22,333 11,49 2,29 611 264,012 765,829 8313 774,142
- - - 18,169 - - - 18,169 269 18,438

- - - - - - 57,302 57,302 2,073 59,375

- - - - (5,041) - - (5,041) - (5,041)

- - - - - 8,576 (8,576) - - -

- - - 18,169 (5,041) 8,576 48,726 70,430 2342 72,172
125,000 574,980 - - - - - 699,980 - 699,980
- - - - - - - - 20,153 20,153

100 475 (216) - - - - 359 - 359

- (250) - - - - - (250) - (250)

- - - - - - = - 122 122
299,700 865,692 0117 29,665 (2,751) 9,187 312,738 1,536,348 30,930 1,567,278

an integral part of these financial statements.

The notes on pages 41 to 133 form



Operating activities
Profit for the year
Adjustments for
Income tax expense recognised in profit or loss
Depreciation of property, plant and equipment
Gain on disposal of property,
plant and equipment
Gain on disposal of available-for-sale
investments
Written off of property, plant and equipment
Impairment loss on short-term loans receivable
Interest income
Finance costs
Share-based payment expenses
Dividend income from listed investments
Loss on disposal of subsidiaries
Amortisation of intangible assets
Change in fair value of investment property

Changes in working capital

Increase in short-term loans receivable
Decrease in inventories
Decrease in accounts receivable
Increase in interests receivable
Increase in deferred income
Decrease/(increase) in other receivables,
deposits and prepayments
(Decrease)/increase in accounts payable
Increase in other payables,
deposits received and accruals
Increase in liabilities arising from loan
guarantee contracts
Increase in security deposits
Decrease/(increase) in financial assets at fair
value through profit or loss

Cash used in operations

Taxation paid
— PRC enterprise income tax

Net cash used in operating activities

Notes

8(a)
13

22

39
16
15
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For the year ended 31 December 2011

2011 2010
HK$'000 HK$'000
59,375 32,146
25,496 6,843
760 20,888

- (168)
(3,191) (9,864)
202 -
1,535 -
(1,415) (1,951)
1,018 4,223

- 7,788

(939) (560)

- 8,080

18 4,407

- (8,066)
82,859 63,766
(564,983) (103,172)
14,804 75,312
4,783 42,612
(5.428) -
15,886 -
174,193 (178,837)
(8,894) 7,815
77,774 33,237
1,376 -
(18,503) -
31,660 (32,935)
(277,332) (155,968)
(9.295) (4,395)
(203,768) (96,597)
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For the year ended 31 December 2011

Notes

Investing activities
Purchase of property, plant and equipment 13
Purchase of available-for-sale investments
Proceeds from sale of available-for-sale
investments
Proceeds on disposal of subsidiaries,
net of cash disposed
Interest received
Proceeds from issue of shares
Dividend received from listed investment
Acquisition of subsidiaries, net of cash acquired 40
Proceeds on disposal of property,
plant and equipment
Contribution from minority shareholders

Net cash inflow/(outflow)
from investing activities

Financing activities
Interest paid
Proceeds from new bank loans
Repayment of bank loans

Net cash inflow/(outflow) from
financing activities

Decrease in cash and cash equivalents
Effect of foreign exchange rate changes

Cash and cash equivalents at beginning of
the year

Cash and cash equivalents at end of the year 28

The notes on pages 41 to 133 form an integral part of these financial statements.

2011 2010
HK$'000 HK$'000
(8,461) (26,012)
(30,925) (42,304)
12,221 35,314
- (117,766)

1,415 1,951
89 2,766

939 560
45,453 -
- 1,721

5,844 -
26,575 (143,770)
(1,018) (4,223)
12,152 21,153
(5,057) (94,947)
6,077 (78,017)
(171,116) (318,384)
18,401 8,476
339,954 649,862
187,239 339,954
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For the year ended 31 December 2011

The principal activity of the Company is investment holding. The principal activities of the
Company’s subsidiaries are set out in note 17 to the financial statements.

The Company is a limited liability company incorporated in Hong Kong. The address of its
registered office is Suite 5606, 56th Floor, Central Plaza, 18 Harbour Road, Wanchai, Hong
Kong.

These financial statements have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs"), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs"”) and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited. A summary of
the significant accounting policies adopted by the Company and its subsidiaries (the
“Group”) are set out below.

The HKICPA has issued certain new and revised HKFRSs which are first effective or
available for early adoption for the current accounting period of the Group and the
Company. Note 2(b) provides information on any changes in accounting policies resulting
from initial applications of these developments to the extent that they are relevant
to the Group for the current and prior accounting periods reflected in these financial
statements.

The consolidated financial statements for the year ended 31 December 2011 comprise
the Company and its subsidiaries.

Items included in the financial statements of each entity in the Group are measured using
the currency that best reflects the economic substance of the underlying events and
circumstances relevant to the entity. These financial statements are presented in Hong
Kong dollars ("HKD"), rounded to the nearest thousand except for per share data. Hong
Kong dollar is the Company’s functional and presentation currency.
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For the year ended 31 December 2011

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

— investment property (see note 2(w)),

—  financial instruments classified as available-for-sale or as financial assets at fair value
through profit or loss (see note 2(k)).

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

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

Judgements made by management in the application of HKFRSs that have significant
effect on the financial statements and major sources of estimation uncertainty are
discussed in note 46.

Application of new and revised HKFRSs

In the current year, the Group has applied the following new and revised HKFRSs issued
by the HKICPA.

Amendments to HKFRSs Improvements to HKFRSs issued in 2010

HKAS 24 (as revised in 2009) Related Party Disclosures

Amendments to HKAS 32 Classification of Rights Issues

Amendments to HK(IFRIC) — Int 14 Prepayments of a Minimum Funding Requirement
HK(IFRIC) — Int 19 Extinguishing Financial Liabilities

with Equity Instruments

Except as described below, the application of the new and revised HKFRSs in the current
year has had no material effect on the Group's financial performance and positions
for the current and prior accounting periods and/or on the disclosures set out in these
financial statements.
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HKAS 24 Related Party Disclosures (as revised in 2009)

HKAS 24 (as revised in 2009) has been revised on the following two aspects: (a) HKAS
24 (as revised in 2009) has changed the definition of a related party and (b) HKAS 24
(as revised in 2009) introduces a partial exemption from the disclosure requirements for
government-related entities.

The Company and its subsidiaries are not government-related entities. The application
of the revised definition of related party set out in HKAS 24 (as revised in 2009) in
the current year has not resulted in the identification of related parties that were not
identified as related parties under the previous Standard. The related party disclosures set
out in note 44 are not required to be changed as a result of the application of the revised
Standard.

New/revised HKFRSs not adopted
Up to the date of issue of these financial statements, the HKICPA has issued the following
new and revised Standards, Amendments and Interpretations which are not yet effective

for the year ended 31 December 2011.

The Group has not early applied any of the following new and revised Standards,
Amendments or Interpretations that have been issued but are not yet effective.
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For the year ended 31 December 2011

Possible impact of new and revised Standards, Amendments or Interpretations issued but
not yet effective for the year ended 31 December 2011

Amendments to HKFRS 7

HKFRS 9

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS 13

Amendments to HKAS 1
Amendments to HKAS 12
HKAS 19 (as revised in 2011)
HKAS 27 (as revised in 2011)
HKAS 28 (as revised in 2011)
Amendments to HKAS 32
HK(IFRIC) — Int 20

o LA W N~

Disclosures — Transfers of Financial Assets’

Disclosures — Offsetting Financial Assets and
Financial Liabilities?

Mandatory Effective Date of HKFRS 9 and Transition
Disclosures’

Financial Instruments®

Consolidated Financial Statements?

Joint Arrangements?

Disclosure of Interests in Other Entities?

Fair Value Measurement?

Presentation of Items of Other Comprehensive Income®

Deferred Tax — Recovery of Underlying Assets?

Employee Benefits?

Separate Financial Statements?

Investments in Associates and Joint Ventures?

Offsetting Financial Assets and Financial Liabilities®

Stripping Costs in the Production Phase of
a Surface Mine?

Effective for annual periods beginning on or after 1 July 2011.
Effective for annual periods beginning on or after 1 January 2013.
Effective for annual periods beginning on or after 1 January 2015.
Effective for annual periods beginning on or after 1 January 2012.
Effective for annual periods beginning on or after 1 July 2012.
Effective for annual periods beginning on or after 1 January 2014.

The Group is in the process of making an assessment of what the impact of these new
and revised HKFRSs is expected to be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to have a significant impact on the
Group’s results of operations and financial position.



ANNUAL REPORT 2011

For the year ended 31 December 2011

The consolidated financial statements include the financial statements of the Company
and all of its subsidiaries made up to 31 December. The results of subsidiaries acquired or
disposed of during the year are included in the consolidated statement of comprehensive
income from the effective date of acquisition or up to the effective date of disposal, as
appropriate.

All material inter-company transactions and balances within the Group are eliminated on
consolidation.

The gain or loss on the disposal of a subsidiary represents the difference between the
sales proceeds and the Group’s share of its net assets together with any goodwill or
capital reserve which was not previously charged or recognised in the consolidated
statement of comprehensive income.

Non-controlling interests represent the interests of outside shareholders in the operating
results and net assets of subsidiaries.

Subsidiaries are entities controlled by the Group. Control exists when the Group has the
power to govern the financial and operating policies of an entity so as to obtain benefits
from its activities. In assessing control, potential voting rights that presently exercisable
are taken into account.

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

Non-controlling interests represent the equity in a subsidiary not attributable directly
or indirectly to the Company, and in respect of which the Group has not agreed any
additional terms with the holders of those interests which would result in the Group
as a whole having a contractual obligation in respect of those interests that meets the
definition of a financial liability.
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For the year ended 31 December 2011

Non-controlling interests are presented in the consolidated statement of financial
position within equity, separately from equity attributable to the equity shareholders
of the Company. Non-controlling interests in the results of the Group are presented on
the face of the consolidated statement of comprehensive income as an allocation of the
total profit or loss and total comprehensive income for the year between non-controlling
interests and the owners of the Company. Total comprehensive income of subsidiaries is
attributed to the owners of the Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance (effective from 1 January
2010 onwards). Loans from holders of non-controlling interests and other contractual
obligations towards these holders are presented as financial liabilities in the consolidated
statement of financial position in accordance with notes 2(i), (j), (u) or (x) depending on
the nature of the liability.

Changes in the Group’s ownership interests in existing subsidiaries

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

When the Group losses control of a subsidiary, it is accounted for as a disposal of the
entire interest in that subsidiary, with a resulting gain or loss being recognised in profit
or loss. Any interest retained in that former subsidiary at the date when control is lost is
recognised at fair value and this amount is regarded as the fair value on initial recognition
of a financial asset (see note 2(k)).

In the Company's statement of financial position, an investment in a subsidiary is stated
at cost less impairment losses (see note 2(i)), unless the investment is classified as held for
sale (or included in a disposal group that is classified as held for sale).
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Acquisitions of businesses are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of the assets transferred by the
Group, liabilities incurred 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. Acquisition
related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are
recognised at their acquisition-date fair values, except that:

— a deferred tax asset or liability arising from the assets acquired and liabilities
assumed in a business combination and the potential tax effects of temporary
differences and carry forwards of an acquiree that exist at the acquisition date or
arise as a result of the acquisition are recognised and measured in accordance with
HKAS 12 Income Tax;

— assets or liabilities relating to employee benefit arrangements are recognised and
measured in accordance with HKAS 19 Employee Benefits;

— liabilities or equity instruments relating to share-based payment arrangements of the
acquiree or share-based payment arrangements of the Group entered into to replace
share-based payment arrangements of the acquiree and measured and measured
in accordance with HKFRS 2 Share-based Payment at the acquisition date (see the
accounting policy below); and

— assets (or disposal groups) that are classified as held for sale in accordance with
HKFRS 5 Non-current Assets Held for Sale and Discontinued Operations are
measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the
amount of any non-controlling interests in the acquiree, and the fair value of the
acquirer's previously held equity interest in the acquiree (if any) over the net of the
acquisition-date amounts of the identifiable assets acquired and the liabilities assumed.
If, after re-assessment, the net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the consideration transferred,
the amount of any non-controlling interests in the acquiree and the fair value of the
acquirer's previously held interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.
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For the year ended 31 December 2011

Non-controlling interests that are present ownership interests and entitle their holders
to a proportionate share of the entity's net assets in the event of liquidation may be
initially measured either at fair value or at the non-controlling interests' proportionate
share of the recognised amounts of the acquiree's identifiable net assets. The choice of
measurement basis is made on a transaction-by-transaction basis. Other types of non-
controlling interests are measured at their fair value or, when applicable, on the basis
specified in another HKFRS.

Where the consideration transferred by the Group in a business combination includes
assets or liabilities resulting from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and included as part of the
consideration transferred in a business combination. Changes in the fair value of the
contingent consideration that qualify as measurement period adjustments are adjusted
retrospectively, with the corresponding adjustments being made against goodwill.
Measurement period adjustments are adjustments that arise from additional information
obtained during the “measurement period” (which cannot exceed one year from the
acquisition date) about facts and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration
that do not qualify as measurement period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is classified as equity is not
remeasured at subsequent reporting dates and its subsequent settlement is accounted
for within equity. Contingent consideration that is classified as an asset or a liability
is remeasured at subsequent reporting dates in accordance with HKAS 39 Financial
Instruments: Recognition and Measurement, or HKAS 37 Provisions, Contingent Liabilities
and Contingent Assets, as appropriate, with the corresponding gain or loss being
recognised in profit or loss.

When a business combination is achieved in stages, the Group's previously held equity
interest in the acquiree is remeasured to fair value at the acquisition date (i.e. the date
when the Group obtains control), and the resulting gain or loss, if any, is recognised in
profit or loss. Amounts arising from interests in the acquiree prior to the acquisition date
that have previously been recognised in other comprehensive income are reclassified to
profit or loss where such treatment would be appropriate if that interest were disposed
of.
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If the initial accounting for a business combination is incomplete by the end of the
reporting period in which the combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those provisional amounts are
adjusted during the measurement period (see above), or additional assets or liabilities
are recognised, to reflect new information obtained about facts and circumstances
that existed at the acquisition date that, if known, would have affected the amounts
recognised at that date.

The policy described above is applied into all business combinations that take place on or
after January 2010.

Goodwill arising on an acquisition of a business is carried at cost as established at the
date or acquisition of the business (see the accounting policy above) less accumulated
impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to each of the Group’s cash-
generating unit, or groups of cash generating units, that is expected to benefit from the
synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment
annually, or more frequently whenever there is indication that the unit may be impaired.
If same or all of the goodwill allocated to a cash-generating unit was acquired in a
business combination during the current annual period, that unit shall be tested for
impairment before the end of the current annual period. If the recoverable amount of the
cash-generating unit is less than the carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and
then to the other assets of the unit on a pro rata basis based on the carrying amount of
each asset in the unit. Any impairment loss for goodwill is recognised directly in profit
or loss in the consolidated statement of comprehensive income. An impairment loss
recognised for goodwill is not reversed in subsequent periods.

