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Introduction

The world economy was under slow growth with different growth
rate in different economic entities. According to statistics, the global
economic growth rate was 3.3%, the same as 2013, with 1.8%
growth rate in developed countries. Among them, US recovery was
stable, the Euro zone got a turn-around of the negative rate last
year, and Japan dropped. The growth rate was 4.4% for emerging
market, sustaining the declining trend since 2010. The US labour
market changed positively with unemployment rate decreased.
The Euro zone, Japan and the emerging market have improving
conditions with different pace of growth.

The operation of macro economy in China was stable and in a
rational interval. There were positive changes and highlights but
the force of investment growth was weak and financing bottleneck
led to operating difficulties and downside economic pressure. The
government has put forward policy steps to accelerate economic
growth on a more sustainable footing. Policy efforts included
loosing credit control, tax reduction, local society rebuilding,
infrastructure development and improvement, balancing export
trade, expanding electronic shopping and other social capital
projects etc. On the other hand, the government is planning to
use both financial and fiscal policies to promote internal growth.
These will help improving employment, raising resident income, and
accelerating infrastructure development etc to stimulate domestic
demand.
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Chairman’s Statement (Continued)
EER{E(E)

Business Review

During the year, the domestic retailing industry was facing fierce
competition. The increase in direct operating costs and the rapid
growth of electronic shopping, retail chain giants have generally
adopted a more conservative operation strategy. Apart from taking
cautious attitude towards opening new store, closing of loss making
stores was a key point this year. Despite the undesirable business
environment, the Group has attained a satisfactory result.

In 2014, retail industry was generally operating under difficulties.
Despite the negative factors, the Group has made changes to
its operation and attained a stable result. For the year ended
31 December 2014, the Group has revenue of approximately
RMB821.2 million, representing a year-on-year decrease of
approximately 2.9%; gross profit of approximately RMB100.9
million, representing a year-on-year decrease of approximately
17.3%; and consolidated net profit of approximately RMB58.7
million, representing a year-on-year increase of approximately
29.3%. The main reason for the increase in revenue was launching
more sales promotion and enlarging the product mix in our
direct sales floor. In addition, we have added more brand name
concessionaires to our stores. These resulted in increase in sales
turnover.

During the year, the Group has completed renovation enhancement
to the stores. Approximately RMB20 million has been spent for the
store enhancement of Longhua store, giving a fresh appearance to
customers. Other than the exterior remodeling, we have changed
the business mode by adjusting the sales mix and strengthening
shopping experience. The Gongming and Shajing stores were
subsequently adjusted based on the Longhua model. Besides,
various electronic means of spending were used to expand our
shopping exposure and various kind of electronic payment methods
were introduced. The 020 shopping method has been explored.
On the administration side, we have contracted with several service
providers to take charge of the security management, Computer
system maintenance, and periodic stock taking etc.
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Chairman’s Statement (Continued)
BEERTEE)

Following the market desire, brand recognition has been enhanced
this year. A new logo has been build up which represented
maximum vigor, quality and pleasure in our store to replace the
obsolete logo. We have completed the trademark registration,
formulated and implemented the marketing plan, and incorporated
into our store items to pave way for future development of the
Group.

On the investment aspect, fund has been put into various
investee companies. Apart from setting up new subsidiary for
the wholesale of consumables to government departments, one
internet operator were identified for investment during the year. This
helped to broaden our investment scope to avoid the risk of single
business. At the end of the year, the Group has concluded with
another internet operator and a theme restaurant to explore new
opportunities. New investment opportunities will continuously be
found to increase the payback to shareholders.

Prospects

Looking forward to the year 2015, the country’s economy will
have a favourable growth and recovery. But limited by the country
policy and geopolitics clash, there are still many uncertainties. The
domestic policies and reform factor will support the fast economic
growth. Nevertheless, some short term, structural and long lasting
factors will hinder the stable growth of economy.

With the existence of unfavourable factors and risks, the world
economy has many uncertainties. The world economy has not been
restated to the pre-crisis growth level. Protectionism continuously
appears and labour costs continue to rise which lowered the
competitive power of China. The trade policy of the giant nations will
have a great impact on China. Besides, the real estate market has
become saturated, the campaign of environmental protection has
created bonding for business, and the year of 2015 has become
the final year of reform for the twelveth internal. All these limit the
possibilities of fast economic growth.
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Chairman’s Statement (Continued)
EER{E(E)

The Directors believe that both opportunities and challenges await
ahead, and the retailing industry will compete and develop in a more
better and fair market environment.

For the business development aspect, the Group will keep the
concept “reorganize the internal resources and develop the retail
chain business”, to strengthen the management, reiterate the
competitive strength, upgrade the brand image and expanding
in a stable manner. The Group will focus on the development in
Guangdong and Guangxi by making use of different expanding
mode including “acquisition, merging, holdings and joint venture”.

On behalf of the Board, | would like to express my sincere
appreciation to all staff for their dedication and contribution to the
Group, and would like to express my gratitude to all shareholders,
business partners, and valuable customers for their utmost support
to the Group.

Zhuang Lu Kun
Chairman

Shenzhen, the PRC
27 March 2015

10 JIAHUA STORES HOLDINGS LIMITED e Annual Report 2014

EXRE #EEABYT AETEXRH
SHEENTEMR S TIHRE S 5%
B’ o

EEBERIE  RARNSUIEBEER
BREH|ZER  MBRERE  REHBF
N BIARBER - AR RATR - TN
RIERAK - BREREEATREERTD
€ FEOFA KR - &6 2 2RIF
ZRTAIMEMS - BINHFE

AABREEERAAEESH R TS
CEXTERE T E T ES
BBHRELERESHEBOANTH R
BE -

BEER
FERE

R BRI
—E-RF=A-++H



BIOGRAPHY OF DIRECTORS AND
SENIOR MANAGEMENT
EERSEEEAESHE

Directors

Executive Directors

Mr. Zhuang Lu Kun (PE#), aged 54, is the founder, executive
Director and the chairman of the Group. He is responsible for the
overall management, strategic planning and major decision making
of the Group. Mr. Zhuang is the father of Mr. Zhuang Xiao Xiong.
Mr. Zhuang has over 20 years of experience in the retail industry.
He had served as a honorary deputy chairman of Shenzhen General
Chamber of Commerce (AT 4EEE), a standing committee
member of Shenzhen Committee of Chinese People’s Political
Consultative Conference (&IIITTE#), a member of the Shenzhen
Committee of the China National Democratic Construction
Association (FEBIREZE ), a member of the China General
Chamber of Commerce (B %84 €), a deputy chairman of
Shenzhen Private Entrepreneur’s Chamber of Commerce (&3
TREZMEZREE), a deputy chairman of Shenzhen Franchise
Association (FINTTEERFETTEHE), and a honorary chairman
of Shenzhen Baoan General Chamber of Commerce (FYIE % =
7). Mr. Zhuang graduated from Guangdong Administrative
and Management College (ERTTEZFL) majoring in modern
management in July 1999, and obtained the Master of Business
Administration of senior management from the Sun Yat-sen
University (1L KX2). He also received the award of “Paragon
of Work” of Guangdong province (ER &4 BIEHEIR) in May
2003 and the award of Outstanding Staff Care Private Ownership
Entrepreneur (ZEIIE B TEFRELPER) in September 2006.
He was elected as the Top Ten Person of the Year in Commerce
of Guangdong in 2007 and the Top Ten Creditable Entrepreneur in
the Integrated Retail Industry in China in the year 2007 and 2009
respectively, and the deputy chairman of the Hong Kong Volunteers
Federation in 2014. Mr. Zhuang has served the Group for over 20
years.

Mr. Zhuang Pei Zhong (35T %), aged 53, is an executive Director
and the chief financial officer of the Group. He is responsible for the
financial accounting and information system management of the
Group. Mr. Zhuang obtained an undergraduate diploma in financial
accounting from Guangdong Radio and Television University
(BEEREZEEIRAE) in 1990 and pursued advanced studies in
management in Sun Yat-Sen University. Mr. Zhuang joined the
Group in August 1995 and has over 20 years of experience in the
retail industry. Mr. Zhuang was accredited senior membership of
the International Profession Certification Association (BIR R
#% &) and membership of the China Association for Employment
Promotion (FF Bt #(2# &) in 2008 and has obtained a master
degree in business administration from the University of Wales in
England in 2014. Mr. Zhuang has served the Group for over 18
years.
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Biography of Directors and Senior Management (Continued)
EENEEEEAESEE(E)

Mr. Gu Wei Ming (BE# 8), aged 46, is an executive Director
and the deputy general manager of the Group responsible for the
management of executive and office administration of the Group.
He joined the Group in August 1997 and has over 20 years of
experience in the retail industry. In 2014, Mr. Gu has obtained the
master degree in business administration from University of Tianjin
of China. Mr. Gu has served the Group for over 18 years.

Mr. Zhuang Xiao Xiong (¥ /) #), aged 32. Mr. Zhuang obtained
from the University of Luton, United Kingdom a bachelor of
arts degree in business administration in 2005 and a master of
science degree in finance and business management in 2006. Mr.
Zhuang was elected the deputy chairman of Shenzhen General
Chamber of Commerce (Association of the Industrialists and
Businessman) (IIT A& & (L)) and a committee member
of the Baoan District of Shenzhen of the Chinese People’s Political
Consultative Conference (B &I E L [@Z B €) in 2009 and
2011 respectively. Mr. Zhuang is the son of Mr. Zhuang Lu Kun and
Mrs. Zhuang Su Lan. He joined the Group as full time member in
2006 and is responsible for the overall operation management of
the Group. Mr. Zhuang has served the Group for over 9 years.

Independent non-executive Directors

Mr. Chin Kam Cheung (8 83%f), CPA (practising), FCMA, aged
57, is a practising accountant in Hong Kong. Mr. Chin is a fellow
member of the Chartered Institute of Management Accountants
and a member of the Hong Kong Institute of Certified Public
Accountants. He has extensive experience in auditing, accounting
and financial management. Mr. Chin has served the Group for over
7 years.