On disposal of a cash generating unit during the year, any attributable amount of
purchased goodwill is included in the calculation of the profit or loss on disposal.
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Intangible assets with finite useful lives acquired by the Group are stated in the
consolidated statement of financial position at cost less accumulated amortisation and
impairment losses (see note 2(i)). Expenditure on internally generated goodwill and
brands is recognised as an expense in the period in which it is incurred.

Expenditure on advertising and promotional activities is recognised as an expense when
the Group either has the right to access the goods or has received the service.

Amortisation of intangible assets with finite useful lives is charged to profit or loss on a
straight-line basis over the assets’ estimated useful lives. The intangible assets in respect
of trademarks with finite useful lives are amortised from the date they are available for
use and their estimated useful lives of 25 years.

Gains or losses arising from derecognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and
are recognised in profit or loss in the period when the asset is derecognised.

Property, plant and equipment are stated in the statement of financial position at cost less
accumulated depreciation and impairment losses (see note 2(i)).

Historical cost includes expenditure that is directly attributable to the acquisition of the
items. Cost may also include transfers from equity of any gains/losses on qualifying cash
flow hedges of foreign currency purchases of property, plant and equipment.

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

An asset’s carrying amount is written down immediately to its recoverable amount if the
asset’s carrying amount is greater than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an item of property, plant
and equipment are determined as the difference between the net proceeds on disposal
and the carrying amount of the item and are recognised in profit or loss on the date of
retirement or disposal.
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Subsequent expenditure relating to property, plant and equipment that has already been
recognised is added to the carrying amount of the asset when it is probable that future
economic benefits, in excess of the originally assessed standard of performance of the
existing asset, will flow to the enterprise. All other subsequent expenditure is recognised
as an expense in the period in which it is incurred.

Depreciation is calculated to write off the cost of items of property, plant and equipment,
less their estimated residual value, if any, using the straight line method over their
estimated useful lives as follows:

—  buildings situated on leasehold land are depreciated on a straight-line basis over
the shorter of the unexpired term of lease and their estimated useful lives, being no
more than 50 years after the date of completion;

—  other property, plant and equipment are depreciated on a straight-line method over
their estimated useful lives as follows:

Leasehold improvements 5 years or over the remaining term of the lease,
if shorter

Furniture and equipment 5 to 8 years

Motor vehicles 5 years

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

Investments in equity securities other than current and non-current receivables that
are stated at cost or amortised cost or are classified as available-for-sale equity
securities are reviewed at the end of each reporting period to determine whether
there is objective evidence of impairment. Objective evidence of impairment includes
observable data that comes to the attention of the Group about one or more of the
following loss events:

significant financial difficulty of the debtor;

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

it becoming probable that the debtor will enter bankruptcy or other financial
reorganisation;

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

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

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

For investments in subsidiaries and associate (including those recognised
using the equity method the impairment loss is measured by comparing the
recoverable amount of the investment with its carrying amount in accordance
with note 2(i)(ii). The impairment loss is reversed if there has been a favourable
change in the estimates used to determine the recoverable amount in
accordance with note 2(i)(ii).

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

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

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

—  For available-for-sale equity securities which are stated at fair value, when a
decline in the fair value has been recognised in other comprehensive income
and there is objective evidence that the asset is impaired, the cumulative loss
that had been recognised in other comprehensive income shall be reclassified
from equity to profit or loss as a reclassification adjustment even though the
financial asset has not been derecognised. The amount of the cumulative loss
that is recognised in profit or loss is the difference between the acquisition cost
(net of any principal repayment and amortisation) and current fair value, less
any impairment loss on that asset previously recognised in profit or loss.

Impairment losses recognised in profit or loss in respect of available-for-sale equity
securities are not reversed through profit or loss. Any subsequent increase in the fair
value of such assets is recognised in other comprehensive income.

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

Impairment of other assets

Internal and external sources of information are reviewed at the end of each
reporting period to identify indications that the following assets may be impaired or,
except in the case of goodwill an impairment loss previously recognised no longer
exists or may have decreased:

property, plant and equipment;
prepaid lease payments;
intangible assets; and

goodwill.

If any such indication exists, the asset’s recoverable amount is estimated. In addition,
for goodwill, intangible assets that are not yet available for use and intangible
assets that have indefinite useful lives, the recoverable amount is estimated annually
whether or not there is any indication of impairment.

Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to
sell and its value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks
specific to the asset. Where an asset does not generate cash inflows largely
independent of those from other assets, the recoverable amount is determined
for the smallest group of assets that generates cash inflows independently (i.e.
a cash-generating unit).

Recognition of impairment losses

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



i)

/i)

ANNUAL REPORT 2011

For the year ended 31 December 2011

Impairment of other assets (continued)
—  Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if
there has been a favourable change in the estimates used to determine the
recoverable amount. An impairment loss in respect of goodwill is not reversed.

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

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited, the Group is required to prepare an interim financial report
in compliance with HKAS 34, Interim Financial Reporting, in respect of the first six
months of the financial year. At the end of the interim period, the Group applies the
same impairment testing, recognition, and reversal criteria as it would at the end of
the financial year (see note 2(i)).

Impairment losses recognised in an interim period in respect of goodwill and
available-for-sale equity securities carried at cost are not reversed in a subsequent
period. This is the case even if no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of the financial year to which the
interim period relates.
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i)

Financial guarantees issued

A loan guarantee contract is a contract that requires the issuer to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails
to make payment when due in accordance with the original or modified terms of a
debt instrument. A loan guarantee contract issued by the Group and not designated
as at fair value through profit or loss is recognised initially at its fair value less
transaction costs that are directly attributable to the issue of the loan guarantee
contract. Subsequent to initial recognition, the Group measures the loan guarantee
contract at the higher of: (i) the amount determined in accordance with HKAS
37 Provisions, Contingent Liabilities and Contingent Assets, and (ii) the amount
initially recognised less, when appropriate, cumulative amortisation recognised in
accordance with HKAS 18 Revenue.

Undue liability provision is recognised at 50% of the guarantee income in the year it
is generated.

Guarantee compensation provision is recognised at 1% of the year-end balance of
the guarantee liability in the year it arisen.

Other provisions and contingent liabilities

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

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is disclosed as a contingent
liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.
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The Group classified its investments in securities in the following categories: available-
for-sale financial assets, financial assets at fair value through profit or loss, and loans and
receivables. The classification depends on the purpose for which the investments were
acquired.

i)

1)

Available-for-sale investments

Available-for-sale investments are initially recognised at fair value plus transaction
costs. At the end of each reporting period the fair value is remeasured, with any
resultant gain or loss being recognised directly in equity. Dividend income from these
investments is recognised in profit or loss in accordance with the policy set out in
note 2(m)(v) and, where these investments are interest-bearing, interest calculated
using the effective interest method is recognised in profit or loss as set out in note
2(m)(vi). When these investments are derecognised, the cumulative gain or loss
previously recognised directly in equity is recognised in profit or loss.

For available-for-sale investments that do not have a quoted market price in an
active market and whose fair value cannot be reliably measured and derivatives that
are linked to and must be settled by delivery of such unquoted equity instruments,
they are measured at cost less any identified impairment losses at the end of each
reporting period subsequent to initial recognition. An impairment loss is recognised
in profit or loss when there is objective evidence that the asset is impaired. The
amount of the impairment loss is measured as the difference between the carrying
amount of the asset and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar investments. Such
impairment losses will not reverse in subsequent period.

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

Financial assets at fair value through profit or loss

This category has two sub-categories: financial assets held for trading, and those
designated at fair value through profit or loss at inception. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short
term or if so designated by management. Assets in this category are classified as
current assets if they are either held for trading or are expected to be realised within
12 months of the end of the reporting period. Financial assets at fair value through
profit or loss are carried at fair value, realised and unrealised gains and losses arising
from changes in the fair value of these investments are included in the profit or loss
in the period in which they arise.
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iif)  Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are carried at
amortised cost using the effective interest method. Gains or losses are recognised
in the statement of comprehensive income when the loans and receivables are
derecognised or impaired, as well as through the amortisation process. They
arise when the Group provides money or services directly to a debtor or a related
company with no intention of trading the receivable. They are included in current
assets, except for maturities greater than 12 months after the end of reporting
period. These are classified as non-current assets.

Reclassification of financial assets, other than as set out below, or of financial
liabilities between categories are not permitted following their initial recognition.

Held for trading non-derivative financial assets can only be transferred out of the
held at fair value through profit or loss category in the following circumstances:
to the available-for-sale category, where, in rare circumstances, they are no longer
held for the purpose of selling or repurchasing in the near term; or to the loan and
receivables category, where they are no longer held for the purpose of selling or
repurchasing in the near term and they would have met the definition of a loan and
receivable at the date of reclassification and the Group has the intent and ability to
hold the assets for the foreseeable future or until maturity.

Financial assets can only be transferred out of the available-for-sale category to the
loan and receivables category, where they would have met the definition of a loan
and receivable at the date of reclassification and the Group has the intent and ability
to hold the assets for the foreseeable future or until maturity.

Financial assets are reclassified at their fair value on the date of reclassification.
For financial assets reclassified out the available-for-sale category into loans and
receivables, any gain or loss on those assets recognised in shareholders’ equity prior
to the date of reclassification is amortised to the profit or loss over the remaining life
of the financial assets, using the effective interest method.
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Non-current assets and disposal groups are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when the sale is highly probable
and the non-current asset (or disposal group) is available for immediate sale in its present
condition. Management must be committed to the sale, which should be expected to
qualify for recognition as a completed sale within one year from the date of classification.

When the Group is committed to a sale plan involving loss of control of a subsidiary, all of
the assets and liabilities of that subsidiary are classified as held for sale when the criteria
described above are met, regardless of whether the Group will retain a non-controlling
interest in its former subsidiary after the sale.

Non-current assets (and disposal groups) classified as held for sale are measured at the
lower of their previous carrying amount and fair value less costs to sell.

Revenue is measured at the fair value of the consideration received or receivable. Provided
it is probable that the economic benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue is recognised in profit or loss as
follows:

i) Sale of goods
Revenue from the sale of merchandise is recognised on the transfer of risks
and rewards of ownership, which generally coincides with the time when the

merchandise are delivered to customers and title has passed.

/i) Promotion and store display income, income from leasing of merchandise storage
space are recognised according to contract terms and as services are provided.
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i,

v)

v)

Vi)

Revenue from short-term financing services

— Interest income from a financial asset is recognised when it is probable that the
economic benefits will flow to the Group and the amount of revenue can be
measured reliably. Interest income from a financial assets is accrued on a time
basis, by reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated future
cash receipts through the expected life of the financial assets to that asset’s net
carrying amount on initial recognition.

—  Loan guarantee service income, consists of guarantee fee and related service
income and is recognised in profit or loss on a straight-line basis over the
guarantee period.

—  Financing consultancy service income, which is collected from the customer at
the inception of pawn loan and other short-term loan, is recognised when the
services are rendered.

Rental income from operating leases

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

Dividends

Dividend income from unlisted investments is recognised when the shareholder’s
right to receive payment is established. Dividend income from listed investments is
recognised when the share price of the investment goes ex-dividend.

Other interest income

Other interest income is recognised as it accrues using the effective interest method.
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vii) Government grants

Government grants are recognised in the statement of financial position initially
when there is reasonable assurance that they will be received and that the Group
will comply with the conditions attaching to them. Government grants shall be
recognised as income over the periods necessary to match them with the related
costs which they are intended to compensate, on a systematic basis. Grants that
compensate the Group for the cost of an asset are deducted in arriving at the
carrying amount of the asset and consequently are recognised as income over the
life of a depreciable asset by way of a reduced depreciation charge.

viii) Sale of trading securities

Revenue on sale of trading securities is recognised on a trade date basis when the
relevant transactions are executed.

Accounts and other receivables are initially recognised at fair value and thereafter stated
at amortised cost using the effective interest method less allowance for impairment of
doubtful debts, except where the receivables are interest-free loans made to related
parties without any fixed repayment terms or the effect of discounting would be
immaterial. In such cases, the receivables are stated at cost less allowance for impairment
of doubtful debts (see note 2(i)).

Short-term loans receivable secured by the pledge of personal property are recognised
initially at fair value and subsequently measured at amortised cost using the effective
interest method. A typical short-term loan has a term of one to twelve months. If the loan
is not repaid, the loan principal becomes the cost of the forfeited collateral, which is held
for sale.

Accounts and other payables are initially recognised at fair value and thereafter stated at
amortised cost unless the effect of discounting would be immaterial, in which case they
are stated at cost.
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Functional and presentation currency

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

Transactions and balances

Foreign currency transactions during the year are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit or loss, except those arising
from foreign currency borrowings used to hedge a net investment in a foreign operation
which are recognised in other comprehensive income.

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

The results of foreign operations are translated into Hong Kong dollars at the exchange
rates approximating the foreign exchange rates ruling at the dates of the transactions.
Statement of financial position items, including goodwill arising on consolidation of
foreign operations acquired on or after 30 January 2008, are translated into Hong
Kong dollars at the closing foreign exchange rates at the end of the reporting period.
The resulting exchange differences are recognised in other comprehensive income
and accumulated separately in equity in the exchange reserve. Goodwill arising on
consolidation of a foreign operation acquired before 30 January 2008 is translated at the
foreign exchange rate that applied at the date of acquisition of foreign operation.

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a
foreign operation, or a disposal involving loss of control over a subsidiary that includes
a foreign operation, or a disposal involving loss of significant influence over an associate
that includes a foreign operation), all of the exchange differences accumulated in equity
in respect of that operation attributable to the owners of the Company are reclassified to
profit or loss.

In the case of a partial disposal of a subsidiary that does not result in the Group losing
control over the subsidiary, the proportionate share of accumulated exchange differences
are re-attributed to non-controlling interests and are not recognised in profit or loss.
For all other partial disposals (i.e. partial disposals of associates that do not result in the
Group losing significant influence), the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.
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The Group operates a defined contribution mandatory provident fund retirement benefits
scheme (the “Hong Kong Scheme”) under the Mandatory Provident Fund Scheme
Ordinance, for those employees who are eligible to participate in the Hong Kong Scheme.
The Hong Kong Scheme became effective on 1 December 2000. Contributions are made
based on a percentage of the employees’ basic salaries and are charged to the statement
of comprehensive income as they become payable in accordance with the rules of the
Hong Kong Scheme. The assets of the Hong Kong 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 Hong Kong Scheme.

For the Group’s PRC operations participate in defined contribution retirement plans
managed by the local municipal government in the locations in which it operates. The
relevant authorities of the local municipal government in the PRC is responsible for the
retirement benefit obligations payable to the Group’s retired employees. The Group has
no obligation for payment of retirement benefits beyond the annual contribution. The
contribution payable is charged as an expense to profit or loss as and when incurred.