Mr. Sun Ju Yi (BE %), aged 62, graduated from the Finance and
Economic Institute of Tianjin in the PRC in 1978 and underwent
a master research study program at the Finance and Economics
Institute of Tianjin in the PRC in 1978. He is a senior accountant
and a registered accountant in the PRC. He had been a lecturer
of the Finance and Economic Institute of Tianjin and the assistant
to the principal of Shenzhen Zhong Hua Accounting Firm. Mr. Sun
has over 30 years of experience in financial lecturing, accounting,
auditing and corporate financial management. Mr. Sun was an
independent non-executive director of Jinchuan Group International
Resources Co. Ltd (formerly known as Macau Investment Holdings
Limited) (SEHK: 02362). He is a director of Gemdale Corporation (&
£ E) (600383.SH), a listed PRC nationwide property developer.
Mr. Sun has served the Group for 2 years.

Mr. Ai Ji (X&), aged 61, graduated from Hunan Radio and
Television University (415 E#EE1RAZ) with a bachelor’s degree
in law and obtained the qualification of a practising lawyer in
1988. Mr. Ai is a practising lawyer in the PRC, has worked for
Hunan Chuhua Law Firm (#F81 2= £/ E#FT) and Guangdong
ShenTianCheng Law Firm (¥ & AR £ E15F7), and has
joined the Yingke Law Firm (BEHZRIZE5FT) as a senior partner
currently. He is a member of the standing committee of the
National Committee of the Chinese People’s Political Consultative
Conference (Shenzhen) (FRIARBUEHEERANTEZER), a
member of various committees (including member of the sixth and
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Biography of Directors and Senior Management (Continued)
EENSEEEAESHEE(E)

seventh sessions of standing committee of Guangdong, deputy
chairman of legal system committee, and deputy chairman of
the fifth and sixth sessions of Shenzhen committee) of the China
Democratic National Construction Association (FEIR T2 ).
Mr. Ai practised as a legal counsel and accumulated over 36 years
of experience in various commercial and law firms in the PRC. Mr.
Ai has served the Group for over 7 years.

Senior Management

Mr. Li Dong (Z#), aged 40, is the human resources manager
responsible for overall manpower management of the Group. Mr.
Li obtained a certificate of Business Administration from the Open
University of China in 2011. Mr. Li has served as store manager,
deputy manager of the human resources department, the chief
operation officer, the general manager of the Guangxi subsidiary
and the deputy manager of the procurement department. Mr. Li has
over 16 years of experience in the retail industry. Mr. Li has served
the Group for over 11 years.

Mr. Zhuang Ru Zhao (§3%#), aged 33, is the deputy manager of
the department store responsible for the operation and business
invitation management of the Group. Mr. Zhuang obtained the
certificate of Education Management and the master degree of
Business Administration from the South China Normal University
of China and University of Wales in England in 2005 and 2014
respectively. Mr. Zhuang joined the Group in 2005. He has worked
for the positions of office administration manager, senior executive
manager and chairman of labour union. Mr. Zhuang has served the
Group for over 9 years.

Ms. Liu Chuan Yan (%/{&¥%), aged 41, is the manager of
department store management responsible for store operating
management of the Group. Ms. Liu obtained a certificate from
the Tianjin College of Finance and Economics in 1996. She was
a manager of Hua Qiang Commercial Management Limited and
Baoneng Commercial Management Limited. Ms. Liu has over 10
years of experience in the retail industry. Ms. Liu joined the Group
last year.

Company Secretary

Mr. Ho Yuet Lee, Leo ({fA1# %), FCCA, CPA, ACIS, ACS, aged
41, is the finance manager and company secretary of the Group.
Mr. Ho obtained a degree of bachelor of Business Administration
(Honours) in Accounting from the Hong Kong Baptist University
in 1995 and a master degree in Corporate Governance from the
Hong Kong Polytechnic University in 2008. He is a fellow member
of the Association of Chartered Certified Accountants, an associate
member of the Hong Kong Institute of Certified Public Accountants,
an associate member of the Hong Kong Institute of Chartered
Secretaries and an associate member of the Institute of Chartered
Secretaries and Administrators. Mr. Ho has over 15 years of
experience in accounting, auditing and corporate finance. Mr. Ho
has served the Group for over 8 years.
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Management Discussion and Analysis (Continued)
EEERE DM (E)

(A)

Industry Review

The development pace of China economy has been slowed
down. With the complex conditions both internally and
externally, the country has adopted a series of control
policies to pioneer the market, making the economy
progressively stable and the development pace normal. But
constraint by the internal structural problems, the upward
economic dynamic is still uncertain. The domestic economic
condition has resumed to a stable period.

According to the China Statistic Bureau, the GDP of the PRC
amounted to approximately RMB63,600 billion, representing
an increase of 7.4% over last year. Total retail sales of
consumer goods amounted to approximately RMB26,200
billion, representing an increase of 12.0% as compared
with the corresponding period last year. Among it, the
consumable goods retailing of above threshold limit entity
amounted to approximately RMB13,300 billion, representing
an increase of 9.3% over last year. Consumable goods
retailing in town amounted to approximately RMB22,600
billion, representing an increase of 11.8% over last year.
By spending pattern, commodity retailing amounted to
approximately RMB23,400 billion, up by 12.2%. The annual
per capita income amounted to RMB20,000. Among it, the
annual per capita income in town amounted to RMB29,000,
increased by 9.0% and the rise of wage related portion
increased by 9.7% as compared with last year.

China is undergoing economic consolidation decade. The
inward elastic demand of the PRC will be frozen, and the
adjustment and change to economic structure will be slowed
down. It is expected that the overall rate of increase of GDP
will achieve 7% in next year.
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BUSINESS REVIEW

During the year, the Group has directly operated 11 stores
with a total gross floor area of approximately 149,000 square
meters, principally located in the Guangdong (including
Shenzhen and Foshan) and Guangxi province. Among which,
ten of them (total gross floor area of approximately 146,000
square meters) are operating as retail stores and one of them
is used for leasing purpose. For the ten retail stores, seven of
them are in Shenzhen, one in Foshan and the remaining two
in Nanning of Guangxi. On the other hand, the Group has
owned the commercial property of Jiahua Ming Yuan. Except
for part of one floor being used as our own headquarters
office, the other commercial floors have been fully leased out
for rental income purpose.
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Strengthen the facility safety management to
minimize operation risk

In light of ageing of store facilities, there were
numerous safety management meetings held during
the year. Most of the problems identified have
been fully solved. According to professional advice,
independent power supply has been installed for fire
control equipment and power distribution plant has
been replaced to minimize the risk of fire and loss on
sales. Besides, all cooking machine in the sales floor
has been changed from gas supplied to electricity
supplied, and power distribution network has been
modified accordingly. To the end, these changes have
not only minimized the occurrence of fire accident
and lowered the cost by energy saving, but also
contributed to environment protection.

Introduce famous brand name with store
renovation enhancement

During the year, various stores have been renovated
to upgrade its store image. The enhancement
works started at Longhua store. The fashionable
appearance acts as the model for other stores and
future new shopping arcade. The effect applied to
the Gongming and Shajing stores and got excellent
result. Featured restaurants and luxury watch
sellers have been included in our shop list. For the
supermarket portion, delicate store concept has
been introduced with new shopping experience and
facilities. Added with the stylish exterior appearance,
the image and service quality have been upgraded.

Build up new logo to create boundless idea

The existing logo has been used since 1995 and
became a local traditional department store name.
With the passage of time, this brand image has
become obsolete and losing its competitive power,
giving an old-fashioned impression to customers.
During the year, the Group invited famous Hong Kong
designer to build up its new logo with future plan and
operation direction injected into it. The lateral view
of the new logo is similar to the Arabian figure “one
hundred”, meaning full marks for the satisfaction
of service provided, the product quality, and the
shopping mood of customers. Besides, the shape of
the new logo likes the infinity symbol in mathematic,
representing the Company’s energy, vigor and charm
go beyond limit.
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Implement new management technique to
supplement store enhancement

During the year, new management technique has
been implemented to enhance objectivity and
cost saving. Independent third party stock taking
professional has been used to increase accuracy of
stock counting. Automatic cash register, e-shopping
and micro store (weixiaodian) have been set up with
various electronic payment method. Specialized
business operators are employed in the elite
supermarket to improve operation efficiency. In
addition, professional security service provider and
external IT maintenance vendor are contracted for
administration works to enhance service quality and
alleviate labour shortage. More importantly, the Group
has carried out satisfaction survey from suppliers,
staff and customers to obtain message for future
improvement and increase operation recognition.

Manage loss making stores by broadening
income source and reducing expenditure
Control measures have been enforced on loss-
making stores. On the income side, concessionaire
booths in supermarket has been increased, with
auxiliary facilities including kid’s land, movie
house, local vendors and special concessionaire
been introduced. On the outlay side, combined
management, increase department store
concessionaire vendors and rearrange staffing etc
have been used to lower operating costs. All in all,
these measures were used to ease the operating
burden of the Group.
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- Widen investment horizon to increase assets
return
For the commercial property of Jiahua Ming Yuan,
three floors were used for leasing purpose with
rental income produced. The Group has also leased
a portion of its occupied floor to a related party to
earn rental income. There was fair value gain in the
investment properties amounting to approximately
RMB10 million last year, and there would be
additional fair value gain of approximately RMB7
million this year. On the other hand, with the rapid
development of internet, the Group has invested into
one e-commerce entity amounting to approximately
RMB3.6 million, and drafted the investment plan with
another e-commerce entity during the year. These
help to broaden the investment horizon of the Group
and provide an opportunity to work with the investee
to complement the operating deficiency of the retail
business. As such, the market share in the fierce retail
industry is expected to increase.

OUTLOOK

Looking forward to 2015, the retail industry will still facing
the challenge from cost pressure and e-business. Although
the traditional retailer will still dominate the market, the profit
margin will drop with the vicious competition and e-business.
Despite this situation, the Group will orient to customer-
driven and accelerate the operating management to cope
with the shock brought about by the e-business. Apart from
this, all stores will be undergone enhancement renovation to
bring in new shopping experience to customers. Information
platform building will uplift customer profile and satisfaction.
On the investment side, the Group will continue to seek
appropriate opportunities, broaden operating scope and
increase shareholders’ return on equity.
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Financial review

Revenue

For the year ended 31 December 2014, total revenue of the Group
(that is, the aggregate proceeds from sales of goods, commission
from concessionaire sales, rental income from sub-leasing of shop
premises, rental income from investment properties and wholesale
of consumables) was approximately RMB821.2 million, representing
a decrease of 2.9% from approximately RMB846.1 million in 2013.