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

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

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

When inventories are sold, the carrying amount of those inventories is recognised as
an expense in the period in which the related revenue is recognised. The amount of
any write-down of inventories to net realisable value and all losses of inventories are
recognised as an expense in the period the write-down or loss occurs. The amount of any
reversal of any write-down of inventories is recognised as a reduction in the amount of
inventories recognised as an expense in the period in which the reversal occurs.
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Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions, and short-term, highly liquid investments that are
readily convertible into known amounts of cash and which are subject to an insignificant
risk of changes in value, having been within three months of maturity at acquisition.
Bank overdrafts that are repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash and cash equivalents for the
purpose of the consolidated statement of cash flows.

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

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

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities
for financial reporting purposes and their tax bases. Deferred tax assets also arise from
unused tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax
assets to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future taxable profits that may support
the recognition of deferred tax assets arising from deductible temporary differences
include those that will arise from the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation authority and the same taxable
entity, and are expected to reverse either in the same period as the expected reversal of
the deductible temporary difference or in periods into which a tax loss arising from the
deferred tax asset can be carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences support the recognition of
deferred tax assets arising from unused tax losses and credits, that is, those differences
are taken into account if they relate to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods, in which the tax loss or credit
can be utilised.
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The limited exceptions to recognition of deferred tax assets and liabilities are those
temporary differences arising from goodwill not deductible for tax purposes, the initial
recognition of assets or liabilities that affect neither accounting nor taxable profit
(provided they are not part of a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the case of taxable differences, the
Group controls the timing of the reversal and it is probable that the differences will not
reverse in the foreseeable future, or in the case of deductible differences, unless it is
probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

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

Additional income taxes that arise from the distribution of dividends are recognised when
the liability to pay the related dividends is recognised.

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

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

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

—  the same taxable entity; or

— different taxable entities, which, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets and settle the current tax
liabilities on a net basis or realise and settle simultaneously.
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Where the Group has the use of assets under operating leases, payments made under
the leases are charged to profit or loss in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis is more representative of
the pattern of benefits to be derived from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the aggregate net lease payments made.
Contingent rentals are charged as expenses in the accounting period in which they are
incurred.

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

Investment property is property (land and/or a building — or part of a building — or both)
held (by the owner or by the lessee under a finance lease) to earn rentals or for capital
appreciation or both, rather than for:

i) use in the production or supply of goods or services or for administrative purposes;
or

i) sale in the ordinary course of business.

Land held under operating leases are classified and accounted for as investment property
when the rest of the definition of investment property is met. The operating lease is
accounted for as if it were a finance lease.

Investment property is measured initially at its cost, including related transaction costs.

After initial recognition, investment property is carried at fair value. Fair value is based
on active market prices, adjusted, if necessary, for any difference in the nature, location
or condition of the specific asset. If this information is not available, the Group uses
alternative valuation methods such as recent prices on less active markets or discounted
cash flow projections. These valuations are performed in accordance with the guidance
issued by the International Valuation Standards Committee. These valuations are reviewed
annually by external valuers. Investment property that is being redeveloped for continuing
use as investment property, or for which the market has become less active, continues to
be measured at fair value.

The fair value of investment property reflects, among other things, rental income from
current leases and assumptions about rental income from future leases in the light of
current market conditions.
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The fair value also reflects, on a similar basis, any cash outflows that could be expected
in respect of the property. Some of those outflows are recognised as a liability, including
finance lease liabilities in respect of land classified as investment property; others,
including contingent rent payments, are not recognised in the financial statements.

Subsequent expenditure is charged to the asset’s carrying amount only when it is
probable that future economic benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably. All other repairs and maintenance
costs are expensed in the statement of comprehensive income during the financial period
in which they are incurred. Changes in fair values are recognised in the statement of
comprehensive income.

If an investment property becomes owner-occupied, it is reclassified as property, plant
and equipment, and its fair value at the date of reclassification becomes its cost for
accounting purposes. Property that is being constructed or developed for future use as
investment property is classified as property, plant and equipment and stated at cost until
construction or development is complete, at which time it is reclassified and subsequently
accounted for as investment property.

If an item of property, plant and equipment becomes an investment property because its
use has changed, any difference resulting between the carrying amount and the fair value
of this item at the date of transfer is recognised in equity as a revaluation of property,
plant and equipment under HKAS 16. However, if a fair value gain reverses a previous
impairment loss, the gain is recognised in the statement of comprehensive income.

Investment property held for sale without redevelopment is classified within non-current
assets held for sale under HKFRS 5.

i) Short term employee benefits and contributions to defined contribution plans

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

1)

Share-based payments

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

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

Termination benefits
Termination benefits are recognised when, and only when, the Group demonstrably
commits itself to terminate employment or to provide benefits as a result of

voluntary redundancy by having a detailed formal plan which is without realistic
possibility of withdrawal.

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

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

(iii) is a member of the key management personnel of the Group or the Group's
parent.



b)
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An entity is related to the Group if any of the following conditions applies:

(i)

(i)

(iii)
(iv)

(vi)
(vii)

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

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

Both entities are joint ventures of the same third party.

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

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

The entity is controlled or jointly controlled by a person identified in (a).
A person identified in (a)(i) has significant influence over the entity or is a

member of the key management personnel of the entity (or of a parent of the
entity).

Close members of the family of a person are those family members who may be
expected to influence, or be influenced by, that person in their dealings with the
entity.

Borrowing costs that are directly attributable to the acquisition, construction or
production of an asset which necessarily takes a substantial period of time to get ready

for its intended use or sale, are capitalised as part of the cost of that asset. Other

borrowing costs are expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences
when expenditure for the asset is being incurred, borrowing costs are being incurred

and activities that are necessary to prepare the asset for its intended use or sale are in
progress. Capitalisation of borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset for its intended use or sale are
interrupted or complete.
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Interest-bearing borrowings are recognised initially at fair value less attributable
transaction costs. Subsequent to initial recognition, interest-bearing borrowings are
stated at amortised cost with any difference between cost and redemption value being
recognised in profit or loss over the period of the borrowings using the effective interest
method.

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

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

Government grants are recognised in the statement of financial position initially when
there is reasonable assurance that they will be received and that the Group will comply
with the conditions attaching to them. Grants that compensate the Group for expenses
incurred are recognised as revenue in profit or loss on a systematic basis in the same
periods in which the expenses are incurred. Grants that compensate the Group for the
cost of an asset are deducted from the carrying amount of the asset and consequently are
effectively recognised in profit or loss over the useful life of the asset by way of reduced
depreciation expense.
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A discontinued operation is a component of the Group’s business, the operations and
cash flows of which can be clearly distinguished from the rest of the Group and which
represents a separate major line of business or geographical area of operations, or is
part of a single co-ordinated plan to dispose of a separate major line of business or
geographical area of operations, or is a subsidiary acquired exclusively with a view to
resale.

Classification as a discontinued operation occurs upon disposal or when the operation
meets the criteria to be classified as held for sale, if earlier. It also occurs if the operation
is abandoned.

Where an operation is classified as discontinued, a single amount is presented on the face
of the income statement, which comprises:

—  the post-tax profit or loss of the discontinued operation; and

—  the post-tax gain or loss recognised on the measurement to fair value less costs
to sell, or on the disposal, of the assets or disposal group(s) constituting the
discontinued operation.

The principal activities of the Group are the provision of integrated short-term financing
services comprising money lending loan services, loan guarantee services and related
management and consultancy services and retail business of convenience stores.

Turnover represents the net invoiced value of goods sold, after deduction of relevant taxes
and allowances for returns and trade discounts in convenience stores, financial service income
comprising interest income, loan guarantee service income and financing consultancy service
income arising on provision of short-term financing services in short-term financing business
during the year.
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The Group's turnover, other revenue and other net income for the year arose from continuing

operations of the following activities:

Turnover
Convenience store operations
Interest income on provision of short-term
financing service
Loan guarantee service income
Financing consultancy service income

Other revenue
Bank interest income, being total interest

income on financial assets not at fair value

through profit or loss
Rental receivable from operating leases,
less direct outgoings of Nil (2010: Nil)
Dividend income from listed investments

Promotion and store display income from suppliers

Other net income

Gain on disposal of financial assets at fair value

through profit or loss

Gain on disposal of available-for-sale
investments

Exchange gain, net

Compensation (note)

Income from government subsidies

Gross rental income from sub-leasing of shop

premises
Others

Gain on disposal of property, plant and equipment

Group
2011 2010
HK$'000 HK$'000
264,450 201,515
20,166 2,570
1,099 -
96,412 12,937
382,127 217,022
1,415 451
7,751 6,284
939 560
29,520 25,303
39,625 32,598
- 2,650
3,191 9,864
- 5,236
- 22,870
- 976
3,441 3,659
2,831 4,535
- 168
9,463 49,958
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Note: On 11 August 2009, a former subsidiary within the Group, Hualian GMS Shopping Centre Company Limited,
signed a letter of intent (“LOI") with Shanghai Xin Meng Investment Company Limited (The “Vendor”) and ARC
Capital Holding Limited (The “Guarantor”) pursuant to which the Group is granted a pre-emptive right for the
possible acquisition in consideration of payment of an earnest money of RMB500 million to the Vendor. If the
formal acquisition cannot be concluded, the earnest money shall be repaid to the Group upon expiry of the
pre-emptive period together with a compensation fee at the rate of 15% per annum (subject to a minimum of
return of 8% per annum for a period of six months). On 28 January 2010, the parties of the LOI entered into a
cancellation agreement pursuant to which the LOI was terminated with effect from the date of the cancellation
agreement and none of the parties have any further obligation or liability under the LOI. The Vendor paid a
compensation fee of RMB20 million (approximately equivalent to HK$22,870,000) to the Group, according to
the terms set out in the LOI by 30 June 2010.

The Group manages its businesses by divisions, which are organized by a mixture of both
business lines (products and services) and geography. In a manner consistent with the way
in which information is reported internally to the Company’s board of directors and the
chief operating decision makers for the purposes of resource allocation and performance
assessment, the Group has presented the following reportable segments.

1. Convenience stores

2. Short-term financing services

For the purpose of assessing segment performance and allocating resources between
segments, the Company’s board of directors, the chief operating decision makers,
monitors the results, assets and liabilities attributable to each reportable segment on the
following basis:

Segment assets include all tangible, intangible assets and current assets with the
exception of interests in associates, deferred tax assets and other corporate assets.
Segment liabilities include trade and other payables attributable to the activities of the
individual segments and bank borrowings managed directly by segments.

The measure used for reporting segment profit is “adjusted EBITDA" i.e. "adjusted
earnings before interest, taxes, depreciation and amortisation”, where “interest”
is regarded as including investment income and “depreciation and amortisation” is
regarded as including impairment losses on non-current assets. To arrive at adjusted
EBITDA the Group’s earnings are further adjusted for items not specifically attributed
to individual segments, such as share of profits less losses of associates, directors’ and
auditors’ remuneration and other head office or corporate administration costs
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In addition to receiving segment information concerning adjusted EBITDA, management
is provided with segment information concerning revenue (including inter-segment sales),
interest income and expense from cash balances and borrowings managed directly by the
segments, depreciation, amortisation and impairment losses and additions to non-current
segment assets used by the segments in their operations. Inter-segment sales are priced
with reference to prices charged to external parties for similar orders or services.

The two reportable operating segments are listed as follows:
i) Convenience stores engaged in the distribution of live and fresh products, dry
products, beverages, processed food and daily necessities through the convenience

stores of the Group;

i)  Short-term financing service engaged in the provision of short-term financing, loan
guarantee and consultancy service.

The following is an analysis of the Group’s revenue and results from continuing
operations by reportable segment.

Convenience stores Short-term financing service Total
2011 2010 2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue from external
customer 264,450 201,515 97,511 12,937 361,961 214,452
Interest revenue - - 20,166 2,570 20,166 2,570
Reportable segment revenue 264,450 201,515 117,671 15,507 382,127 217,022
Reportable segment profit
before taxation 8,558 936 81,622 6,574 90,180 7,510
Interest income - 319 842 - 842 319
Promotion and store display
income from suppliers 29,520 25,303 - - 29,520 25,303
Interest expenses - - - - - -
Depreciation and amortisation - - 219 140 219 140
Income tax (2,139) (292) (22,622) (1,644) (24,761) (1,936)
Reportable segment assets 130,000 126,900 1,566,210 49,373 1,696,210 176,273

Reportable segment liabilities (85,581) (59,988) (170,808) (22,015) (256,389) (82,003)




Revenue

Reportable segments’ revenue

Consolidated revenue

Profit

Reportable segments’ profit derived form
Group’s external customers

Unallocated other revenue

Unallocated head office and corporate expenses

Consolidated profit before taxation

Assets

Reportable segments’ assets

Unallocated head office and corporate assets
Investment property

Assets classified as held-for-sale

Consolidated total assets

Liabilities

Reportable segments’ liabilities

Unallocated head office and corporate liabilities

Consolidated total liabilities
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2011 2010
HK$'000 HK$'000
382,127 217,022
382,127 217,022

90,180 7,510
14,143 36,543
(19,452) (12,496)
84,871 31,557
1,696,210 176,273
96,780 635,508

- 73,959

73,959 -
1,866,949 885,740
(256,389) (82,003)
(43,282) (29,595)
(299,671) (111,598)
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The geographical location of customers is based on the location at which the goods are
delivered and services are rendered. Substantially, all of the Group's revenue from external
customers, non-current assets and capital expenditure are located in the People’s Republic
of China ("PRC"), no analysis on revenue from external customers and non-current assets

by location are presented.

The Group has a very wide customer base, no single customer contributed more than
10% of the Group’s revenue for each of the years ended 31 December 2010 and 2011.

The Group's profit from continuing operations before taxation is arrived at after charging:

Continuing operations
Depreciation
Amortisation of intangible assets
Operating lease payments — land and buildings
Auditors’ remuneration
Written off of fixed assets
Impairment loss for short-term loans receivable
Loss on disposal of subsidiaries
Cost of inventories
Staff costs (including directors’ remuneration
— note 7):
Salaries, allowances and other benefits
Pension scheme contribution
Equity settled share-based payment expenses

2011 2010
HK$'000 HK$'000
760 731

18 18
32,592 28,248
1,008 950
202 -
1,535 -

= 8,080
197,862 156,126
46,771 39,392
5,993 5,970

- 7,788
52,764 53,150
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Group
2011 2010
HK$000 HK$'000
Continuing operations
Interest expense on bank loans, bank overdrafts
and other loans repayable within five years,
being total interest expense on financial
liabilities not at fair value through profit or loss 1,018 1,550

Directors’ remuneration disclosed pursuant to section 161 of the Hong Kong Companies
Ordinance is as follows:

The details of emoluments of every director are shown below:

Year ended 31 December 2011

Salaries,
allowances Pension
and other Share-based scheme
Fees benefits payments contribution Total

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

Executive directors

Cheung Siu Lam (Chairman) - 3,956 - 12 3,968
Chan Yuk Ming (Vice chairman) - 891 - 12 903
Tao Ye (note (a)) - 918 - - 918

Non-executive directors
Liu Hui 40 - - - 40
Lo Wan (note (b)) 18 364 - 12 394

Independent non-executive

directors
Wang Jian Sheng 40 - = - 40
Chan Chun Keung 40 = = = 40
Tsang Kwok Wai 80 = = - 80

218 6,129 - 36 6,383
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The details of emoluments of every director are shown below: (continued)

Year ended 31 December 2010

Salaries,
allowances Pension
and other  Share-based scheme
Fees benefits payments  contribution Total

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

Executive directors

Cheung Siu Lam (Chairman) - 3,512 216 12 3,740
Chan Yuk Ming (Vice chairman) - 839 432 12 1,283
Lo Wan - 303 216 12 531

Non-executive directors
Liu Hui 40 - - - 40

Independent non-executive

directors
Wang Jian Sheng 40 - - - 40
Chan Chun Keung 40 - - - 40
Tsang Kwok Wai 80 - - - 80

200 4,654 864 36 5,754

As at 31 December 2011, the directors held share options under the Company’s share
option scheme. The details of the share options are disclosed under the paragraph “Share
Option Scheme” in the report of the directors and in note 36.