Affected by the increasingly competitive market environment and
the closure of Shatoujiao store last year, total sales of goods
declined by approximately 8.3% to approximately RMB628.6
million for the year of 2014. Sales margin was approximately 15.8%
for the year of 2014, which was lower than the sales margin of
approximately 17.8% for the year of 2013.

Commission from concessionaire sales decreased by approximately
4.7% to approximately RMB114.1 million for the year of 2014. The
decrease was mainly due to the closure of Shatoujiao store last
year. During the year, a subsidiary has commenced business for the
wholesale of consumables amounted to approximately RMB29.2
million. Rental income from investment properties increased
by approximately 957.3% to approximately RMB8.4 million for
the year. The increase was mainly due to full occupancy of the
investment properties.

Other operating income

Other operating income of the Group, which mainly comprised of
interest income, administration and management fee income from
suppliers, government grants and miscellaneous income, amounted
to approximately RMB74.9 million in 2014, representing an increase
of 20.3% from RMB62.3 million recorded in the year of 2013. This
was attributable to the increase in government grants and clearance
of overdue account of suppliers.

Cost of inventories sold

Cost of inventories sold represent the sales of goods and wholesale
of consumables. In line with the decline of sales of goods, the
Group’s cost of inventories sold declined to approximately
RMB529.4 million for the year ended 31 December 2014,
representing a decrease of approximately 6.1% from approximately
RMB563.7 million recorded in the year of 2013. Cost of wholesale
of consumables amounting to approximately RMB27.6 million
started to incur this year.

Increase in fair value of investment properties

Increase in fair value of investment properties decreased from
approximately RMB10.0 million for the year ended 31 December
2018, to approximately RMB7.0 million for this year, representing a
decrease of approximately 30.0% due to changing condition in real
estate market.
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Staff costs

The Group’s staff costs decreased by 3.3% from approximately
RMB90.3 million in 2013 to approximately RMB87.3 million in 2014.
The decrease was mainly due to the closure of Shatoujiao store last
year.

Depreciation

The Group’s depreciation decreased by 13.3% from RMB35.8
million in 2013 to approximately RMB31.0 million in 2014. The
drop was primarily due to full amortisation of part of the plant and
machinery. Depreciation as a percentage of total revenue of the
Group decreased from 4.2% in 2013 to 3.8% in 2014.

Other operating expenses

Other operating expenses consisted mainly of compensation
payment to landlord for early termination of Shatoujiao store.
Compensation payment increased by 80.0% from approximately
RMB5.0 million in 2013 to approximately RMB9.0 million in 2014.

Share of loss of an associate

The share of loss of an associate for year ended 31 December
2014 amounted to approximately RMB2.0 million representing the
Group’s share of results of its equity interests in Shenzhen Egoos
Mobile Internet Limited acquired during the year.

Finance cost

For the year ended 31 December 2014, finance cost of the Group
amounted to approximately RMB1.2 million, representing a
decrease of 66.6% from approximately RMB3.7 million recorded in
2013 due to the absence of promissory note interest this year.

Income tax expense

The Group’s income tax expense decreased by 15.8% from
approximately RMB21.5 million in 2013 to approximately RMB18.1
million in 2014 as the decrease in taxable profit of the Group.

Profit for the year

As a result of the reasons mentioned above, profit for the year
ended 31 December 2014 amounted to approximately RMB58.7
million, representing an increase of 29.3% from approximately
RMB45.4 million in 2013.
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LIQUIDITY AND FINANCIAL RESOURCES

The Group maintains a stable financial position. As at 31 December
2014, the Group had cash and bank balances of approximately
RMB321.7 million (2013: approximately RMB298.2 million). During
the year, the Group did not use any financial instruments for any
hedging purpose.

There was bank borrowing — secured of approximately RMB100.0
million as at 31 December 2014 (2013: approximately RMB100.0
million). The gearing ratio is around 17.5% (2013: 18.1%).

NET CURRENT ASSETS AND NET ASSETS

The Group’s net current assets as at 31 December 2014 was
approximately RMB191.6 million, an increase of 22.6% from the
balance of approximately RMB156.2 million recorded as at 31
December 2013.

Net assets slightly up to approximately RMB539.2 million,

representing an increase of approximately RMB38.2 million or 7.6%
over the balance as at 31 December 2013.
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REVENUE - TURNOVER

5.0% 1.0%

76.5%

WA -E%E
4.7% O1%

81.0%

O Sales of goods HEE M 628,619 685,619
® Commissions from concessionaire sales EEHEMSHAE 114,142 119,735
O Rental income from sub-leasing of shop premises S f/EHETE S WA 40,806 40,002
® Rental income from investment properties TEYENASIWA 8,448 799
O Wholesale of consumables 2 5 29,234 =
821,249 846,155
GROSS PROCEEDS T8 EARE
0472'2% 0.1%2.0%
A% 1 5% 1%2.0%
32.6% ° 35.0% :
63.3% 62.9%

2014

—E-—MmEF

RMB’000

AR¥T T
@ Sales of goods HEE R 628,619 685,619
O Concessionaire sales HEHE 1,221,901 1,230,052
® Rental income from sub-leasing of shop premises 9542 AFE S WA 40,806 40,002
O Rental income from investment properties KEMENHS WA 8,448 799
O Wholesale of consumables HEFFEM 29,234 =
1,929,008 1,956,472

FEFEE

ERERATE o —B—UEFR 23



Management Discussion and Analysis (Continued)
FEEERE D (E)

CORPORATE GOVERNANCE AND OTHER
INFORMATION

Risk Management

The activities of the Group expose it to a variety of financial risks,
including foreign exchange risk, credit risk, interest rate risk and
liquidity risk.

(i) Foreign currency risk
The Group has operation in the PRC so that the majority
of the Group’s revenues, expenses and cash flows are
denominated in RMB. Assets and liabilities of the Group
are mostly denominated in RMB and HK$. Any significant
exchange rate fluctuations of foreign currencies against RMB
may have financial impact to the Group.

(i) Credit risk
The Group has no significant concentrations of credit risk.
Most of the sales transactions were settled in cash basis or
by credit card payment. The carrying amount of trade and
other receivables included in the consolidated statement of
financial position represents the Group’s maximum exposure
to credit risk in relation to its financial assets.

(iii) Interest rate risk
The Group’s exposure to interest rate risk mainly arises on
cash and bank balances and bank borrowing-secured. The
Group has not used any derivative contracts to hedge its
exposure to interest rate risk. The Group has not formulated
a policy to manage the interest rate risk.

(iv)  Liquidity risk

The Group’s policy is to maintain sufficient cash and bank
balances and have available funding to meet its working
capital requirements. The Group’s liquidity is dependent
upon the cash received from its customers. The directors of
the Company are satisfied that the Group will be able to meet
in full its financial obligations as and when they fall due in the
foreseeable future.

Employees And Remuneration Policy

For the year ended December 2014, the Group had 1,626 full
time employees in average in the mainland China and Hong
Kong. The Group continues to recruit high calibre individuals
and provide continuing education and training for employees to
help upgrading their skills and knowledge as well as developing
team spirit on an on-going basis. During the year, total staff costs
were approximately RMB87.3 million. Competitive remuneration
packages are structured to commensurate with reference
to individual responsibilities, qualification, experience and
performance.
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Contingent Liabilities
As at 31 December 2014, the Group has no significant contingent
liabilities.

Capital Expenditure

For the year ended 31 December 2014, capital expenditures
of the Group for property, plant and equipment amounted to
approximately RMB28.1 million (2013: approximately RMB42.3
million).

Capital Commitments

As at 31 December 2014, the Group had capital commitments
contracted, but not provided for, amounting to approximately
RMB11.5 million (2013: approximately RMB4.3 million).

Subsequent Events
The Group did not have any other significant subsequent events
subsequent to 31 December 2014.
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Gross  Average of daily Average of daily
floor area transactions transactions

Commence (sg.m.) (Supermarket) (Department store)  Estimated no. of

operation  Storey EEMEE SHFHRZHEE SHEFHRZHYE  visitors per day

Retail stores HRLERE BB (FAX) (Em) (BE) G B HEEHA
FY14 FY13 FY14 FY13 FY14 FY13
20145  2013% 20145 2013% 2014F 2013F
Xixiang Pk i 1/10/1997 3 8,806 5,568 6,071 99 162 8,217 9,038
Shajing s 1/6/1999 5 20,978 4,540 5170 937 1,015 7,393 8,350
Songgang iNF 1/1/2001 5 23,134 6,524 7,422 1,252 1,289 11,274 12,630
Longhua BEE 1/11/2001 5 24,549 3,602 4,648 1,534 1,824 6,933 8,738
Gongming UN:E] 1/9/2002 4 21,843 7,320 8,020 1,310 1,378 11,651 12,686
Shatoujiao (Note 1) W EEA(FE1) 1/11/2006 4 11,110 - 1,620 - 205 - 2,646
Shiyan RE 1/1/2007 1 5852 5,905 6,574 847 825 8,440 9,249
Yanbu @y 1/1/2008 2 7,987 2,791 2,945 146 122 4,259 4,446
Dashatian KA H 1/1/2009 3 8,500 3,346 3,420 269 330 4,989 178
Sanlian =K 5/12/2009 4 9,600 2,849 3,945 - 35 3,561 4,974
Taoyuan Bk 30/12/2009 4 14,493 3,082 2,959 301 363 4,229 4,153
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Management Discussion and Analysis (Continued)
ERENwmR DM (E)

Gross proceeds

FIBRIEAE
(RMB million)
(ARBBET)

FY14 FY13
2014  2013F

Retail stores

Gross proceeds
per day
SRMBNEAE
(RMB thousand)
(AR®FT)

FY14 FY13
2014F  2013F

Gross proceeds
per operation area
per day
SAREEE
FERIERE
(RMB)
(AR%TT)

FY14
20145

Average value
per transaction
BRRHIHE
(RMB)
(ARET)
FY14 FY13
2014F  2013F

FY13
2013%

Xixiang Fash 84.0 86.0 230.2 235.7 28.8 29.5 441 40.9
Shajing DI 239.7 2583.2 656.8 693.8 33.0 34.9 124.2 116.4
Songgang e 339.1 326.3 929.2 894.0 48.6 46.8 122.7 105.9
Longhua B 336.0 377.2 920.7  1,033.7 44.0 49.4 181.7 161.9
Gongming UN:: 383.6 3741 1,061.1  1,0251 53.7 52.3 126.8 114.0
Shatoujiao (Note 1) DE (M) - 44.0 - 120.6 - 13.1 - 69.1
Shiyan A& 281.4 260.0 771.2 712.5 164.1 151.6 120.1 101.8
Yanbu B 40.6 38.7 111.4 106.1 18.6 16.9 38.9 35.5
Dashatian AW H 78.6 77.0 215.4 211.2 46.1 452 60.4 57.3
Sanlian =i 28.9 42.8 79.3 117.4 12.6 19.6 24.0 3141
Taoyuan B 79.6 74.9 218.2 205.3 22.2 20.9 65.1 63.8