No directors waived any emoluments during the year. No incentive payment or
compensation for loss of office was paid or payable to any directors for the year ended
31 December 2011 (2010: Nil).

Notes:
(@)  Mr. Tao Ye was appointed as executive director on 15 July 2011.

(b)  Madam Lo Wan was re-designated from executive director to non-executive director on 15 July 2011.
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Of the five individuals with the highest emoluments in the Group, four (2010: three) were
directors of the Company whose emoluments are included in the disclosure in note 7(i)
above. The emoluments of the remaining one (2010: two) individual(s) were as follows:

2011 2010

HK$'000 HK$'000

Salaries, allowances and other benefits 952 1,069
Retirement scheme contribution 12 24
Share-based payments - 432
964 1,525

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

The emoluments of the one (2010: two) individual(s) other than directors with the highest
emoluments are within the following bands:

2011 2010
Number of individuals

HK$Nil up to HK$1,000,000 1 2
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Income tax in the consolidated statement of comprehensive income represents:

Current tax
PRC Enterprise Income tax
(Over-provision)/under-provision of PRC
Enterprise Income Tax in prior years

Deferred tax
Current year

Tax charge

Group
2011 2010
HK$'000 HK$'000
22,215 2,232
(701) 316
3,982 2,017
25,496 4,565

Reconciliation between tax expense and accounting profit at the applicable tax rate:

Profit before taxation from continuing operations

Notional tax on profit before taxation,
calculated at the rates applicable to profits
in the tax jurisdictions concerned

Income not subject to taxation

Expenses not deductible for taxation purposes

Effect of unrecognised temporary difference

Utilisation of tax losses previously not recognised

Deferred tax assets not recognised

(Over-provision)/under-provision in prior years

Effect of withholding tax at 5% on the
distributable profits of the Group’s PRC
subsidiaries

Tax charge

2011 2010
HK$'000 HK$'000
84,871 31,557
21,436 8,042
(12,067) (8,023)
11,266 1,908
- (79)

— (787)

1,580 3,188
(701) 316
3,982 -
25,496 4,565
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b) Reconciliation between tax expense and accounting profit at the applicable tax rate:

(continued)

2011
Before Tax
tax (expense)/
amount benefit
HK$'000 HK$’000

Exchange differences on

translation of financial

statements of overseas

subsidiaries 18,438 -
Change in fair value

of available-for-sale

investments (5,041) -

Net-of-
tax
amount
HK$'000

18,438

(5,041)

Before-
tax
amount
HK$'000

8,571

(6,724)

2010
Tax
(expense)/
benefit
HK$'000

Net-of
tax
amount
HK$'000

8,571

(6,724)

No provision for profits tax in Hong Kong has been made as the Group has no income
assessable for profits tax for the year in Hong Kong.

PRC subsidiaries are subject to PRC Enterprise Income Tax at 25% (2010: 25%).

¢) Taxation in the consolidated statement of financial position represents:

At 1 January
Provision for the year

— PRC taxation
Over-provision/(under-provision) in prior year
Taxation paid for PRC enterprise

At 31 December

Analysed for reporting purposes as:
Tax recoverable
Tax payable

Group
2011 2010
HK$'000 HK$'000
(1,510) (982)
(38,884) (2,232)
701 (316)
4,950 2,020
(34,743) (1,510)
268 -
(35,011) (1,510)
(34,743) (1,510)
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On 24 March 2010, K.P.B. Marketing Limited (“K.P.B.”), an indirect wholly-owned subsidiary
of the Company entered into a sale agreement with Best Links (HK) Co., to dispose of the
entire issued share capital in K.PI. (BVI) Retail Management Company Limited, a company
incorporated in the British Virgin Islands with limited liability which directly and indirectly holds
60% of the equity interests in Hualian GMS which mainly engaged in supermarket operations,
at a consideration of approximately HK$504 million. The disposal of the supermarket
operations is consistent with the Group’s long-term policy to focus its resources in the
convenience stores chain operation and provision of short-term financing service operations.
The disposal was completed on 19 August 2010, on which date control of the supermarket
operations passed to the acquirer. Details of the assets and liabilities disposed of, and the
calculation of the profit or loss on disposal, are disclosed in below:

The results of the discontinued operation (i.e. supermarket operation) included in the
consolidated statement of comprehensive income and consolidated statement of cash flows
are set out below. The comparative profit and cash flows from discontinued operations have
been re-presented to include those operations classified as discontinued in 2010.

2011 2010
HK$’000 HK$'000
Profit for the year from discontinued operations
Turnover - 1,214,880
Cost of sales - (1,095,840)
Other gains - 143,206
Expenses - (246,734)
Profit before tax - 15,512
Income tax expense - (2,278)
- 13,234
Loss on disposal of operations - (8,080)
Profit for the year from discontinued operations
attributable to owners of the Company - 5,154
Profit for the year from discontinued operations
include the following:
Depreciation and amortisation - 24,546
Cash flows from discontinued operations
Net cash inflow from operating activities - 115,979
Net cash outflow from investing activities - (23,704)
Net cash outflow from financing activities - (92,801)

Net cash outflow - (526)
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The consolidated profit attributable to owners of the Company includes a profit of
HK$44,665,000 (2010: HK$2,542,000) which has been dealt with in the financial statements

of the Company.

The directors do not recommend the payment of a dividend for the year ended 31 December

2011 (2010: Nil).

The calculation of the basic and diluted earnings per share attributable to owners of the

Company is based on the following data:

Earnings

Earnings for the purpose of basic earnings per share
(profit for the year attributable to owners of the
Company)

Number of shares

Weighted average number of ordinary shares
for the purpose of basic earnings per share

Effect of deemed issue of shares under the
Company's share options scheme

Weighted average number of ordinary shares
for the purpose of diluted earnings per share

2011 2010

HK$'000 HK$'000
57,302 25,355

2011 2010
2,414,605,075 1,725,935,213
5,902,353 12,326,592
2,420,507,428 1,738,261,805
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The calculation of the basic and diluted earnings per share from continuing operations
attributable to owners of the Company is based on the following data:

Earnings figures are calculated as follows:

2011 2010
HK$°000 HK$'000
Profit for the year attributable to owners of
the Company 57,302 25,355
Adjustment for profit for the year from
discontinued operations - 1,456
Earnings for the purpose of basic earnings per share
from continuing operations attributable to
owners of the Company 57,302 26,811

The denominators used are the same as those detailed above for both basic and diluted
earnings per share.

In 2010, basic earnings per share for the discontinued operations attributable to owners of
the Company is earning of HK0.084 cents per share and diluted earnings per share for the
discontinued operations attributable to owners of the Company is earning of HK0.084 cents
per share in 2010, based on the profit for the year from the discontinued operations of the
Company of profit of HK$1.46 million in 2010 and the denominators detailed above for both
basic and diluted earnings per share.



Cost
At 1/172010
Additions
Disposals
Derecognised on disposal of subsidiaries
Exchange adjustment

At 31/12/2010 and 1/1/2011
Additions

Through acquisition of subsidiaries
Written off

Exchange adjustment

At 31/12/2011

Accumulated depreciation
At 1/1/2010
Charge for the year
Written back and disposals
Eliminated on disposal of subsidiaries
Exchange adjustment

At 31/12/2010 and 1/1/2011
Charge for the year

Written off

Exchange adjustment

At 31/12/2011

Carrying amount
At 31/12/2011

At 31/12/2010

Leasehold land
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and building
held for own Furniture
use carried Leasehold Motor and
atcost  improvements vehicles equipment Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2,125 101,979 3,893 66,464 174,461
- 10,645 587 14,780 26,012
- (29,051) (746) (18,039) (47,836)
- (81,792) (1,155) (62,051) (144,998)
- 5 - 11 16
2,125 1,786 2,579 1,165 7,655
- 5,104 1,952 1,405 8,461
- - 4 204 208
- (259) - (124) (383)
- 12 - 38 50
2,125 6,643 4,535 2,688 15,991
939 57,083 2,518 42,853 103,393
33 10,424 698 9,733 20,888
- (28,829) (754) (16,700) (46,283)
- (38,070) (676) (35,222) (73,968)
- 3 - ) 1
972 611 1,786 662 4,031
33 11 402 314 760
- (127) - (54) (181)
- 3 1 9 13
1,005 498 2,189 931 4,623
1,120 6,145 2,346 1,757 11,368
158 1,175 793 503 3,624

The leasehold land and building of the Group is held under medium term lease and situated in

Hong Kong.
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Cost
At 1/1/2010
Additions

At 31/12/2010 and 1/1/2011
Additions

At 31/12/2011

Accumulated depreciation
At 1/1/2010
Charge for the year

At 31/12/2010 and 1/1/2011
Charge for the year

At 31/12/2011

Carrying amount
At 31/12/2011

At 31/12/2010

Furniture
Leasehold Motor and
improvements vehicles equipment Total
HK$'000 HK$'000 HK$'000 HK$'000
378 1,992 495 2,865
- - 72 72
378 1,992 567 2,937
- - 29 29
378 1,992 596 2,966
378 1,503 351 2,232
- 244 70 314
378 1,747 421 2,546
_ 245 84 329
378 1,992 505 2,875
- - 91 91
- 245 146 391
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The Group's interests in lease premium for land represent prepaid operating lease payments
and their carrying amount are analysed as follows:

Group
2011 2010
HK$'000 HK$'000
Carrying amount at 1 January, as previously reported - 881
Effect of adoption of HKAS17 (Amendment) - (881)
Carrying amount at 1 January, as restated - -
Carrying amount at 31 December, as restated - -

Group
2011 2010
HK$°000 HK$'000

At valuation:

At 1 January - 65,893
Increase in fair value - 8,066
At 31 December - 73,959

The Group's investment property is situated at No.88, Xi San Wan Road North, Hai Ding
District, Beijing. It is held under a long term lease for rental purpose. It was stated at fair
value as at 31 December 2011. The investment property was revalued on 31 October 2011
by RHL Appraisal Limited, an independent qualified professional valuer not connected with
the Group. RHL Appraisal Limited has appropriate qualifications in the valuation of properties.
The valuation, which conforms to Hong Kong Institute of Surveyors Valuation Standards
on Properties, was mainly arrived at by Direct Comparison Approach by making reference
to the comparable market transactions as available and where appropriate, on the basis
of capitalization of the net income derived from the existing tenancies with allowance for
outgoings and, in appropriate case, made provisions for reversionary income potential. The
management considered that there is no significant change in fair value of the investment
property from the valuation date of 31 October 2011 to 31 December 2011.



CHINA FINANCIAL SERVICES HOLDINGS LIMITED

For the year ended 31 December 2011

The Group's investment property was pledged to a bank in the PRC to secure banking facilities
granted to a subsidiary of the Group in February 2009 (note 45).

On 30 November 2011, the Group entered into a Sale and Purchase Agreement pursuant
Agreement pursuant to which the Group has agreed to sell the investment property (note 41).

Group
Hualian GMS Hi-24 Total
(note a) (note b)
HK$'000 HK$'000 HK$'000
Cost
At 1/1/2010, 31/12/2010 and 31/12/2011 - 448 448
Accumulated amortisation
At 1/1/2010 13,290 27 13,317
Amortisation for the year 4,389 18 4,407
Written back on disposal of subsidiaries (17,679) - (17,679)
At 31/12/2010 and 1/1/2011 - 45 45
Amortisation for the year - 18 18
At 31/12/2011 - 63 63
Carrying amount
At 31/12/2011 - 385 385
At 31/12/2010 - 403 403

The amortisation charge for the year is included in “administrative expenses” in the
consolidated statement of comprehensive income.

Note:

a) Hualian GMS is the trademark for a supermarket chain operation. The supermarket chain operation was
discontinued in 2010, which is described in more detail in note 9.

b) Hi-24 is the trademark for a convenience chain stores operation.
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Company
2011 2010
HK$'000 HK$'000
Unlisted shares, at cost 14,269 33,519

The following list contains only the particulars of subsidiaries which principally affected the
results, assets or liabilities of the Group:

Country of

incorporation/ Nominal value of Percentage of

registration and registered share equity attributable
Name operations capital to the Company Principal activities

Direct Indirect
K.P.B. Group Holdings Limited  British Virgin Ordinary US$12 100% - Investment holding
Islands ("BVI")/
Hong Kong
TREEEEREER PRC Registered capital 100% - Provision of loan
BRAE (note |) RMB 100,000,000 guarantee service
Charter Merit Limited Hong Kong Ordinary HK$2 - 100% Holding of a club
membership
Charter Paradise Limited Hong Kong Ordinary HK$2 - 100% Holding of a club
membership
K.PA. Company Limited Hong Kong Ordinary HK$2 = 100% Property investment
Deferred HK$2
K.P.B. Asset Holdings Limited BVI/Hong Kong Ordinary US$6 — 100% Investment holding
K.P.B. Marketing Limited BVI/Hong Kong Ordinary US$2 - 100% Investment holding
("KPB Marketing”)
K.P.B.-T.C. Holdings Limited BVI/Hong Kong Ordinary US$1 - 100% Investment holding
K.P.B. Trading Limited BVI/Hong Kong Ordinary US$4 = 100% Investment holding
K.P.. Development Limited Hong Kong Ordinary HK$2 - 100% Trading of financial
Deferred securities

HK$10,000
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Name

K.P.. Industries Limited

K.P.I. International Trading
Company Limited

K.P.I. (BVI) Retail Management
Company Limited ("KPIRM")

K.P1. Convenience Retail
Company Limited ("KPICR")

Bestjoy International Limited

K.P.I. Property Investment
Company Limited

TREEREER
ERAF (note g)

R eI BHRAERAA
(note h) (formerly known as
R EERTBKENR
BRAA")

ERPERAELLERRT

(note )

EtRFeBEEEERERAT
(note j)

GtEERLSRENEER
BR A7 (note k)

K.P. Financial Group Limited

KP Financial Holdings Limited

Country of
incorporation/
registration and
operations

Hong Kong

Hong Kong

BVI/Hong Kong

BVI/Hong Kong

BVI/Hong Kong

Hong Kong

PRC

PRC

PRC

PRC

PRC

BVI/Hong Kong

Hong Kong

Nominal value of
registered share
capital

Ordinary HK$2

Deferred HK$2

Ordinary HK$2
Deferred HK$2

Ordinary
US$18,087,700

Ordinary US$50,000

Ordinary US$10

Ordinary HK$2

Registered capital

US$10,000,000

Registered capital
RMB300,000

Registered capital
RMB500,000

Registered capital
RMB500,000

Registered capital
RMB50,000,000

Ordinary US$1

Ordinary HK$1

Percentage of
equity attributable
to the Company
Direct Indirect

- 100%

- 100%

- Disposed on

19 August

2010

- 72%

- Disposed on
19 August

2010

- 100%

- 100%

- 100%

= 100%

- 100%

= 70%

= 100%

= 100%

Principal activities
Investment holding and
property investment

Holding of a club
membership and
trading of financial

securities

Investment holding

Investment holding

Investment holding

Property investment

Provision of property

management service

Provision of financing
consultancy service

Provision of rental
service

Provision of financing
consultancy service

Provision of short-term
financing service

Investment holding

Investment holding



Name

KP Financial Services Limited

EREEEERBEMPL
BB A) (note a)

BOBEESERADA
(EOEE) (note b)

LEBERREERRAR!