Notes: BieE

1, This store has ceased business in July 2013. 1. ZAEER T —=FL A% -

2. The above-mentioned are unaudited figures and based on internal records. 2. BT REEZ BERIBEAIEERIEL ©
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CORPORATE GOVERNANCE REPORT

TEERRE

The Group fully acknowledges its obligations to its shareholders
andinvestors. For the year ended 31 December 2014, the Company
has been in strict compliance with the applicable legal and
regulatory requirements of domestic or foreign securities regulatory
authorities and has been devoted to improving the transparency of
its corporate governance and the quality of information disclosure.
The Group also attaches great importance on communication with
its shareholders and strives to ensure the timeliness, completeness
and accuracy of its information disclosure to its shareholders and
investors and to the protection the interests of investors. The Board
has strictly complied with the principles of corporate governance
and is dedicated to improving the management quality of the
Company and the standard of corporate governance continually in
order to protect and enhance value for shareholders. To this end,
the Company adopted the principles in the Corporate Governance
Code (the “Code”) set out in Appendix 14 of the Listing Rules with
the aim of enhancing the quality of corporate governance of the
Group. Such adoption was reflected in the Company’s Articles
of Association, internal rules and regulations and the corporate
governance implementation practices.

The Board is of the view that the Company has complied with the
code provisions set out in the Corporate Governance Code for the
year ended 31 December 2014 as contained in Appendix 14 of the
Listing Rules, except for the following deviations:

Code Provision A.6.7 of the Code requires that Independent Non-
executive Directors should attend general meeting. Due to other
commitments, two Independent Non-executive Directors of the
Company had not attended the annual general meeting of the
Company held on 28 May 2014.

Code provision E.1.2 of the Code requires that the chairman of the
board should attend the annual general meeting. Mr. Zhuang Lu
Kun, the Chairman of the Board was unable to attend the annual
general meeting of the Company held on 28 May 2014 due to his
other business engagements.
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E_E-NMFE+_A=+—HIEFEHETFE
AR RIS 4B R R EVR T RIM T Y
3

RAZST AT 2 T RHEXA6.7 5 - B IE#
TEFRHFERRKRE - ARABMBBIIF
HTEFREMEEMEBELFEARARFR
“E-MOFRA T N\BETHRREAFK

& o
=

RIBTAITZFRIGXEN 216  EFEEFE
EHEARRBZBRREFEFAE -BHRESFE
EFEABEHEERBEIC - BORELFEAR
AR=ZE—NFEFRA=-+NARTHREE
FAEG -

EEREERERLF « —Z2-—MNFFRH 27



Corporate Governance Report (Continued)
TEERRE (E)

BOARD

The Board consists of seven Directors, of whom four are executive
Directors including the chairman of the Board and three of whom
are Independent Non-executive Directors. Profiles and particulars
of the chairman of the Company and other Directors are set out
under the section headed “Biography of Directors and Senior
Management”. The term of service of each Director (including
Independent Non-executive Directors) is three years (two years
for Independent Non-executive Directors). Corresponding to the
term of service, all executive Directors have entered into service
contracts, which are valid for a term of 3 years (two years for
Independent Non-executive Directors) and renewable subject
to the applicable laws. The names of Directors referred herein
are members of the seventh session of the Board. The principal
responsibilities of the Board include:

- to formulate overall strategies, monitor operating and
financial performance and determine proper policies to
manage risks exposures arising in the course of achieving
the Group’s strategic goals;

- to oversee and review the Company’s internal control
system;

- to be ultimately responsible for the preparation of financial
statements of the Company and to assess the Company’s
performance, financial position and prospects in a balanced,
clear and comprehensible way in respect of the interim
and annual reports of the Company, other price-sensitive
announcements and disclosure of financial information
pursuant to the Listing Rules, reports submitted to the
regulatory authorities and information disclosure pursuant to
legal requirements;

- the executive Directors/management in charge of various
aspects of the operations of the Company are responsible
for the management of daily operations of the Company.
The Board is responsible for setting and handling policies,
financial and formulating affairs affecting the overall
strategy of the Company, including financial statements,
dividends policy, material changes to accounting policies,
annual operating budget, material contracts, key finance
arrangements, major investments and risk management
policies;

= the management has received clear guidelines and
instructions in respect of their authorities, especially under
all circumstances to report to the Board and to seek Board’s
approval prior to making any decision or entering into any
commitment on behalf of the Company; and
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Corporate Governance Report (Continued)
TEERBRE (&)

BOARD (Continued)

- to review the responsibilities and authorities delegated to the
executive Directors/management on a regular basis and to
ensure such arrangements are appropriate.

The members of the Board fully acknowledge their own duties
and obligations in treating all shareholders on an equal basis and
protecting the interests of all investors. The Company ensures that
documents and information relating to the businesses of the Group
are provided to Board members on a timely basis. The Independent
Non-executive Directors perform their duties in compliance with
relevant laws and regulations and safeguard the interests of
the Company and its shareholders as a whole. The Company
has received confirmation letters from each of the Independent
Non-Executive Director in respect of their independence pursuant
to Rule 3.13 of the Listing Rules.

Under the Articles of Association of the Company, at least
one-third of the Directors shall retire by rotation at the annual
general meeting and all newly appointed Directors will have to retire
at the next annual general meeting. The retiring Directors are eligible
to offer themselves for re-election.

Corporate Governance Functions
The Board is responsible for performing the functions set out in the
code provision D.3.1 of the CG Code.

During the year under review, the Board met periodically to review
the Company’s corporate governance policies and practices,
training and continuous professional development of directors and
senior management, the Company’s policies and practices on
compliance with legal and regulatory requirements, the compliance
of the Model Code and Written Employee Guidelines, and the
Company’s compliance with the CG Code and disclosure in this
Corporate Governance Report.

BOARD DIVERSITY POLICY

The Board has adopted a board diversity policy with effect from 2 July
2014 and discussed all measurable objectives set for implementing
the policy. The Company recognises and embraces the benefits of
having a diverse Board with a view to enhancing its effectiveness and
achieving a high standard of corporate governance. It endeavours to
ensure that the Board has a balance of skills, experience and diversity
of perspectives appropriate to the requirements of the Company’s
business. Selection of candidates will be based on a range of diversity
perspectives, including but not limited to gender, age, cultural and
educational background, experience (professional or otherwise),
talents, skills, knowledge, length of service and other qualities of
Directors. The ultimate decision of all Board appointments should be
based on meritocracy and the likely contributions that the selected
candidates will bring to the Board. The Nomination Committee has
reviewed such board diversity policy in the Year.
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Corporate Governance Report (Continued)
TEERRE ()

Continuous Professional Development BFEEELR

The individual training confirmation of each director received forthe AAFTEWI SN EEHREE S —NE

year ended 31 December 2014 is summarized below:- TZAZT—BIEFE2FIERE - HHE
B -

Attending seminar(s)
relevant to business
or directors’ duties

and responsibilities

HEEERR
Reading Materials EZREHEE
Directors MEEH ZHaeg
Executive Directors iTES
Mr. Zhuang Lu Kun TP v v
Mr. Zhuang Pei Zhong Hma Tk v v/
Mr. Gu Wei Ming BERLLE v v
Mr. Zhuang Xiao Xiong NS A v v
Independent Non-Executive Directors BUFHTES
Mr. Chin Kam Cheung IR E v/ v/
Mr. Sun Ju Vi BESEL 4 v
Mr. Ai Ji N krk v 4
COMMITTEES ZE8E

The monitoring and assessment of certain governance matters are AT EAREEMNER LT G ITEDBEEHR =
allocated to three committees which operate under written terms of PE]EEZEBESHENEZE S H T - HE XK
reference. The composition of the committees up to the date of this  #HHAILZEZTESHNKENT -

report is set out in the table below:

Audit Remuneration Nomination

Committee Committee Committee
Directors ERZEE FMZEES REZE®
Executive Directors HITES
Mr. Zhuang Lu Kun (Chairman) HEREE(EER) N - -
Mr. Zhuang Pei Zhong omBLE - Member % 8 -
Mr. Gu Wei Ming BERLLE - - Member % 8
Mr. Zhuang Xiao Xiong H/NERE - = =
Independent Non-executive BUFHTES
Directors
Mr. Chin Kam Cheung BRI A Chairman £/& Member X 8 Member X 8
Mr. Sun Ju Yi BREELE Member fX&  Chairman £/ Member F% &
Mr. Ai Ji N REE Member BX & Member 8  Chairman /%
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Corporate Governance Report (Continued)
TEERBRE (&)

AUDIT COMMITTEE

The Company has established an audit committee on 30 April
2007 with written terms of reference in compliance with the Listing
Rules. The audit committee comprises the three Independent Non-
executive Directors who together have substantial experience
in the fields of accounting, business, corporate governance and
regulatory affairs. The audit committee is responsible for reviewing
the accounting principles and practices adopted by the Company
as well as substantial exceptional items, internal controls and
financial reporting matters, which included a review on the audited
annual results for the year ended 31 December 2014.

In addition, the audit committee also monitors the appointment of
the Company’s external auditor.

REMUNERATION COMMITTEE

The Company has established a remuneration committee on 30
April 2007 with written terms of reference in compliance with the
Listing Rules. The remuneration committee comprises the three
Independent Non-executive Directors and one Executive Director.
The primary duties of the remuneration committee are to review and
determine the terms of remuneration packages, bonuses and other
compensation payable to Directors and senior management. In
addition, it has responsibility for reviewing and making appropriate
recommendations to the Board on the remuneration policy and
structure of all the Directors and senior management.

NOMINATION COMMITTEE

The Company has established a nomination committee on 30
April 2007 with written terms of reference in compliance with the
Listing Rules. The nomination committee comprises the three
Independent Non-executive Directors and one Executive Director.
The nomination committee is mainly responsible for making
recommendations to the Board on appointment of Directors and
management of Board succession. The responsibilities of the
nomination committee are to determine the criteria for identifying
candidates suitably qualified and reviewing nominations for the
appointment of Directors to the Board.
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Corporate Governance Report (Continued)
TEERRE ()

Attendance record of the Directors (including attendance by proxy) ZZH(BHEZKAREFEE)OLFLLLEEN
is as follows: o

Attendance/Number of meetings
HERE,/ EERY

Audit Remuneration  Nomination

Board committee committee committee

meetings meetings meetings meetings AGM

Exe BHZEE FMZEE REZEE RRBEFAE

Executive Directors HTESE

Mr. Zhuang Lu Kun il 510  NATER  NATER  NATER il
Mr. Zhuang Pei Zhong HhaLE 1010 NATER 00  NATER 11
Mr. Gu Wei Ming BEmLE 510  NATER  NATER 0/1 il
Mr. Zhuang Xiao Xiong FNERE 410 NATER  NATER  NATER il
Independent Non-Executive BI##HTEZE

Directors
Mr. Chin Kam Cheung BIRERE 9/10 3/3 0/0 il il
Mr. Sun Ju Yi BEEEE 710 3/3 0/0 11 0/1
Mr. Al Ji Rk 8/10 2/3 0/0 0/1 0/1
COMPANY SECRETARY NEIWE

The company secretary of the Company, Mr. Ho Yuet Lee, Leo, is ARBHRFME - @A E - BEAQF
a full ime employee of the Company. During the year, he has taken ZZBES - RER - 2N T A LR+ 1
no less than 15 hours of relevant professional training. NI E) MR R ZE A

DIRECTORS’ AND AUDITOR’S RESPONSIBILITIES ESKEZHMHMBRERNET
FOR THE FINANCIAL STATEMENTS

The Directors hereby confirm their responsibilities for preparing the ~EFEZ UL ER B FHEUR A RMBHHRERNE
financial statements of the Company. The Directors confirm that the £ © EEHR - AR AMBHRRNERTS
preparation of the financial statements of the Company complied ~MHEAR L& #8] - AR B HNEE K
with the relevant laws and accounting standards and that the (R TIEARRRMBIRE - SMNEZEEDE AR
Company would publish the financial statements of the Company at ~ FIE E&#H N E56E57H -

the appropriate time. The responsibilities of external auditor to the

shareholders are set out on pages 56 to 57.
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Corporate Governance Report (Continued)
TEERBRE (&)

COMPLIANCE WITH MODEL CODE FOR
SECURITIES TRANSACTIONS BY DIRECTORS
OF LISTED ISSUERS IN APPENDIX 10 OF THE
LISTING RULES

The Company adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 of the Listing
Rules as its code of conduct for securities transactions of the
Directors of the Company. After specific enquiries to the Directors,
the Board is pleased to confirm that all the Directors have fully
complied with the Model Code for Securities Transactions by
Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules during the year under review.

REMUNERATION OF AUDITOR

The Audit Committee is responsible for considering the appointment
of external auditor and reviewing their remuneration. For the year, fee
paid of approximately RMB851,000 was incurred by the Company
to the external auditor as service charge for its audit service of the
Group for the year ended 31 December 2014.

INTERNAL CONTROL

The Board has overall responsibility for the system of internal
controls of the Company and for reviewing its effectiveness. The
Board is committed to implement an effective and sound internal
controls system to safeguard the interest of shareholders and the
Group’s assets. The Board has delegated to the management the
implementation of the system of internal controls and reviewed
of all relevant financial, operational, compliance controls and risk
management function within an established framework.

ORGANISATIONAL STRUCTURE

The Group has established an organizational structure, which sets
out the relevant operating policies and procedures, duties and
authorizations.
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Corporate Governance Report (Continued)
TEERRE (E)

AUTHORIZATIONS AND CONTROLS

Executive directors and senior management have been delegated
the relevant authorizations in respect of corporate strategies,
policies and contracting liabilities. Budget controls and financial
reporting systems are formulated by relevant departments and are
subject to review by directors in charge. The Group has formulated
relevant procedures to assess, review and approve significant
capital and recurrent expenses, while operating results will be
compared against the budgets and reported to executive directors
on a regular basis.

TRAINING ON INTERNAL CONTROLS

Directors and senior managements participate in internal control
training programmes provided by the Group, which are designed
to equip them with proper and full knowledge on internal controls,
and provide guidance to them to apply internal control systems on
a consistent basis.

ACCOUNTING SYSTEM MANAGEMENT

The Group has put in place a comprehensive accounting
management system, so as to provide the management with
indicators to evaluate its financial and operating performance and
financial information for reporting and disclosure purposes. Any
deviation from expectation will be analysed and explained, and
appropriate steps will be carried out to address issues where
necessary. The Group has set up appropriate internal control
procedures to ensure full, proper and timely record of accounting
and management information, which will be reviewed and
inspected on a regular basis to ensure the financial statements
are prepared in accordance with generally accepted accounting
principles, accounting policies of the Group and applicable laws and
regulations.

CONTINUING OPERATION

During the relevant year, there are no uncertain events or conditions
that may materially affect the continuing operation of Group on an
ongoing concern.
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Corporate Governance Report (Continued)
TEERBRE (&)

INVESTOR RELATIONS

The Company reports to the shareholders regarding corporate
information of the Group on a timely and accurate basis. Printed
copies of the 2014 interim report have been sent to all shareholders.
The Company places great emphasis on communication with
shareholders and investors of the Company and improving the
Company’s transparency of information disclosure. As such,
designated officers are assigned to handle relations with investors
and analysts. The Company made disclosures in a faithful, true,
accurate, complete and timely manner in strict accordance with the
applicable laws and regulations, Articles of Association and Listing
Rules. At the same time, the Company places great importance in
collecting and analyzing various comments and recommendations
of analysts and investors on the Company’s operations, which
would be compiled into reports regularly and adopted selectively
in its operations. The Company has set up a website, allowing
investors to access updates on the Company’s particulars,
statutory announcements, management and recent operating
affairs. All published annual reports, interim reports, circulars
and announcements since the Listing are and will be included in
the “Investors Relations” section of the website. The Company
persistently adheres to its disclosure principle of honesty and
integrity and actively initiates communications with various parties.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors, for
shareholders’ consideration and voting. Besides, pursuant to the
Articles of Association, shareholder(s) holding not less than one-
tenth of the paid-up capital of the Company carrying the right of
voting at general meetings may request the Company to convene an
extraordinary general meeting by sending a written requisition to the
Board or the Company Secretary. The objects of the meeting must
be stated in the written requisition.
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TEERRE (E)

Shareholders may send written enquiries to the Company for
putting forward any enquiries or proposals to the Board of the
Company. Contact details are as follows:

Address: Suite 715, Ocean Centre, 5 Canton Road,
Tsimshatsui, Kowloon, Hong Kong
(For the attention of the Investor Relations
Department)

Fax: 852-36203100

Email: zZpz@szbjh.com

For the avoidance of doubt, shareholder(s) must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required
by law.

During the year, the Company did not make any changes to its
Articles of Association. An up-to-date version of the Articles of
Association is available on the Company’s website and the Stock
Exchange’s website. Shareholders may refer to the Articles of
Association for further details of their rights.

All resolutions put forward at shareholders’ meetings will be
voted by poll pursuant to the Listing Rules and the poll voting
results will be posted on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.szbjh.com)
immediately after the relevant general meetings.
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REPORT OF THE DIRECTORS
EEEHRE

The Directors are pleased to present their annual report together
with the audited financial statements of the Company for the year
ended 31 December 2014.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of each member of the Company are set
out in note 16 to the financial statements. The principal activities of
the operating subsidiaries of the Company during the year ended 31
December 2014 are operation and management of retail stores.

RESULTS
The results of the Company for the year ended 31 December 2014
are set out in the consolidated statement of comprehensive income
on page 58.

DIVIDENDS

The Board of Directors propose the payment of a final dividend for
the year ended 31 December 2014 of RMB2.04 cents per ordinary
share.

Subject to the approval of shareholders at the forthcoming Annual
General Meeting, it is expected that the payment of final dividend
will be made on or before Friday, 26 June 2015.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Company during the year are set out in note 12 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 27 to the financial statements.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the year are set out in consolidated statement
of changes in equity and note 28 to the financial statements
respectively.

SHARE OPTIONS

Details of the Company’s share option scheme and the movements
in the share options are set out in note 29 to the financial
statements.
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Report of the Directors (Continued)
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DISTRIBUTABLE RESERVES

As at 31 December 2014, the Company’s distributable reserves
amounted to approximately RMB255.5 million.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Articles
of Associations of the Company or the laws of the Cayman Islands
which would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

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

DIRECTORS

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

Executive Directors:
Mr. Zhuang Lu Kun

Mr. Zhuang Pei Zhong
Mr. Gu Wei Ming

Mr. Zhuang Xiao Xiong

(Chairman)
(Chief Financial Officer)

Independent Non-executive Directors:
Mr. Chin Kam Cheung

Mr. Sun Ju Yi

Mr. Ai Ji

Pursuant to Article 87(1) of the articles of association of the
Company, Mr. Chin Kam Cheung, Mr. Sun Ju Yi and Mr. Ai Ji shall
retire from office at the forthcoming Annual General Meeting by
rotation. All retiring Directors, being eligible, will offer themselves for
re-election. The re-election of Directors will be individually voted by
Shareholders.

The Board confirmed that the Company has received from
each of the Independent Non-executive Directors an annual
confirmation of his independence pursuant to Rule 3.13 of the
Listing Rules of the Stock Exchange. The Company considers that
all of the Independent Non-executive Directors are independent.
All of the Independent Non-executive Directors are members
of the Company’s audit committee, nomination committee and
remuneration committee.