(note ¢)

ETRFEMNEHE
BRAR (note d)

R EENEE
BIR27A) (note e)

TREFFMBRETT
ERAF (note f)

Country of
incorporation/
registration and
operations

Hong Kong

PRC

PRC

PRC

PRC

PRC

PRC

# Not audited by CCIF CPA Limited

Nominal value of
registered share
capital

Ordinary
HK$1

Registered
capital
RMB80,000,000

Registered
capital
US$25,400,000

Registered capital
RMB2,000,000

Registered capital
RMB30,000,000

Registered capital
US$13,000,000

Registered capital
RMB80,000,000

ANNUAL REPORT 2011

Percentage of
equity attributable
to the Company
Direct Indirect

100%

Disposed on
19 August
2010

- 100%

- 100%

- 100%

- 72%

- 100%

For the year ended 31 December 2011

Principal activities

Money lending business

Supermarket chains

Investment holding and
property investment

General trading

General trading

Convenience stores
chain

Provision of
short-term financing
services
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Notes:

*

EREBTERBE Y OEMR AT (Hualian GMS Shopping Center Company Limited*) (“Hualian GMS”) is an
equity joint venture established in the PRC to be operated for 20 years up to March 2016. The operating license
will be renewed the validity period. Hualian GMS was disposed in 2010, which described in more detail in note
9.

8 O is a wholly foreign-owned enterprise established in the PRC to be operated for 20 years up to August
2015. The operating license will be renewed the validity period.

FEBEEREERR AT is a sino-foreign equity joint venture established in the PRC to be operated for 10
years up to March 2012. The operating licence will not be renewed after the validity period.

bR EFBEEE AR AT is a wholly foreign-owned enterprise by /& H 3 £to be operated for 15 years up to
March 2023.

bR BEMEEAR2AE is a wholly foreign-owned enterprise established in the PRC to be operated for 20
years up to March 2028.

EEEHFBBETHR QA s a limited liability company established in the PRC.

IR REHMEEIRABR AR is a wholly foreign-owned enterprise established in the PRC to be operated for 20
years up to December 2030.

I RP SV BEEABRAF (formerly known as “Ib RS (EE B BEABMRAR") is a wholly foreign owned
enterprise established in the PRC to be operated for 20 years up to December 2030. The company name was
changed on 12 May 2011.

I EAFPSRBEELLHERAF s a limited liability company established in the PRC.

IR eBEEEEABMRAE s alimited liability company established in the PRC.

IERELS/NEERAR LA s a limited liability company established in the PRC.

I REEEERERIRBMR AT is a wholly foreign-owned enterprise established in the PRC to be operated for
20 years up to June 2031.

For identification purposes only.



ANNUAL REPORT 2011

For the year ended 31 December 2011

Group
2011 2010
HK$'000 HK$'000
Carrying amount

At 1 January - 377,972

Arising on acquisition of subsidiaries
during the year (note 40) 622,703 -
Disposal (note 39) - (377,972)
At 31 December 622,703 -

Goodwill is allocated to the Group’s cash-generating units ("CGUs") identified according to
reportable segments as follows:

Group
2011 2010
HK$'000
Short-term financing operation 622,703 N/A

As at 31 December 2011, the Group engaged Roma Appraisals Limited, an independent
qualified professional valuer to assess the recoverable amount of the CGU and determined that
the recoverable amount of the CGU is approximately HK$1,246,000,000 (2010: Nil).

The recoverable amount of the CGU is determined based on value-in-use calculations. These
calculations use cash flow projections based on financial budgets approved by management
covering a five year period. Management determined the budgeted gross margin based on
past performance and its expectations for market development. The growth rates used are
by references to the forecasts based on the funds available for the Group's loan financing
business and does not exceed the forecasts included in industry reports. The discount rates
used are pre-tax and reflect specific risks relating to the relevant operating segments. Cashflow
beyond the five year period are extrapolated using the estimated gross margin of 87%,
discount rate of 29.69% and zero growth rate. The growth rate dose not exceeds the long-
term average growth rate for the business in which the CGU operates.

The directors believe that any reasonably possible change in the key assumptions on which the
recoverable amount is based would not cause the carrying amount of the CGU to exceed its
recoverable amount.
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Group

2011 2010

HK$'000 HK$'000

Listed securities, at fair value — Hong Kong 61,814 44,961
Unlisted investments:

— Golf club memberships, at cost 2,761 2,761

— Long term equity interest, at cost (Note) 773 773

Total 65,348 48,495

Note: As at 31 December 2010 and 2011, the Group's long term equity interest was not stated at fair value but at
cost because it did not have a quoted market price in an active market and the fair value cannot be reliably
measured. No impairment is recognised since there is no objective evidence that the long term equity interests
will be impaired.

Group
2011 2010
HK$’000 HK$'000
Accounts receivable 8,012 1,143

All the accounts receivable are expected to be recovered within one year. The carrying amount
of accounts receivable approximate to their fair value.

Accounts receivable are due within 30 days from date of billing.
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The aging analysis of accounts receivable at the end of the reporting period is as follows:

Outstanding balances with ages
Due within 1 month or on demand
Due after 1 month but within 3 months
Due after 3 months but within 6 months
Due after 6 months

Neither past due nor impaired
Past due but not impaired

2011 2010
HK$'000 HK$'000
3,660 1,143
2,202 -
2,150 -
8,012 1,143
2011 2010
HK$'000 HK$'000
3,660 1,143
4,352 -
8,012 1,143

Accounts receivable that were neither past due nor impaired relate to recognised and

creditworthy customers for whom there was no recent history of default.

Accounts receivable that were past due but not impaired relate to a number of
independent customers that have a good tract record with the Company. Based on past
experience, management believes that no impairment allowance 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.

The Group does not hold any collateral or other credit enhancements over these balances.
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Group
2011 2010
HK$'000 HK$'000
Interests receivable 6,283 -

All of the interests receivable are expected to be recovered within one year.

The aging analysis of interests receivable at the end of the reporting period is as follows:

2011 2010

HK$'000 HK$'000

Due within 1 month or on demand 2,900 -
Due after 1 month but within 3 months 1,009 -
Due after 3 months but within 6 months 700 -
Due after 6 months 1,674 -
6,283 -

2011 2010

HK$'000 HK$'000

Neither past due nor impaired 6,283 -

Interests receivable that were neither past due nor impaired related to recognised and
creditworthy customers for whom there was no recent history of default.

The Group does not hold any collateral or other credit enhancements over these balances.
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Group
2011 2010

Other short- Other short-

Pawn loans  term loans Pawn loans term loans
receivable  receivable Total receivable receivable Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Gross loans advanced 232,703 697,319 930,022 328,359 - 328,359
Repayment during the year (115,984) (2,874) (118,858) (142,150) - (142,150)
Allowance for doubtful debts (1,143) (392) (1,535) - - -
Exchange adjustment (25) (8) (33) - - -
115,551 694,045 809,596 186,209 - 186,209

The Group offers loans secured by tangible personal property, such as real estate merchandise,
commonly known as short-term loans. A typical short-term loan generally has a term of 30
days to 360 days. All of the short-term loans receivable are expected to be recovered within

one year.

The aging analysis of short-term loans receivable at the end of the reporting period is as

follows:

2011 2010
Other short- Other short-
Pawn loans  term loans Pawn loans term loans
receivable  receivable Total receivable receivable Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Outstanding balance with ages
Due within 1 month or
on demand 25,268 78,148 103,416 186,209 - 186,209
Due after 1 month
but within
3 months 12,212 47,449 59,661 - - -
Due after 3 months 79,239 568,848 648,087 - - -
Allowance for
doubtful debts (1,143) (392) (1,535) - - -
Exchange adjustment (25) (8) (33) - - -
115,551 694,045 809,596 186,209 - 186,209
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Impairment losses in respect of short-term loans receivable are recorded using an
allowance account unless the Group is satisfied that recovery of the amount is remote, in
which case the impairment loss is written off against short-term loans receivable directly

(see note 2(i)).

Movements in allowance for doubtful debts

At 1 January

Impairment loss recognised

At 31 December

2011 2010

Other short- Other short-

Pawn loans  term loans Pawn loans term loans
receivable  receivable Total receivable receivable Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
- - - N/A N/A N/A
1,143 392 1,535 N/A N/A N/A
1,143 392 1,535 N/A N/A N/A

As at 31 December 2011, no short-term loans receivable were individually determined to

be impaired (2010: N/A).

Loans to customers

Neither past due nor
impaired

Past due but not
yet impaired

2011 2010

Other short- Other short-

Pawn loans  term loans Pawn loans term loans
receivable  receivable Total receivable receivable Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
68,973 694,045 763,018 186,209 - 186,209
46,578 - 46,578 - - -
115,551 694,045 809,596 186,209 - 186,209

Short-term loans receivable that were neither past due nor impaired relate to recognised
and creditworthy borrowers for whom there was no recent history of default.
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All the Group’s short-term loans receivable in the PRC were denominated in RMB. The
short-term loans receivable in the PRC carry interest plus service charge at a monthly
effective rate of 1% to 3.2%.

Note: (a)  As at 31 December 2011, approximately RMB46,020,000 represented pawn loans receivable
attributable to loans renewals.

(b) As at 31 December 2011, the Group held collaterals with value of approximately
RMB1,785,460,000 in total over the pawn loans receivable and other short-term loans receivable.

Security deposits are place by the Group with banks to secure the Group's due performance in
relation to the financial service business in the PRC.

Group
2011 2010
HK$'000 HK$'000
Financial derivatives 3,898 35,558

Inventories in the consolidated statement of financial position comprise:

Group
2011 2010
HK$'000 HK$'000
Commodities held for sale 20,777 35,581

As at 31 December 2011, none of the inventories were carried at net realisable value
(2010: Nil).

The analysis of the amount of inventories recognised as an expense is as follows:

Group
2011 2010
HK$'000 HK$'000
Carrying amount of inventories sold in
continuing operations 197,862 156,126
Carrying amount of inventories sold in
discontinued operation - 1,095,840

197,862 1,251,966
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Group Company
2011 2010 2011 2010
HK$°000 HK$'000 HK$'000 HK$'000
Other receivables - 19,855 - -
Less: Allowance for doubtful debt - (6,365) - -
Other receivables, net - 13,490 - -
Others 26,009 48,243 1,080 1,455
Loans and receivables 26,009 61,733 1,080 1,455
Trade and deposits paid - 82,653 - -
Prepayments 11,297 14,116 299 252
Utility and sundry deposits 1,304 582 716 579
VAT and other tax recoverables - 1,730 - -
38,610 160,814 2,095 2,286

All of the other receivables are expected to be recovered within one year. Prepayments and
deposits are expected to be recovered or recognised as expense after more than one year.

Impairment losses in respect of other receivables are recorded using an allowance account
unless the Group is satisfied that recovery of the amount is remote, in which case the
impairment loss is written off against other loan receivable directly (see note 2(i)).

As at 31 December 2010, other loans receivable of the Group amounting to HK$6,365,000
were individually determined to be impaired and full provision had been made. These
individually impaired receivables were outstanding for more than 1 year.

The amounts due from/(to) subsidiaries are unsecured, non-interest bearing and have no fixed
terms of repayment.

Group Company

2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000

Cash at banks/financial
institutions and on hand 187,239 339,954 24,599 142,676

Cash and cash equivalents in
the consolidated statement of
financial position 187,239 339,954 24,599 142,676

Deposits with bank carry interest at market rates of 0.5% (2010: 0.32%) per annum. The
directors consider the carrying amounts of cash and cash equivalents at the end of the
reporting period approximate to their fair value.
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The aging of the Group’s accounts payable is analysed as follows:

Group
2011 2010
HK$'000 HK$'000
Outstanding balances with ages
Due within 1 month or on demand 28,574 20,328
Due after 1 month but within 3 months 17,031 34,037
45,605 54,365

Accounts payable are interest free and are normally settled on 90-day terms. The carrying
amounts of accounts payable approximate to their fair values due to their short term maturity

and measured at amortised cost.

Group Company

2011 2010 2011 2010

HK$'000 HK$'000 HK$°000 HK$'000

Accrued salaries, wages and benefits 62 2,319 - -

Accrued expenses 1,481 5,145 410 571
Balance of consideration for
acquisition of subsidiaries

(note 40) 12,915 - 12,915 -

Dividend payable 47,850 - - -

Others 65,192 326 - -

Financial liabilities measured at

amortised cost 127,500 7,790 13,325 571

Rental and other deposit received 14,082 1,265 - -

VAT and other tax payables 1,987 385 - -

143,569 9,440 13,325 571

All of the other payables, deposits received and accruals are expected to be settled or

recognised as income within one year or are repayable on demand.
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Analysed for reporting purposes as:
Current liabilities

At 1 January 2011
Additional provision in the year
Amount utilized

At 31 December 2011

Notes:

Group
2011 2010
HK$000 HK$'000
1,851 -
Undue Guarantee
liability compensation
provision provision
(note a) (note b) Total
HK$'000 HK$'000 HK$'000
903 2,156 3,059
(300) (908) (1,208)
603 1,248 1,851

(a)  Pursuant to Article 31 of Tentative Measures for the Administration of Financing Guarantee Companies, a
financial guarantee company shall provide 50% of its guarantee income in the year it derived, as undue liability

provision ([ REIBIEFEHES]) .