38 JIAHUA STORES HOLDINGS LIMITED e Annual Report 2014

CIRG: 3
RZE—NMF+-_A=+—H  KXQF)2ZH0
HIREELD A ANRE255,452,0007T °

BEBERE
REARARN AR ERMASHSEHEX
2 MEETERERNESUREARNRRIAR
LePImR A BRI 2 FEFBD -

BE - HEIBEOEALQTN LTRSS

FR - ARBIEEAMNBERRMERE
H & S SRR S AN R R BT AAD ©

S
REERBEARRR  ARBEER

HITES
FEREmELE
MBS
BRTRELE
F/NERAE

BAFITES:
IR L
BREBRELLE

X RS

(EFR)
(HBRE

REBEARRM QB BRMBFES7(1)E - &
HRE  BEBEERLREEHRERER
RABFAE LWESRE HEREHAERK
FERESEME - EREENEESHRRE
SRYLAE

EXORR  ARRCERESREILIFNT
ESREB AT EMARRIEI AR FIB
MESEHONFRERER c ARAR/ERE
MIFMITESHRBUYAL - 2B IFH
TEEYRARAERZES  REZEE
k=B ErKE -



Report of the Directors (Continued)
EESRE(E)

BIOGRAPHY OF THE DIRECTORS AND THE
SENIOR MANAGEMENT

The biographical details of the Directors and the senior
management are set out on pages 11 to 13.

DIRECTORS’ SERVICE CONTRACTS

Each of the Executive Directors has entered into a service
contract with the Company for a term of three years (two years
for Independent Non-executive Directors) unless terminated by
not less than three months’ (two months’ for Independent Non-
executive Directors) written notice of termination served by either
the Director or the Company. Each of the service contracts further
provides that during the term of the service contract and within two
years upon the termination of service, the Executive Director cannot
engage in any business which is competing or is likely to compete,
either directly or indirectly, with the business of the Company.
The appointments are subject to the provisions of retirement
and rotation of Directors under the Articles of Association of the
Company.

Save as disclosed above, none of the Directors has entered into
any service contracts with the Company or any of its subsidiaries
(excluding contracts expiring or determinable by the employer
within one year without payment of compensation (other than
statutory compensation)). The Company’s policies concerning
remuneration of the Executive Directors are as follows:

(i) the amount of remuneration is determined on a case by
case basis depending on the relevant Director’s experience,
responsibility, workload and the time devoted to the Group;

(if) non-cash benefits may be provided at the discretion of the
Board to the relevant Directors under their remuneration
package; and

(ifi) the Executive Directors may be granted, at the discretion
of the Board, the share option scheme adopted by the
Company, as part of their remuneration package.
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Report of the Directors (Continued)
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INTERESTS IN CONTRACTS OF SIGNIFICANCE
Save as disclosed in section under “Continuing Connected
Transactions” of this report on pages 45 to 52, no Director nor
controlling shareholders had a material interest, either directly
or indirectly, in any contract of significance to the business of
the Company. There is no contract of significance between the
Company, its holding company or any of its subsidiaries or its
controlling shareholder during the year.

MANAGEMENT CONTRACTS

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

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) pursuant to a resolution of the sole shareholder of the
Company passed on 30 April 2007. The Share Option Scheme
complies with the requirements of the Listing Rules. Certain share
options have been granted to the Directors and the employees of
the Company under the Share Option Scheme since its adoption
and up to 31 December 2014. Details of the outstanding options
as at the reporting date are set out in note 29 to the financial
statements.

As at the date of this annual report, the number of shares in respect
of which options had been granted under the Share Option Scheme
adopted by the Company and remained outstanding under the
Scheme was 73,334 shares, representing approximately 0.01% of
the shares of the Company in issue.

The remaining life of the scheme is around 2 years.
Regarding the values of options as disclosed in this report, it is
warned that due to subjectivity and uncertainty of the values of

options, such values are subject to a number of assumptions and
the limitation of the model.
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Report of the Directors (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2014, the interests or short positions of the
Directors and chief executives in the shares, underlying shares or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFQO”)) which (a) were required notification to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which any such Director
and chief executives is taken or deemed to have taken under such
provisions of the SFO); or which (b) were required pursuant to
Section 352 of the SFO to be entered into the register maintained by
the Company; or which (c) were required, pursuant to Model Code
for Securities Transactions by Directors of Listed Issuers (“Model
Code”) contained in the Listing Rules, to be notified to the Company
and the Stock Exchange were as follows:
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Percentage
of Issued
Personal Family Total Shares
Capacity Interest Interest Interest LE 1T
55 (PN 5 EQiy £ HmEE ROBIHL
Mr. Zhuang Lu Kun (Mr. Zhuang) Beneficial 617,985,000 67,500,000 685,485,000 66.07%
SRt S A (R A Owner (Note 1)
BB A (PREET)
Mr. Zhuang Xiao Xiong Beneficial 75,000,000 - 75,000,000 7.23%
/N AE Owner
EmfaA
Mr. Chin Kam Cheung Beneficial 36,666 - - -
IR E Owner (Note 2)
BEnEB A (PH5E2)
Mr. Ai Ji Beneficial 36,666 — — =
Y REAE Owner (Note 3)
BEnEB A (PfFEE3)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS

AND SHORT POSITIONS IN SHARES, UNDERLYING

SHARES AND DEBENTURES OF THE COMPANY

AND ITS ASSOCIATED CORPORATIONS (Continued)

(a) Ordinary Shares of HK$0.01 each of the Company
(Continued)

Notes:
(1) 67,500,000 Shares are held by Mrs. Zhuang Su Lan (“Mrs. Zhuang”).
Since Mrs. Zhuang is the spouse of Mr. Zhuang, under the SFO, Mr.

Zhuang is deemed to be interested in the said Shares held by Mrs.
Zhuang.

2) Pursuant to the Share Option Scheme, Share Option in relation to
36,666 Shares were granted to Mr. Chin Kam Cheung.

(3) Pursuant to the Share Option Scheme, Share Option in relation to
36,666 Shares were granted to Mr. Ai Ji.

All the interests disclosed above represent long position in
the shares and underlying shares of the Company.
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Report of the Directors (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS (Continued)
(b) Share Options

Options to subscribe for Shares

Outstanding

EERBETRARREAARR
B EE B - R RO R EEE

ARBERDZBERE

options Number Number Number Outstanding

atthe  ofoptions  of options  of options
beginning granted  exercised lapsed
of the year during during during

Name/Category of READ the year the year the year
Participants MR ERRY  FRTHEZ  EREARZ
SEALHE/ER ZERE BREYR EREZE BREYA

Directors

g3

Mr. Chin Kam Cheung 36,066 - - -
et

Mr. Al i 36,666 - - -
LRk

Save as disclosed above, none of the Company’s Directors,
chief executive and their associates, had any interests or
short positions in the shares and underlying shares of the
Company or any of its associated corporations that was
required to be recorded pursuant to section 352 of the SFO
at the date of this report.

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company or any
other body corporate granted to any Director or their respective
spouse or minor children, 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, their respective spouses or
minor children to acquire such rights in any other body corporate.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY
AND ITS ASSOCIATED CORPORATIONS

As at 31 December 2014, according to the register kept by the
Company pursuant to Section 336 of the SFO, and so far as
was known to any Director, the following persons (other than the
interests of certain Directors disclosed under the section headed
“Directors’ and Chief Executives’ Interests and Short Positions in
Shares, Underlying Shares and Debentures of the Company or any
associated Corporation” above), had an interest or short position in
the shares and underlying shares of the Company which would fall
to be disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the SFO:

FERERALATREEB EIE
Bfﬁ HEROREEENESZR
RE

RZE—NE+_A=+—H  RBEAQF

RIFEF LG GPIE336GFE 2 ELM
iR REBEEEMAE BEXTEZENE

BITBABRARB REMBEEBERD - 18
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BTEZZEZN  THATRARRRRKRG
MAEBERG T - MEREESRBEKRE
XVEBEE2 K 37 BB /B A AN A R I 55 2 #E
j/}\E .

Personal/ Percentage
corporate of issued
Type of interest Family share capital
interest Capacity BA interest Total {HERITERA
HmEE 55 AnER Rk At Aok
Mrs. Zhuang Personal Beneficial owner 67,500,000 617,985,000 685,485,000 66.07%
R EADE BHREAA (Note 1)
(M$7E1)
Notes: Bt
1) 617,985,000 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang’). Since Mr. (1) 617,985,000 Bk 17 By FERE R e 4 ([HESE 4 )+

Zhuang is the spouse of Mrs. Zhuang, under the SFO, Mrs. Zhuang is deemed
to be interested in the said Shares held by Mr. Zhuang.

Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2014,
had an interest or a short position in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of the
SFO.
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Report of the Directors (Continued)
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CONTINUING CONNECTED TRANSACTIONS

The Company has entered into the following non-exempt continuing
connected transactions under Chapter 14A of the Listing Rules,
which the Stock Exchange has granted waivers to, but subject to
the disclosure in the annual report under Rule 14A.49 of the Listing
Rules.

1. Lease of three store premises and rental income
received for lease of certain spaces of the Gongming
store to Baisheng from BJH Group
FYNTEEZEEBE AR QA (Shenzhen Baijiahua Group
Company Limited) (“BJH Group”) (Formerly known as
Shenzhen Baijiahua Industrial Company Limited) is owned
as to 90% by Mr. Zhuang and 10% by Mrs. Zhuang. BJH
Group is thus an associate of Mr. Zhuang and therefore
a connected person of the Company. The Group leased
three store premises and received rental income for lease of
certain spaces of the Gongming store to Baisheng from BJH
Group, details of which are set out as follows:

(i) Lease of store premises for the Longhua Store
Pursuant to a lease agreement dated 5 April 2005
(“Longhua Store Lease Agreement”) between BJH
Group (as landlord) and BJH Department Stores (as
tenant), BJH Department Stores leases the store
premises situated at Levels 1 to 5, Jiahua Emporium,
No. 291 Renmin Bei Road, Longhua Street, Baoan
District, Shenzhen, Guangdong Province, the PRC
with a gross floor area of approximately 24,549.25
square metres for a term of 15 years commencing
from 1 March 2004 and expiring on 28 February
2019 at a monthly rent of RMB490,985 with
triennial increase of 5% starting from 1 March 2008.
Pursuant to a supplemental lease agreement dated
18 November 2006 between BJH Group and BJH
Department Stores, the parties agreed that if the
Company cannot meet the requirements in respect
of continuing connected transactions (including but
not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right
to terminate the transactions without any payment
or compensation. Pursuant to the Longhua Store
Lease Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2014 was approximately
RMB6,767,000 and has not exceeded the annual cap
of RMB6,770,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,830,000 for the year ending 31
December 2015.
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of three store premises and rental income
received for lease of certain spaces of the Gongming
store to Baisheng from BJH Group (Continued)

(ii)