(b)  Pursuant to Article 31 of Tentative Measures for the Administration of Financing Guarantee Companies, a
financial guarantee company shall provide no less than 1% of the year-end balance of the guarantee liability in
the year it arising as guarantee compensation provision ([{ERESEEF S |) .
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At the end of the reporting period, all the bank loans of the Group, which were all obtained in
PRC and denominated in RMB, are listed as follows:

Group
2011 2010
HK$'000 HK$'000
Within 1 year or on demand
Bank loans — secured 49,175 4,650
Bank loans — unsecured - 21,153
49,175 25,803
After 1 year but within 2 years
Bank loans — secured - 4,650
After 2 years but within 5 years
Bank loans — secured - 11,627
After 5 years
Bank loans — secured - -
- 16,277
49,175 42,080

All of the non-current interest bearing borrowings are carried at amortised cost. None of the
non-current interest-bearing borrowing is expected to be settled within one year.

The directors consider the carrying value of the amounts at the end of the reporting period.

The ranges of effective interest rates on the Group’s borrowings are as follows:

Group
2011 2010
Effective interest rates:
Bank loans — secured 6.56% 6.53%
Bank loans — unsecured - 9%

per annum per annum
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Secured bank borrowings of HK$15,870,000 (2010: HK$20,927,000) were secured by the
Group's investment property with a carrying amount of approximately HK$73,959,000 (2010:
HK$73,959,000). The remaining balance of secured bank borrowings of HK$33,305,000
(2010: Nil) were secured by corporate guarantee of its subsidiaries.

None of the portion of bank loans of 2010 due for repayment after one year which contain
a repayment on demand clause and that is classified as a current liability is expected to be
settled within one year.

The Group

2011 2010
HK$'000 HK$'000

Financing consultancy services income 14,720 -
Loan guarantee business income 1,555 -

16,275 -

Deferred income represents income received under the financing consultancy services and
the loan guarantee business. Deferred income from the financing consultancy services is
recognised as revenue when the consultancy services are rendered. Deferred income from the
loan guarantee business is amortised and recognised as revenue on a straight line basis over
the guarantee period.
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The components of deferred tax (assets)/liabilities recognised in the consolidated
statement of financial position and the movements during the year are as follow:

Amortisation
of intangible Revaluation of

assets investment  Withholding
trademarks property tax Total
HK$'000 HK$'000 HK$'000 HK$'000
Deferred tax arising from:
At 1 January 2010 40,014 2,186 - 42,200
(Credited)/charged to profit or loss (1,097) 2,017 - 920
Less: Disposal of subsidiaries
(note 39) (38,917) - - (38,917)
At 31 December 2010 and
1 January 2011 - 4,203 - 4,203
Charged to profit or loss - - 3,982 3,982
At 31 December 2011 - 4,203 3,982 8,185

Pursuant to the New EIT Law, a 10% withholding tax is levied on dividends declared
to foreign investors from the foreign investment enterprises established in Mainland
China. The requirement is effective from 1 January 2008 and applies to earnings after
31 December 2007. A lower withholding tax rate may be applied if there is a tax treaty
between China and jurisdiction of the foreign investors. For the Group, the applicable
rate is 5%. The Group is therefore liable to withholding taxes on dividends distributed
by its subsidiary established in Mainland China in respect of earnings generated from 1
January 2008. Deferred tax liabilities is only provided to the extent that such earnings are
estimated to be distributable in the foreseeable future.

Deferred tax assets in respect of the unused tax losses carried forward are to be
recognised to the extent that it is probable that future taxable profits will be available
against which the unused tax losses can be utilised.

The Group has not recognised deferred tax assets in respect of the tax losses of
HK$54,253,000 (2010: HK$18,422,000) due to the unpredictability of future profit
streams. The unrecognised tax losses, mainly arising from Hong Kong companies, can be
carried forward indefinitely.
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2011 2010
No. of shares HK$'000 No. of shares HK$'000
Authorised:
Ordinary shares of HK$0.10 each 4,000,000,000 400,000  4,000,000,000 400,000
Issued and fully paid:
At beginning of the year 1,746,002,336 174,600  1,725,902,336 172,590
Shares issued under share option
scheme (note a) 1,000,000 100 20,100,000 2,010
Share issued pursuant to acquisition
(note b) 1,250,000,000 125,000 - -
At end of the year 2,997,002,336 299,700  1,746,002,336 174,600
a) On 16 March 2011, options were exercised to subscribe for 1,000,000 ordinary shares in

the company at a consideration of HK$359,000 of which HK$100,000 was credited to
share capital and the balance of HK$259,000 was credited to the share premium account.
As a result of the exercise of such share options, HK$216,300 is also transferred from the
share-based compensation reserve to the share premium account.

On 21 June 2011, the Company acquired the entire issued capital of K.P. Financial
Group Limited, as detailed in note 40, at consideration of HK$800,000,000, in which
HK$700,000,000 was satisfied by issuance of 1,250,000,000 shares of the company at

fair value of HK$0.56 each.

HK$125 million was credited to share capital and the balance of HK$575 million was

credited to the share premium account.



ANNUAL REPORT 2011

For the year ended 31 December 2011

Pursuant to an ordinary resolution passed on 19 March 2003, the Company adopted a share
option scheme (“Old Share Option Scheme”) pursuant to which the directors of the Company
were authorised to grant share options to full-time employees (including executive directors) of
the Company or any of its subsidiaries to subscribe for shares in the Company.

On 7 June 2004, the Old Share Option Scheme was terminated and a new share option
scheme (“New Share Option Scheme”) was adopted. The purpose of the New Share Option
Scheme is to enable the Company to grant option to eligible participants in order to reward
or provide incentives to its employees or any person who has contributed or will contribute to
the Group. The New Share Option Scheme shall continue in force for the period commencing
from 7 June 2004 and expiring at the close of business on the tenth anniversary thereof, after
such period no further options will be granted but the provisions of the New Share Option
Scheme shall remain in full force and effect in respect of any options granted before its expiry
or termination but not yet exercised.

Under the New Share Option Scheme, the directors of the Company may offer to any
employees or any person who has contributions to the Group including directors of the
Company or any of its subsidiaries share options to subscribe for shares in the Company in
accordance with the terms of the New Share Option Scheme.

The maximum number of shares in respect of which share options may be granted under
the New Share Option Scheme shall not, when aggregate with any shares subject to any
other schemes, exceed such number of shares as represents 10% of the issued shares as at
the date of approval of the New Share Option Scheme (the “Scheme Mandate Limit”) which
shall be equivalent to 67,725,155 shares. On 28 April 2005, the Scheme Mandate Limit was
refreshed to 101,587,733 shares. The Company may seek approval from the shareholders
in a general meeting to refresh the Scheme Mandate Limit. However, the total number of
shares which may be issued upon exercise of all share options to be granted under all of the
schemes of the Company or its subsidiaries under the limit as refreshed must not exceed 10%
of the shares in issue as at the date of approval of the Scheme Mandate Limit. Share options
previously granted under the New Share Scheme (excluding those outstanding, cancelled,
lapsed in accordance with the New Share Option Scheme or any other share option schemes
and exercised the share options) will not be counted for the purpose of calculating the Scheme
Mandate Limit.

The total number of shares which may be issued upon exercise of all outstanding share options
granted and yet to be exercised under the New Share Option Scheme and any other scheme
of the Company must not exceed 10% except seeking separate approval by its shareholders in
general meeting for granting further options. Moreover in any case, must not exceed 30% of
the total issued share capital from time to time.
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The total number of shares issued and to be issued on the exercise of share options granted
and to be granted in any 12-month period up to the date of grant of each eligible participant
(including both exercised and outstanding options) shall not exceed 1% of the total issued
shares.

The exercise price is determined by the directors of the Company, and shall not be less than
the highest of (i) the closing price of the Company’s shares on the date of grant, (ii) the
average closing price of the shares for the five business days immediately preceding the date
of grant, and (iii) the nominal value of the Company’s shares.

On 17 May 2004 and 7 July 2004, 38,000,000 share options granted to the executive directors
and 1,000,000 share options granted to the continuous contract employees outstanding under
the Old Share Option Scheme were lapsed respectively.

On 10 January 2005, 2 February 2005 and 1 September 2005, the Company granted in
aggregate 99,500,000 share options to its directors and employees under the New Share
Option Scheme. Options granted must be taken up within 21 days of the date of grant, upon
payment of HK$1 by each of the grantees. The options may be exercised at any time after date
of grant of the share options to the half past-ninth anniversary of the date of grant.

On 4 October 2007, the Company granted 68,500,000 share options to its directors and
employees under the New Share Option Scheme. Options granted must be taken up within 21
days of the date of grant, upon payment of HK$1 by each of the grantees. The options may be
exercised at any time after twelve months from the date of grant of the share options to the
tenth anniversary of the date of grant.

On 22 October 2010, the Company granted 36,000,000 share options to the eligible
grantees under the share option scheme of the Company adopted on 7 June 2004, subject to
acceptance of the Grantees. The Share Options shall entitle the Grantees to subscribe for a
total of 36,000,000 ordinary shares of HK$0.1 each in the share capital of the Company.
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The following table discloses movements of the Company’s share options granted under the
New Share Option Scheme and movements in such holdings:

Exercise

Category of

price

grantee per share

Directors

Employees

HK$

0.479

0.359

0.126

0.479

0.359

Date of grant

4 October 2007

Exercisable period

4 October 2007 to
3 October 2017

22 October 2010 22 October 2010 to

21 October 2020

10 January 2005 10 January 2005 to

4 Qctober 2007

6 June 2014

4 October 2007 to
3 October 2017

22 October 2010 22 October 2010 to

21 October 2020

Contractual

life of option

10 years

10 years

9.5 years

10 years

10 years

a) The following table discloses movements of the Company's share options held by
employees and directors during year.

Option type

2007
2010

Exercisable at the end
of the year

Weighted average
exercise price

Granted Exercised Forfeited Expired
Outstanding during during during during  Outstanding
at 1/1/11 the year the year the year the year  at 31/12/11
‘000 '000 '000 '000 ‘000 ‘000
63,000 = = = - 63,000
35,000 - (1,000) - - 34,000
98,000 - (1,000) - - 97,000
97,000
HK$0.442 - HK$0.359 - - HK$0.437
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a)

b)

(continued)

The following share options granted under the employee share option plan were
exercised in the current year:—

Share

Number Exercise price at

Options type exercised date exercise date
2010 1,000,000 16/3/2011 HK$0.44

Fair value of share options at measurement date

The fair value of services received in return of share options granted are measured by
reference to the fair value of share options granted. The estimate of the fair value of
the services received is measured based on the Black-Scholes Option Pricing Model. The
contractual life of the option is used as an input into this model.

Grand dates Director Employee Director Employee
4 October 4 October 22 October 22 October
2007 2007 2010 2010

Fair value of shares options and

assumptions:

Fair value at measurement date (HK$) 0.235 0.235 0.216 0.216
Share price (HK$) 0.470 0.470 0.355 0.355
Exercise price (HK$) 0.479 0.479 0.359 0.359

Expected volatility (expressed at
a weighed average volatility used
in the modelling under the

Black-Scholes Option Pricing Model) 68.60% 68.60% 103.93% 103.93%
Option life 10 years 10 years 10 years 10 years
Expected dividends 0% 0% 0% 0%
Risk-free interest rate (based on

Exchange Fund Notes) 431% 4.31% 0.58% 0.58%
Expected forfeiture rate 0% 0% 0% 0%

The expected volatility is based on the historic volatility (calculated based on the weighted
average remaining life of the share options), adjusted for any expected changes to future
volatility due to publicly available information. Expected dividends are based on publicly
available information. Expected dividends are based on historical dividends. Changes in
the subjective input assumptions could materially affect the fair value estimate.

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



At 1 January 2010

Shares issued under share
option scheme

Decrease in non-controlling
interests arising on disposal
of interest in a subsidiary
(note 39)

Decrease in exchange
fluctuation reserve arising
on disposal of interest in a
subsidiary (note 39)

Decrease in statutory surplus
reserve arising on disposal
of interest in a subsidiary
(note 39)

Equity settled share-based
transactions

Exchange adjustment

Profit for the year

Fair value adjustment
for financial assets

At 31 December 2011 and
1 January 2011

Exchange adjustment

Fair value adjustment
for available-for-sale
financial assets

Profit for the year

Equity settled share-based
transactions

Issue of shares pursuant to
acquisition

Increase in non-controlling
interest arising on
acquisition of subsidiaries

Application of white
wash waver

Pre-acquisition dividend

At 31 December 2011
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Other
comprehensive income
Share- Attributable
based Exchange Fair  Statutory to owners Non-
Share compensation  fluctuation value surplus Retained of the  controlling
premium reserve reserve reserve reserve earnings Company interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
287,362 16,914 11,192 9,014 1,104 238,657 564,243 104,216 668,459
3,125 (2,369) - - - - 756 - 756
- - - - - - - (103,626) (103,626)
- - (7,335) - - - (7,335) - (7.335)
_ - - - (493) - (493) - (493)
- 7,788 - - - - 7,788 - 7,788
- - 7,639 - - - 7,639 932 8,571
- - - - - 25,355 25,355 6,791 32,146
- - - (6,724) - - (6,724) - (6,724)
290,487 22,333 11,496 2,290 611 264,012 591,229 8,313 599,542
- - 18,169 - - - 18,169 269 18,438
- - - (5,041) - - (5,041) - (5,041)
- = = = = 57,302 57,302 2,073 59,375
475 (216) - - - - 259 - 259
574,980 - - - - - 574,980 - 574,980
- - - - = = < 20,153 20,153
(250) - - - 8,576 (8,576) (250) - (250)
- - - 4 = = S 12 122
865,692 2,17 29,665 (2,751) 9,187 312,738 1,236,648 30,930 1,267,578
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Share-based

Share  compensation Retained
premium reserve earnings Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2010 287,362 16,914 74,117 378,393
Share issued under share
option scheme 3,125 (2,369) - 756
Equity settled share-based
transactions - 7,788 - 7,788
Profit for the year - - 2,542 2,542
At 31 December 2010 and
1 January 2011 290,487 22,333 76,659 389,479
Application of white wash waiver (250) - - (250)
Issue of new shares pursuant
to acquisition 574,970 - - 574,970
Equity settled share-based
transactions 475 (216) - 259
Profit for the year - - 44,665 44,665
At 31 December 2011 865,682 22,117 121,324 1,009,123

At 31 December 2011, the Company has reserve available for distribution to shareholders as
calculated in accordance with the provisions of Section 79B of the Hong Kong Companies
Ordinance at HK$121,324,000 (2010: HK$76,659,000).

),

i)

1if)

Share premium

The application of the share premium account is governed by Section 48B of the Hong
Kong Companies Ordinance.