Lease of store premises for the Songgang Store
Pursuant to a lease agreement dated 30 April 2005
(“Songgang Store Lease Agreement”) between BJH
Group (as landlord) and BJH Department Stores (as
tenant) and as supplemented by two supplemental
agreements dated 18 November 2006 and 29 March
2007 respectively both made between BJH Group
and BJH Department Stores, BJH Department Stores
leases the store premises situated at Levels 1 to
5, Jiahua Emporium, No. 293 Songgang Section
of State Avenue 107, Baoan District, Shenzhen,
Guangdong Province, the PRC with a gross floor
area of approximately 23,134 square metres for a
term of 15 years commencing from 1 March 2004
and expiring on 28 February 2019 at a monthly rent
of RMB458,260 during the period from 1 March
2004 to 30 April 2005 and RMB462,680 with effect
from 1 May 2005. The monthly rent is subject to a
triennial increase of 5% starting from 1 March 2008.
Pursuant to a supplemental lease agreement dated
18 November 2006 between BJH Group and BJH
Department Stores, the parties agreed that if the
Company cannot comply with the requirements
in respect of continuing connected transactions
(including but not limited to obtaining approval by
independent shareholders), BJH Department Stores
has the right to terminate the transactions under
the Songgang Store Lease Agreement by giving
written notice to BJH Group, without any payment
or compensation. Pursuant to the Songgang Store
Lease Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2014 was approximately
RMB6,376,000 and has not exceeded the annual cap
of RMB6,380,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB6,430,000 for the year ending 31
December 2015.
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of three store premises and rental income
received for lease of certain spaces of the Gongming
store to Baisheng from BJH Group (Continued)

(ii) Lease of store premises for the Songgang Store
(Continued)
The rental paid for Longhua store and Songgang
store as disclosed above of approximately
RMB6,767,000 and approximately RMB6,376,000
respectively totaling approximately RMB13,143,000
are included under note 32(a)(i) to the financial
statements for the year ended 31 December 2014.

(iii) Lease of store premises for the Gongming Store
Pursuant to a lease agreement dated 28 April 2002
(“Gongming Store Lease Agreement”) between &
JImEEEEZEAR QA (Shenzhen Zhong Peng
Zhan Industrial Co., Ltd.) (“Zhong Peng Zhan”)
(as landlord) and BJH Group (as tenant), BJH
Group leases the store premises situated at No.
1 Changchun Nan Road West, Gongming Town,
Baoan District, Shenzhen, Guangdong Province, the
PRC (“Gongming Premises”) with a gross floor area
of approximately 21,843 square metres for a term
of 15 years commencing from 16 November 2002
and expiring on 15 November 2017 at a monthly
rent of RMB480,546. Pursuant to a supplemental
lease agreement dated 1 March 2004 between
Zhong Peng Zhan and BJH Group (the “Gongming
Store Supplemental Lease Agreement”), Zhong
Peng Zhan has consented that BJH Group can
provide the Gongming Premises for occupation by
BJH Department Stores. Zhong Peng Zhan also
consented that BJH Department Stores shall pay the
rental under the Gongming Store Lease Agreement
directly to Zhong Peng Zhan, and BJH Group has
guaranteed the timely payment of rentals to Zhong
Peng Zhan by BJH Department Stores. Pursuant to
agreement dated 8 December 2006 between BJH
Group and BJH Department Stores, BJH Group
confirmed its agreement to provide the Gongming
Premises for the use by BJH Department Stores and
BJH Department Stores confirmed its agreement to
use the Gongming Premises on the same terms of the
Gongming Store Lease Agreement (including but not
limited to the period of the lease and rental) and BJH
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Report of the Directors (Continued)
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CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of three store premises and rental income
received for lease of certain spaces of the Gongming
store to Baisheng from BJH Group (Continued)

(iii)

Lease of store premises for the Gongming Store
(Continued)

Group and BJH Department Stores further agreed
that if the Company cannot meet the requirements
in respect of continuing connected transactions
(including but not limited to obtaining approval
by independent shareholders), BJH Department
Stores has the right to terminate the lease of the
Gongming Premises by giving written notice to BJH
Group, without any payment or compensation.
Despite BJH Department Stores pays the rental
in respect of the Gongming Premises directly to
Zhong Peng Zhan and not to BJH Group, since
BJH Group is a party to the Gongming Store Lease
Arrangement (as defined below) and BJH Group
has guaranteed to Zhong Peng Zhan the timely
payment of rentals by BJH Department Stores, the
lease arrangement pursuant to the Gongming Store
Lease Agreement, Gongming Store Supplemental
Lease Agreement and the agreement between BJH
Group and BJH Department Stores mentioned
above (“Gongming Store Lease Arrangement”)
constitute continuing connected transactions of the
Company. Pursuant to the Gongming Store Lease
Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2014 was approximately
RMB5,510,000 and has not exceeded the annual cap
of RMB5,520,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB5,520,000 for the year ending 31
December 2015.

The rental paid for Gongming store as disclosed
above of approximately RMB5,510,000 is included
under note 32(a)(ii) to the financial statements for the
year ended 31 December 2014.
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

1. Lease of four store premises and rental income
received for lease of certain spaces of the Gongming
store to Baisheng from BJH Group (Continued)

(iv)  Lease of certain spaces of the Gongming store to
Baisheng
Certain spaces of the Gongming Store are leased to
Baisheng pursuant to a lease agreement entered into
between BJH Group and Baisheng for commercial
purposes. Pursuant to the supplemental agreement
dated 6 November 2006 between BJH Group and
BJH Department Stores, all rentals received pursuant
to such lease agreement shall belong to BJH
Department Stores. The amount of rental income
received by the BJH Department Stores in respect of
the leasing of spaces of Gongming store by Baisheng
was approximately RMB1,079,000 for the year ended
31 December 2014.

The rental received for Gongming store as disclosed
above of approximately RMB1,079,000 is included
under note 32(a)(iv) to the financial statements for the
year ended 31 December 2014.

2. Lease of two store premises and rental income
received from JH Real Estate
FINTEEFHERZER QA (Shenzhen Jiahua Real
Estate Development Company Limited) (“JH Real Estate”) is
owned as to 36% by Mrs. Zhuang and 64% by BJH Group
(a company owned as to 90% by Mr. Zhuang and 10% as
to Mrs. Zhuang). Since Mrs. Zhuang is the spouse of Mr.
Zhuang, she is an associate of Mr. Zhuang. Since Mrs.
Zhuang is interested in the equity capital of JH Real Estate
SO as to exercise or control the exercise of 30% or more
of the voting power at general meetings of JH Real Estate,
JH Real Estate is an associate of Mr. Zhuang and also a
connected person of the Company. The Group leased two
stores premises from JH Real Estate, details of which are set
out as follows:
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)

2. Lease of two store premises and rental income
received from JH Real Estate (Continued)
(i) Pursuant to a lease agreement dated 6 November

2006 (“Shiyan Store Lease Agreement”) between
JH Real Estate (as landlord) and BJH Department
Stores (as tenant), BJH Department Stores leases
the store premises situated at Level 1 of Commercial
Podium, Jiahua Hao Yuan, Western Shiyan Avenue,
Shiyan Street, Baoan District, Shenzhen, Guangdong
Province, the PRC with a gross floor area of
approximately 5,851.50 square metres for a term of
15 years commencing from 16 November 2006 and
expiring on 15 November 2021 at a monthly rent of
RMB222,357 with triennial increase of 5%. Pursuant
to a supplemental agreement dated 6 November
2006 between JH Real Estate and BJH Department
Stores, the parties agreed that if the Company cannot
meet with the requirements in respect of continuing
connected transactions (including but not limited to
obtaining approval by independent shareholders),
BJH Department Stores has the right to terminate
the transactions under the Shiyan Store Lease
Agreement by giving written notice to JH Real Estate
without any payment or compensation. Pursuant to
the Shiyan Store Lease Agreement, the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2014 was approximately
RMB2,942,000 and has not exceeded the annual cap
of RMB2,950,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed RMB2,970,000 for the year ending 31
December 2015.
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS

(Continued)

2. Lease of two store premises and rental income
received from JH Real Estate (Continued)

(if) Pursuant to a lease agreement dated 23 February
2009 (“Shuyuan Yage Store Lease Agreement”)
between JH Real Estate (as landlord) and BJH
Department Stores (as tenant), BJH Department
Stores leases the store premises situated at Level
1 of Commercial Podium, Jiahua Shuyuan Yage,
Southwestern Side of Dabao Road, Xinan Jiedao,
Baoan District, Shenzhen City, Guangdong Province,
the PRC with a gross floor area of approximately
2,693.69 square metres for a term of 3 years
commencing from 1 March 2009 and expiring on 28
February 2012 for a monthly rental of RMB80,810.7.
Pursuant to the Supplementary Lease Agreement
dated 28 January 2010 between JH Real Estate and
BJH Department Stores, the monthly rental has been
reduced to RMB53,873.8 effective from 1 February
2010 to the end of the original lease. Pursuant to
a Supplementary Lease Agreement dated 30 May
2011 between JH Real Estate and BJH Department
Stores, the lease has been renewed to another
three years from 1 June 2011 to 31 May 2014 with
a monthly rental of RMB53,873.8. The parties to the
Shuyuan Yage Store Lease Agreement agreed that
if the Company cannot meet with the requirements
in respect of continuing connected transactions
(including but not limited to obtaining approval
by independent shareholders), BJH Department
Stores has the right to terminate the transactions
under the Shuyuan Yage Store Lease Agreement by
giving written notice to JH Real Estate without any
payment or compensation. Pursuant to the Shuyuan
Yage Store Lease Agreement, the total annual
consideration paid by BJH Department Stores was
approximately RMB665,000 for the year ended 31
December 2014, and has not exceeded the annual
cap of RMB670,000. The relevant amount which are
expected to be payable by BJH Department Stores
will not exceed approximately RMB670,000 for the
year ending 31 December 2015.