Share-based compensation reserve

The share-based compensation reserve represents the fair value of the actual or estimated
number of unexercised share options granted to employees of a subsidiary recognised in
accordance with the accounting policy adopted for share-based payments set out in note

2(x)(ii).
Exchange fluctuation reserve

The exchange reserve comprises all foreign exchange differences arising from the
translation of the financial statements of operations outside Hong Kong. The reserve is
dealt with in accordance with the accounting policy set out in note 2(q).
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iv)  Fair value reserve

The fair value reserve comprises the cumulative net change in the fair value of available-
for-sale securities held at the end of the reporting period and is dealt with in accordance
with the accounting policies in note 2(k).

v)  Statutory surplus reserve

According to the Company’s PRC subsidiaries’ articles of association, the PRC company is
required to transfer 10% of its net profit after tax, as determined in accordance with the
PRC accounting rules and regulations, to the statutory surplus reserve. When the balance
of the statutory surplus reserve reaches 50% of the PRC company’s registered capital,
any further appropriation is optional. The transfer to this reserve must be made before
distribution of a dividend to the shareholders.

Statutory surplus reserve can be used to make up previous years’ losses, if any, and may
be converted into capital in proportion to their existing shareholdings, provided that the
balance after such conversion is not less than 25% of the registered capital.

The group operates a Mandatory Provident Fund Scheme (“the MPF scheme”) under the
Hong Kong Mandatory Provident Fund Schemes Ordinance for employees employed under
the jurisdiction of the Hong Kong Employment Ordinance and not previously covered by the
defined benefit retirement plan. The MPF scheme is a defined contribution retirement plan
administered by independent trustees. Under the MPF scheme, the employer and its employees
are each required to make contributions to the plan at 5% of the employees’ relevant income,
subject to a cap of monthly relevant income of HK$20,000. Contributions to the plan vest
immediately.

The employees of the Group’s subsidiaries in the PRC are members of the state-managed
retirement benefit scheme operated by the government of the PRC. The subsidiaries of the
Group are required to contribute certain percentage of their payroll costs to the retirement
benefit scheme to fund the benefits. The only obligation of the Group with respect to the
retirement benefit scheme is to make the specified contributions.
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On 19 August 2010, the Group disposed K.P.I.(BVI) Retail Management Company Limited
("KPIRM™) a subsidiary, which carried out the entire supermarket operation, of the Group
through Hualian GMS, the subsidiary of KPIRM's subsidiary Bestjoy International Limited.

2010
HK$'000
Consideration received
Total consideration received in cash and cash equivalents 503,912
19 August
2010
HK$'000
Non-current assets
Property, plant and equipment 71,030
Intangible assets (note 16) 155,669
Long term lease prepayment 7,596
Goodwill (note 18) 377,972
Current assets
Inventories 112,056
Prepayment and other receivables 381,751
Cash and cash equivalents 621,678
Current liabilities
Trade payables (504,235)
Other payables, deposit received and accruals (502,839)
Tax payables (1,001)
Short term bank loans (57,314)
Non-current liabilities
Deferred taxation (note 34(a)) (38,917)

Net assets disposed of 623,446
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Year ended
31 December
2010
HK$'000

Consideration received and receivable 503,912
Net assets disposed of (623,446)
Non-controlling interests 103,626
Cumulative exchange differences in respect of

the net assets of the subsidiaries reclassified

from equity to profit or loss on loss of control of subsidiary 493
Cumulative statutory surplus reserve in respect of

the subsidiaries being disposed reclassified

from equity to profit or loss on loss of control of subsidiary 7,335

Loss on disposal (note 9) (8,080)

The loss on disposal is included in the profit for the year from discontinued operations in the
consolidated statement of comprehensive income (note 9).

2010

HK$'000

Consideration received 503,912
Less: Cash and cash equivalent balances disposed of (621,678)

(117,766)
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On 27 January 2011, K.P.B. Group Holdings Limited, a wholly-owned subsidiary of the
Company, entered into an Acquisition Agreement with the Chairman of the Board, Mr. Cheung
Siu Lam, to acquire the entire issued capital of K.P. Financial Group Limited (“K.P. Financial”)
which indirectly has beneficial interests in 70% of the equity interests in Beijing Huifeng
Rongjin Credit Finance Company Limited (It R EE@mE/ NEERERAF), 100% of the
equity interests in Beijing Zhong Jin Tou Management Consultancy Company Limited (1t 5 A
SR EAZBERRA]) (formerly known as it FBEEBI B ZEABR A F]) and 100% of
the equity interests in Beijing Huaxia Xingye Investment Guarantee Company Limited (1t 5 #
BEEEREERARAR) ([EEMEKREEIR]) . Beijing Huifeng Rongjin Credit Finance
Company Limited is principally engaged in the provision of small loan services in Miyun county,
Beijing, PRC, Beijing Huaxia Xingye Investment Guarantee Company Limited is principally
engaged in the provision of loan guarantee services to individuals and corporation.

The acquisition was completed on 21 June 2011 upon the fulfilment of the conditions
agreed and the completion of the transfer of the entire registered capital of Beijing Huaxia
Xingye Investment Guarantee Company Limited to the Company. The acquisition costs of
HK$800,000,000 was satisfied (i) as to HK$100,000,000 in cash payable within 6 months after
the date of completion and (ii) as to HK$700,000,000 by issuance of 1,250,000,000 shares of
the Company at fair value of HK$0.56 each. The fair value of these shares is equivalent to the
closing market value as at 21 June 2011.

K.P. Financial and its subsidiaries as at the date of acquisition (collectively “K.P. Financial
Group”) and % B E1 ¥ 4% & #£{R additional contributed approximately HK$109,271,000 to the
Group's revenue and approximately HK$37,184,000 to the Group’s net profit after taxation for
the period between the date of acquisition and the date of the statement of financial position.

The revenue and profit after taxation (excluding non-controlling interest) of K.P. Financial
Group and ¥ E HE ¥ & (R for the year ended 31 December 2011 amounting to
HK$159,925,000 and HK$90,502,000 respectively. If the acquisition had occurred on 1
January 2011, the Group's revenue would have been HK$458,934,000, and profit after
taxation (excluding non-controlling interest) would have been HK$115,843,000 for the year
ended 31 December 2011. The pro forma information is for illustrative purposes only and is
not necessarily an indication of revenue and results of the Group that actually would have
been achieved had the acquisition been completed on 1 January 2011, nor is it intended to be
a projection of future results.
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Goodwill arising on acquisition:

Total consideration — satisfied by
Cash consideration
Issue of new shares of the company

Add: Non-controlling interests, being held 30% equity interest in
sub-subsidiary Beijing Huifeng Rongjin Credit Finance
Company Limited

Less: Fair value of Identifiable net assets

Goodwill on acquisition (note 18)

HK$'000

100,000
700,000

800,000

18,413
(195,710)

622,703

Acquisition-related costs amounting to HK$2,039,725 have been excluded from the
consideration transferred and have been recognised as an expenses in the current year, within
the ‘other operating expenses’ line item in the consolidated statement of comprehensive

income.

An analysis of the net assets acquired is as follows:

Acquiree’s

carrying

amount

before Fair value

combination adjustment Fair value
HK$'000 HK$'000 HK$'000
Property, plant and equipment 208 - 208
Deferred assets 1,104 - 1,104
Accounts receivable 11,652 - 11,652
Prepayment, deposits and other receivables 52,420 - 52,420
Short-term loans receivable 58,404 - 58,404
Interests receivable 855 - 855
Cash and cash equivalents 145,453 - 145,453
Deferred income (389) - (389)
Accounts payables (134) - (134)
Other payables, deposits received and accruals (56,356) - (56,356)
Tax payables (17,032) - (17,032)
Liabilities arising from loan guarantee contracts (475) - (475)
195,710 - 195,710
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Goodwill arose in the business combination because the cost of combination included amount
in relation to the benefits from business network with commercial banks and business
associates, customer service capability, the provision of solid sources of funding, network
growth and future market development. These benefits are not recognised separately from
goodwill as the future economic benefits arising from them cannot be reliably measured.

None of the goodwill recognised is expected to be deductible for income tax purposes.

Net cash outflow arising on acquisition:

HK$'000

Cash consideration paid (100,000)
Cash and cash equivalents acquired 145,453
45,453

Contingent liabilities arising from acquisition of subsidiaries of RMB26,000,000 equivalent to
approximately HK$32,071,000 in relation to the provision of loan guarantee services in the

PRC.
2011 2010
HK$'000 HK$'000
Investment property 73,959 -

The Group intends to dispose of investment property on 31 March 2012. The investment
property located at No. 88, Xi San Wan Road North, Hai Ding District, Beijing. The investment
property was revalued at RMB63 million (equivalent to approximately HK$74 million) on 31
October 2011, which was equivalent to the consideration of the disposal.

The disposal transaction has not yet been completed at the end of the reporting period.
Pursuant to the Supplemental Agreement for Sale and Purchase of Commercial Property dated
28 February 2012, the disposal transaction will be completed on 31 March 2012.
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The Group leases its investment property (note 15 to the financial statements), sub-
lease its shop premises of convenience stores chain operations and golf club membership
under operating lease arrangements, with leases negotiated for terms of one to fifteen
years for investment property, one to ten years for shop premises of convenience stores
chain operations and one to two years for golf club membership. The terms of the leases
generally also require the lessees to pay security deposits and provide for periodic rent
adjustments according to the then prevailing market conditions.

At the end of the reporting period, the Group had total future minimum lease receivables
under non-cancellable operating leases with its lessees falling due as follows:

Group
2011 2010
HK$'000 HK$'000
Within one year 11,248 8,858
In the second to fifth years, inclusive 23,064 14,484
After the fifth year 9,238 10,126

43,550 33,468
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The Group leases certain of its office properties, director’s quarter and shop premises of
convenience stores chain operation and short term financing operation under operating
lease arrangements. Leases for properties are negotiated for terms ranging from one to
twenty years.

At the end of the reporting period, the Group and the Company had total future
minimum lease payments under non-cancellable operating leases falling due as follows:

Group Company

2011 2010 2011 2010

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

Within one year 36,369 11,882 755 1,510
In the second to fifth years,

inclusive 54,937 15,492 - 727

After the fifth year 11,484 10,126 - -

102,790 37,500 755 2,237

The Group had contingent liabilities of RMB104,950,000 equivalent to approximately
HK$129,450,000 (2010: Nil), and recognised RMB488,516 (2010: Nil) equivalent to
approximately HK$603,000 and RMB1,011,910 (2010: Nil) equivalent to HK$1,248,000 as
undue liability provision and guarantee compensation provision respectively in the consolidated
statement of financial position in relation to the provision of loan guarantee service in China.
The corresponding deferred income received from the business is disclosed in Note 33.
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In addition to the transactions and balances disclosed elsewhere in these financial statements,
the Group had the following transactions with its related parties during the year:

Related party transactions included in the statement of comprehensive income:

2011 2010
HK$000 HK$'000

Rental expenses to a company controlled by
directors (note) - 332

Note: Rental expenses for two directors were paid to a company controlled by them. The monthly rental of
HK$83,000 was calculated by reference to open market rental. The rental expenses were fully settled up
to 30 April 2010.

2011 2010

HK$000 HK$'000

Salaries, allowances and other benefits 3,944 3,512
Post-employment benefit 12 12
Share-based payments expenses - 216
3,956 3,740

Note: Further details of pension scheme contribution and directors’ emoluments are included in note 7 to the
financial statements.

During 2011, the Group was granted banking facilities aggregating to approximately
HK$49,175,000 (2010: HK$42,080,000), of which approximately HK15,870,000 (2010:
HK$20,927,000) is secured by an investment property (note 15). At 31 December 2011, the
banking facilities were fully utilised.
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In the process of applying the Group's accounting policies which are described in note 2,
the following are the key assumptions concerning the future, and other key sources of
estimated uncertainty at the end of the reporting period that may have a significant risk
of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year.

)

i)

Impairment of property, plant and equipment and land lease premium

The recoverable amount of an asset is the higher of its fair value less cost to sell
and value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks specific to the asset,
which requires significant judgement relating to level of revenue and amount of
operating costs. The Group uses all readily available information in determining an
amount that is a reasonable approximation of the recoverable amount, including
estimates based on reasonable and supportable assumptions and projections of
revenue and operating costs. Changes in these estimates could have a significant
impact on the carrying value of the assets and could result in additional impairment
charge or reversal of impairment in future periods.

The carrying amount of property, plant and equipment is HK$11,368,000 (2010:
HK$3,624,000) (see note 13 for details).

Estimated fair value of investment property

The investment property was revalued at the end of the reporting period on market
value of existing use basis by independent qualified valuers. Such valuations were
based on certain assumptions, which are subject to uncertainty and might materially
differ from the actual results. In making the judgement, the Group considers
information from current prices in an active market for similar properties and uses
assumptions that are mainly based on market conditions existing at each end of the
reporting period.

The carrying amount of investment property is HK$73,959,000 (2010:
HK$73,959,000) (see note 15 for details).
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Estimated impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in
use of the cash-generating units to which goodwill has been allocated. The value
in use calculation requires the Group to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount rate in order to calculate
the present value. Where the actual future cash flows are less than expected, a
material impairment loss may arise. As at 31 December 2011, the carrying amount
of goodwill is HK$622,703,000 (2010: HK$Nil) (see note 18 for details).

Impairment of receivables

The Group maintains impairment allowance for doubtful debts based upon
evaluation of the recoverability of the accounts receivables and other receivables,
where applicable, at each end of the reporting period. The estimates are based
on the aging of the accounts receivables and other receivables balances and the
historical write-off experience, net of recoveries. If the financial condition of the
debtors were to deteriorate, additional impairment allowance may be required.

Impairment losses on short-term loans receivable

The provisioning policy for impairment of short-term loans receivable of the Group
is based on the evaluation of collectability and ageing analysis of the receivables
and on management’s judgments. A considerable amount of judgment is required
in assessing the ultimate realization of short-term loans receivable from these
customers, if applicable, including the current creditworthiness and the past
collection history of each customer. If the financial conditions of customers of
the Group were to deteriorate, resulting in an impairment of their ability to make
payments, additional provision for impairment may be required. As at 31 December
2011, the carrying amount of short-term loan receivables is HK$809,596,000 (2010:
HK$186,209,000).

Short-term loans receivable mainly include financing advances provided to customers
which are secured by real estate. Apart from assessing the financial positions of
customers, the management further reviews value of the pledged real estate by
reference to recent market transactions in comparable properties. If the market
value of secured real estate is deteriorated and is below the carrying amount of the
corresponding financing advances, provision on impairment may be required.
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Vi)

vif)

viff)

ix)

Estimated fair value of available-for-sale investments

The fair value of financial instruments in active markets (such as trading securities)
is based on quoted market prices at the end of the reporting period. The quoted
market price used for financial assets held by the Group is the closing bid price at
the end of the reporting period.

The fair value of financial instruments that are not traded in active market is
determined based on available recent market information such as most recent
market transaction price with third parties and the latest available financial
information existing at each end of the reporting period.

Write down of inventories

The management of the Group reviews its inventories at the end of each reporting
period and write down inventories to net realisable value. Management estimates
the net realisable value for such items based primarily on the latest invoice prices
and current market conditions. The Group carries out an inventory review on a
product-by-product basis at each statement of financial position date and make
allowance for obsolete items.

Recognition of deferred tax assets

The recognition of deferred tax assets requires formal assessment by the Group of
the future profitability of related operations. In making this judgement, the Group
evaluates, amongst other factors, the forecast financial performance, changes in
operational and financing cashflows.

Acquired intangible assets

Acquired intangible assets are trademarks for convenience chain stores operations.
They are amortised over their estimated useful lives. The valuation and estimated
useful lives of trademarks is dependent on a number of assumptions and
judgements, such as expected cash flows, customer attrition, and royalty rates,
variations in which could produce different values and/or useful lives.
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Income taxes

As at 31 December 2011, no deferred tax asset (2010: Nil) in relation to unused tax
losses HK$54,253,000 (2010: HK$18,422,000) has been recognised in the Group
consolidated statement of financial position due to the unpredictability of future
profit streams. The realisability of the deferred tax asset mainly depends on whether
sufficient future profits or taxable temporary differences will be available in the
future.

Provision for loan quarantees

When determining the amounts to be recognised in respect of liabilities arising
from the loan guarantee business, the Article 31 of Tentative Measures for the
Administration of Financing Guarantee Companies. As at 31 December 2011,
liabilities arising from the loan guarantee business are HK$1,851,000 (2010: Nil).
Where the actual defaults on loan guarantees are higher than expected, a material
loss may arise (see note 31 for details of loan guarantee contracts).

In determining the carrying amounts of some assets and liabilities, the Group makes
assumptions for the effects of uncertain future events on those assets and liabilities at
the end of the reporting period. These estimates involve assumptions about such items
as cash flows and discount rates used. The Group's estimates and assumptions are based
on historical experience and expectations of future events and are reviewed periodically.
In addition to assumptions and estimations of future events, judgements are also made
during the process of applying the Group’s accounting policies.

Certain available-for-sale financial assets are stated at cost less impairment. Judgement
is required when determining whether an impairment existed. In making this judgement,
historical data and factors such as industry and sector performance and financial
information regarding the investee are taken into account.
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The Group’s major financial instruments include equity investments, cash and cash equivalents,
borrowings, accounts receivable, other receivables, short-term loans receivable, interests
receivable, accounts payable, other payables, liabilities arising from loan guarantee contracts
and tax payable. Details of the financial instruments are disclosed in respective notes. The
risks associated with these financial instruments include credit risk, liquidity risk, currency
risk, interest rate risk and other price risk. The policies on how to mitigate these risks are set
out below. The management manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

iii)

Vi)

Vii)

Credit risk refers to the risk that a counterparty will default on its contractual
obligations resulting in financial loss to the Group. The Group has adopted a policy
of only dealing with creditworthy counterparties and obtaining sufficient collateral,
where appropriate, as a means of mitigating the risk of financial loss from defaults.

As at 31 December 2011, the maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the consolidated statement of financial
position after deducting any impairment allowance.

In respect of accounts receivable, other receivables, short-term loans receivable, and
interests receivable in order to minimise risk, the management has a credit policy
in place and the exposures to these credit risks are monitored on an ongoing basis.
Credit evaluations of its customers’ financial position and condition are performed
on each and every major customer periodically. These evaluations focus on the
customer’s past history of making payments when due and current ability to pay,
and take into account information specific to the customer as well as pertaining to
the economic environment in which the customer operates. The Group does not
require collateral in respect of accounts receivable, other receivables. Debts are
usually due within 30 days from the date of billing. In addition, the management
of the Group reviews the recoverable amount of each individual at the end of
the reporting period to ensure that adequate impairment losses are made for
irrecoverable amounts. In this regard, the directors of the Company consider that the
Group and the Company’s credit risk is significantly reduced.

In respect of accounts receivable, other receivables, short-term loans receivable
and interests receivable, the Group's exposure to credit risk is influenced mainly
by the individual characteristics of each customer. The default risk of the industry
and country in which customers operate also has an influence on credit risk. At the
end of the reporting period, the Group had no significant concentrations of credit
risk which individual balance exceeds 10% of the total accounts receivable, other
receivables, short term loans receivable and interests receivable at the end of the
reporting period.

The majority of the Group’s investments are liquid securities listed on the recognised
stock exchanges. No exposure to credit risk is expected.

The credit risk on cash and cash equivalents is limited because the counterparties are
banks with high credit ratings assigned by international credit-rating agencies.

Further quantitative disclosures in respect of the Group’s exposure to credit risk
arising from accounts receivables, interests receivable, short-terms loans receivable
and other receivables are set out in notes 20, 21, 22 and 26.
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The Group is responsible for its own cash management, including the short term
investment of cash surpluses and the raising of loans to cover expected cash demand,
subject to board approval. The Group’s policy is to regularly monitor current and expected
liquidity requirements and its compliance with lending covenants to ensure that it
maintains sufficient amount of cash and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in the short and longer term. The
Group relies on bank borrowings as the major source of liquidity.

The following liquidity table set out the remaining contractual maturities at the end of
the reporting period of the Group’s financial liabilities based on contractual undiscounted
cash flows (including interest payments computed using contractual rates or, if floating,
based on rates current at the statement of financial position date) and the earliest date
the Group and the Company required to pay:

Group
2011 2010
More than  More than Total More than ~ More than Total
Within 1 1yearbut 2 years but contractual Within 1 1yearbut  2yearsbut  contractual
year or on less than less than  More than undiscounted Carrying year or on less than less than  undiscounted Carrying
demand 2 years 5 years Syears  cash flow amount demand 2 years 5 years cash flow amount

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

Non-derivative financial liability
Bank borrowings

~variable rates 55,001 - - - 55,001 49,175 25,803 4954 14,056 44,813 42,080
Account and other payables 189,174 - - - 189,174 189,174 63,805 - - 63,805 63,805
Liabilities arising from loan

guarantee contracts 1,851 - - - 1,851 1,851 - - - - -
Tax payable 35,011 - - - 35,011 35,011 1,510 - - 1,510 1,510

281,037 - - - 81037 25 91,118 4954 14056 110128 107,395
Company
2011 2010
More than Total More than Total
Within 1 1year but contractual Within 1 Tyearbut  contractual
yearoron less than undiscounted Carrying  year oron less than  undiscounted Carrying
demand 2years  cash flow amount demand 2years  cash flow amount

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

Non-derivative
Financial liability
Other payables 13,325 - - 13,325 571 - 571 571
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The Group is exposed to cash flow interest rate risk in relation to variable-rate bank
borrowings (see note 32 for details of these borrowings).

),

1)

Interest rate profile

The following table details the interest rate profile of the Group’s and the
Company’s borrowings at the end of the reporting period:

Group
2011 2010
Effective Effective
interest interest
rates rates
% HK$'000 % HK$'000
Variable rate
Borrowings:
Bank loans 6.56% 33,305 6.53% 42,080
Variable rate bank
balances and
deposit 0.5% 205,742 0.36% 339,954

Sensitivity analysis

All of the bank loans of the Group which are fixed rate instruments are insensitive to
any change in interest rates. A change in interest rates at the end of the reporting
period would not affect profit or loss.

At 31 December 2011, it is estimated that a general increase/decrease of 100
basis points in interest rates for variable rate bank balances and deposits and bank
borrowings, with all other variables held constant, would decrease/increase the
Group’s profit after tax and retained profits by approximately HK$875,740 (2010:
HK$1,154,000). Other components of consolidated equity would not change in
response to the general increase/decrease in interest rates.

The sensitivity analysis above has been determined based on the exposure to
interest rates at the end of the reporting period. The analysis is prepared assuming
the financial instruments outstanding at the end of the reporting period were
outstanding for the whole year. A 100 basis points (2010: 100 basis points) increase
or decrease in interest rates is used when reporting interest rate risk internally to key
management personnel and represents management’s assessment of the reasonably
possible change in interest rates. The analysis is performed on the same basis for
2010.
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The Group is exposed to currency risk primarily through sales and purchases which
give rise to receivables, payables and cash balances that are denominated in a foreign
currency, i.e. a currency other than the functional currency of the operations to which
the transactions relate. The currencies giving rise to this risk is United States dollars (“US
dollar”) and Renminbi (“RMB").

However, since the pegged rate between the Hong Kong dollar and the United States
dollar would be materially unaffected by any changes in movement in value of the United
States against other currencies. Therefore, the currency risk arising from US dollar is
remote.

RMB is not freely convertible into foreign currencies. All foreign exchange transactions
involving RMB must take place through the People’s Bank of China (“PBOC") or other
institutions authorised to buy and sell foreign exchange. The exchange rate adopted for
foreign exchange transactions are the rates of exchange quoted by the PBOC that would
be subject to a managed float against an unspecified basket of currencies.

Foreign currency payments, including the remittance of earnings outside the PRC, are
subject to the availability of foreign currency (which depends on the foreign currency
denominated earnings of the Group) or must be arranged through the PBOC with
government approval.

All the revenue-generating subsidiaries of the Company are transacted in RMB.
Depreciation or appreciation of the RMB against foreign currencies can affect the Group’s
results. The Group did not hedge its currency exposure.

The Group is exposed to equity price changes arising from equity investments classified
as financial assets at fair value through profit or loss (see note 24) and available-for-sale
investments (see note 19).

The Group's listed investments are listed on the recognised stock exchanges. Decisions
to buy or sell financial assets at fair value through profit or loss are based on daily
monitoring of the performance of individual securities compared to that of the Index and
other industry indicators, as well as the Group’s liquidity needs. Listed investments held
in the available-for-sale portfolio have been chosen based on their longer term growth
potential and are monitored regularly for performance against expectations. The portfolio
is diversified in terms of industry distribution, in accordance with the limits set by the
Group.
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At 31 December 2011, it is estimated that an increase/(decrease) of 10% (2010: 10%)
in the relevant stock market index (for listed investments), the price/earning ratios of
comparable listed companies (for unquoted investments) as applicable, with all other
variables held constant, would have increased/decreased the Group’s profit after tax and
retained profit as follows:

Group
2011 2010
Effect on Effect on
profit after profit after
tax and tax and
retained retained
profits profits
HK$°000 HK$'000
Change in the relevant
equity price risk
variable:
Increase 10% 5,487 10% 6,723
Decrease (10)% (5,487) (10)% (6,723)

The sensitivity analysis indicates the instantaneous change in the Group’s profit after tax
and retained profits that would arise assuming that the changes in the stock market index
or other relevant risk variables had occurred at the end of the reporting period and had
been applied to re-measure those financial instruments held by the Group which expose
the Group to equity price risk at the end of the reporting period. It is also assumed that
the fair values of the Group’s equity investments would change in accordance with the
historical correlation with the relevant stock market index or the relevant risk variables,
that none of the group’s available-for-sale investments would be considered impaired as
a result of the decrease in the relevant stock market index or other relevant risk variables,
and that all other variables remain constant. The analysis is performed on the same basis
for 2010.
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Financial instruments carried at fair value

The following table presents the carrying value of financial instruments measured at
fair value at the end of the reporting period across the three levels of the fair value
hierarchy defined in HKFRS 7, Financial Instruments: Disclosures, with the fair value
of each financial instrument categorised in its entirety based on the lowest level of
input that is significant to that fair value measurement. The levels are defined as
follows:

o Level 1 (highest level): fair values measured using quoted prices (unadjusted) in
active markets for identical financial instruments

o Level 2: fair values measured using quoted prices in active markets for similar
financial instruments, or using valuation techniques in which all significant
inputs are directly or indirectly based on observable market data

e Level 3 (lowest level): fair values measured using valuation techniques in which
any significant input is not based on observable market date

2011 2010
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
HK$'000  HKS'000  HKS$'000  HKS$'000  HK$'000  HK$'000 HK$'000 HK$'000

Assets
Financial assets at fair
value through profit

or loss 3,898 - - 3,898 35,558 - - 35,558

Available-for-sale
investments 61,814 - - 61,814 44,961 - - 44,961
65,712 - - 65,712 80,519 - - 80,519

During the year there were no significant transfers between instruments in Level 1 to
Level 2 or Level 3.
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i) Fair value of financial instruments carried at other then fair value

The carrying amounts of the Group’s and the Company's financial instruments
carried at cost or amortised cost are not materially different from their fair values as
at 31 December 2010 and 2011.

The Group’s objectives when managing capital are to ensure that entities in the Group
will be able to continue as a going concern while maximising the return to shareholders
through the optimisation of the debt and equity balance. The management reviews the
capital structure by considering the cost of capital and the risks associated with each
class of capital. In view of this, the Group will balance its overall capital structure through
the payment of dividends, new share issues as well as the issue of new debt or the
redemption of existing debt as it sees fit and appropriate.

The Group monitors capital on the basis of the gearing ratio. The ratio is calculated as net
debt divided by total capital. Net debt is calculated as total borrowings less cash and cash
equivalents. Total capital is calculated as “equity” as shown in the consolidated statement
of financial position plus net debt. During 2011, the Group's strategy, which was
unchanged from 2010, was to maintain a gearing ratio within 3% to 6%. The gearing
ratios as at 31 December 2011 and 31 December 2010 were as follows:

Group Company
2011 2010 2011 2010
HK$'000 HK$'000 HK$'000 HK$'000
Interest-bearing bank loans 49,175 42,080 - -
Total borrowings 49,175 42,080 - -
Total equity 1,567,278 774,142 1,308,823 564,079
Gearing ratio 3.14% 5.44% N/A N/A

Neither the Company nor any of its subsidiaries are subject to externally imposed capital
requirements.
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The following summarises the major methods and assumptions used in estimating the fair
values of the following financial instruments.

[)  Listed securities

Fair value is based on listed market price at the end of the reporting period without
any deduction for transaction costs.

i) Interest-bearing loans and borrowings

The fair value is estimated as the present value of future cash flows, discounted at
current market interest rates for similar financial instruments.

The directors regard Mr. Cheung Siu Lam through his direct shareholding in the Company as
being the ultimate controlling party. The Company does not have any parent company.
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A summary of the published results and of the assets and liabilities of the Group for the last five
financial years, as extracted from the published audited financial statements and reclassified or
restated as appropriate, is set out below.

Year ended 31 December

2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Results
Turnover 382,127 217,022 2,073,083 1,777,062 662,288
Profit for the year 59,375 32,146 42,614 255,874 6,317
Attributable to:
Owners of the Company 57,302 25,355 26,303 247,686 6,330
Non-controlling interest 2,073 6,791 16,311 8,188 (13)
59,375 32,146 42,614 255,874 6,317

As at 31 December

2011 2010 2009 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

Assets and liabilities

Total assets 1,866,949 885,740 2,087,814 1,821,954 715,097
Total liabilities (299,671) (111,598)  (1,246,765) (1,040,167) (327,365)
Non-controlling interest (30,930) (8,313) (104,216) (87,647) (9,710)

Balance of total equity
attributable to owners of
the Company 1,536,348 765,829 736,833 694,140 378,022
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