The rental paid for Shiyan store and Shuyuan
Yage store as disclosed above of approximately
RMB2,942,000 and approximately RMB665,000
respectively totaling approximately RMB3,607,000 is
included under note 32(b) to the financial statements
for the year ended 31 December 2014.
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Report of the Directors (Continued)
EESRE(E)

CONTINUING CONNECTED TRANSACTIONS
(Continued)
2. Lease of two store premises and rental income
received from JH Real Estate (Continued)
(iif) Lease of commercial properties to Jiahua Real Estate
Certain commercial properties are leased to Jiahua
Real Estate pursuant to a lease agreement entered
into between BJH Department Stores and Jiahua Real
Estate for commercial purposes. The amount of rental
income received by the BJH Department Stores in
respect of the leasing of commercial properties was
approximately RMB730,000 for the year ended 31
December 2014, and has not exceeded the annual
cap of RMB1,000,000. The relevant amount which
are expected to be receivable by BJH Department
Stores will not exceed approximately RMB1,000,000
for the year ending 31 December 2015.

The rental received as disclosed above of
approximately RMB730,000 is included under note
32(b) to the financial statements for the year ended 31
December 2014.

In the opinion of the Directors (including the Independent Non-
Executive Directors), the terms of the continuing connected
transactions referred to above are made in the ordinary and
usual course of our business, on an arm’s length basis and on
normal commercial terms which are no less favorable than terms
available from independent third parties. The Directors (including
the Independent Non-executive Directors) confirm that these
transactions have been conducted in accordance with the relevant
agreements governing the transactions and are of the view that the
terms and conditions of these transactions are fair and reasonable
and are in the best interests of our Company and our shareholders
as a whole.

The Directors, including the Independent Non-executive Directors,
are also of the view that the Annual Caps are fair and reasonable as
far as our shareholders taken as a whole are concerned.

The Directors confirm that they have received a confirmation from
its auditor regarding the matters as stated in Chapter 14A.38 of the
Listing Rules for the continuing connected transactions as stated in
para. (1)), (1)), (1)dii), (1)(iv), (2)(), (2)(ii) and (2)(iii) above.

The Stock Exchange has granted a waiver from strict compliance
with the announcement and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules in respect of
the lease agreements.

The Directors confirm that the disclosure requirement in

accordance with Chapter 14A of the Listing Rules has been
complied with by the Company.
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Report of the Directors (Continued)
EESRE(E)

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2014, revenue attributable to the
largest customer of the Group amounted to approximately 0.1% of
the total sales of goods and wholesale of consumables for the year
and the five largest customers of the Group accounted for less than
30% of the Group’s total revenue for the year.

For the year ended 31 December 2014, purchases attributable to
the largest supplier of the Group amounted to approximately 4.1%
of the total purchases for the year and the five largest suppliers
of the Group accounted for less than 30% of the Group’s total
purchases for the year.

Save as disclosed above, none of the Directors, their associates or
any shareholders (which to the knowledge of the Directors owns
more than 5% of the Company’s share capital) had an interest in the
major suppliers and major customers noted above.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, at least 25% of the
Company’s total issued share capital was held by the public as at
the date of this report.

MODEL CODE FOR SECURITIES TRANSACTIONS
The Company has adopted the Model Code as the Company’s
code of conduct for dealings in securities of the Company by the
Directors. Based on specific enquiry made with all Directors, the
Directors have complied with the required standard set out in the
Model Code, throughout the accounting period covered by the
annual report.

COMPETING INTERESTS

None of the Directors or management shareholders of the Company
and their respective associates (as defined in the Main Board
Listing Rules) has an interest in a business which competes or may
compete with the business of the Company or has any other conflict
of interest with the Company during the year.

AUDIT COMMITTEE

In compliance with Rule 3.21 of the Listing Rules, the Board has
established an audit committee on 30 April 2007, with written
terms of reference. The primary duties of the audit committee are
to review the financial reporting procedures and internal controls
and provides guidance in relation thereto. The audit committee
comprises the three Independent Non-executive Directors of the
Company. The audited financial statements of the Company for the
year ended 31 December 2014 have been reviewed by the audit
committee before recommending to the Board for approval.
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Report of the Directors (Continued)
EESRE(E)

PROFESSIONAL TAX ADVICE RECOMMENDED

If the shareholders of the Company are unsure about the taxation
implications of purchasing, holdings, disposing of, dealing in, or the
exercise of any rights in relation to, the shares, they are advised to
consult an expert.

USE OF PROCEEDS RAISED FROM LISTING

The net proceeds raised from the Company’s newly issued and
listed shares on the Stock Exchange in May 2007 (after deduction
of related issuance expenses) amounted to approximately
HK$265,000,000.

As of 31 December 2014, approximately HK$181,380,000 of
the proceeds so raised was used, and the unused proceeds of
approximately HK$83,620,000 was deposited with banks, the
security of which was adequately ensured.

Details of the used proceeds raised of approximately
HK$181,380,000 are set out as follows:

° as to approximately HK$29,000,000 for acquisition of the
business of a retail chain in Shenzhen, the PRC;

° as to approximately HK$28,300,000 for opening of new
stores in Yanbu Foshan and Ronggui Foshan, the PRC;

° as to approximately HK$8,750,000 for opening of a new
store in Nanning Guangxi, the PRC;

° as to approximately HK$4,350,000 for opening of two new
stores in Xian Baoan Shenzhen, the PRC;

° as to approximately HK$10,400,000 for opening of a new
store in Luohu Shenzhen, the PRC;

° as to approximately HK$15,800,000 for opening of a new
store in Buji Shenzhen, the PRC;

° as to approximately HK$14,300,000 for opening of another
new store in Nanning Guangxi, the PRC;

° as to approximately HK$9,200,000 for setting up of a
procurement centre in Shiyan Shenzhen, the PRC;

° as to approximately HK$7,351,000 for the purchase of
transportation equipment;

° as to approximately HK$10,509,000 for the purchase of
office equipment;

° as to approximately HK$3,000,000 for the upgrade of the
MIS;
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Report of the Directors (Continued)
EESRE(E)

USE OF PROCEEDS RAISED FROM LISTING

(Continued)

° as to approximately HK$725,000 to promote the Company’s
brand image; and

° as to approximately HK$39,695,000 for the refurbishments
of existing retail stores.

The unused proceeds will be used by the Company for the
purposes as set out in the section headed “Future plans and use of
proceeds” in the prospectus of the Company dated 8 May 2007.

AUDITOR

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO Limited as auditor of
the Company.

For and on behalf of the Board
Zhuang Lu Kun
Chairman

27 March 2015
Shenzhen, the PRC
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INDEPENDENT AUDITOR’S REPORT

1B M XA

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

|IBDO

EiE : +852 2218 8288
{55 : +852 2815 2239
www.bdo.com.hk

To the shareholders of Jiahua Stores Holdings Limited
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Jiahua
Stores Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 58 to 142, which comprise
the consolidated and company statements of financial position
as at 31 December 2014, and the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and
other explanatory information.

Directors’ responsibility for the consolidated
financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely
to you, as a body, in accordance with the terms of our engagement,
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.
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Independent Auditor’s Report (Continued)
B ZEERE (&)

Auditor’s responsibility (Continued)

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

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

Opinion

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Company and of the
Group as at 31 December 2014 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 27 March 2015
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AEEERWER

For the year ended 31 December 2014
HE-Z-—NWE+-A=1+—HIEE

2014
—E-mF
RMB’000 RMB’000
AR¥T R ARBTIT
Revenue WA 6(a) 821,249 846,155
Cost of inventories sold EEFERA (556,965) (563,690)
264,284 282,465
Other operating income H bR U A 6(b) 74,949 62,325
Increase in fair value of investment B 7 N AN
properties 13 7,000 10,000
Selling and distribution costs 7 EEAAR (213,675) (233,248)
Administrative expenses THAX (42,222) (39,177)
Other operating expenses HE gt (10,317) (11,772)
Operating profit 45 | 7 80,019 70,593
Share of loss of an associate JEfh—REtE AR 2 B8 (2,009) -
Finance cost BF R AR 8 (1,238) (3,707)
Profit before income tax % BT 45 54 B& 7] 76,772 66,886
Income tax expense FRSHR 2 9 (18,116) (21,508)
Profit for the year FREF 58,656 45,378
Other comprehensive income HiiRE s
ltems that will not be reclassified to BrEEf I EEEREREL
profit or loss: IHAE :
Revaluation gain upon transfer of EERME  BE MR
owner occupied land and building BRI B ER
to investment properties ERyE 574 -
Deferred tax EERIR (143) -
Other comprehensive income AEEHMEERE
for the year, net of tax 2R E 431 _
Total comprehensive income FEXHWNEHREE
for the year 59,087 45,378
Earnings per share for profit FRAXRAREE AELER
attributable to the owners of ZEBRER
the Company during the year 11
— Basic (RMB cents) —ER(AR®ES) 5.65 4.37
- Diluted (RMB cents) —#EARED) 5.65 4.37
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e BRI R

As at 31 December 2014
R=F—NF+=-A=+—H

2014 2013
—E—MF —T—=%F
RMB’000 RMB'000
AR¥T ARETIT
ASSETS AND LIABILITIES BEEREE
Non-current assets ERBEE
Property, plant and equipment e BN B 12 79,464 94,933
Investment properties BB 13 257,000 232,000
Prepaid land lease FES L e 14 13,445 20,642
Deposits paid BffiEe 15 8,374 7,521
Interests in an associate R—FKEE DT 2w 17 1,591 =
359,874 355,096
Current assets REBEE
Inventories and consumables FELSESR 18 83,274 105,552
Trade receivables JEUE 5 BR R 19 4,924 1,588
Deposits paid, prepayments and EffRe - FBAZIER
other receivables H i fE UG FhIE 15 60,821 46,046
Pledged bank deposits IR IRI T 5K 20 100,000 100,000
Cash and bank balances Re RIRITHERR 21 321,703 298,229
570,722 551,415
Current liabilities REBEE
Trade payables JESE Z IR 22 210,375 224,001
Coupon liabilities, deposits received, BZ&&E - 2 izs
other payables and accruals IR N R & A 23 58,827 64,095
Amount due to a director [E— R EERIB 24 59 59
Provision for tax T BB 9,881 7,028
Bank borrowing, secured RITIER — B IEA 26 100,000 100,000
379,142 395,183
Net current assets REEEFE 191,580 156,232
Total assets less current liabilities ZEERRBEE 551,454 511,328
Non-current liabilities FnBEaE
Deferred tax liabilities BEFTRAE 25 12,256 10,363
Net assets EEFE 539,198 500,965
EQUITY ATTRIBUTABLE TO THE AATEEAEGES
OWNERS OF THE COMPANY
Share capital kN 27 10,125 10,125
Reserves HiE 28 529,073 490,840
Total equity R 539,198 500,965

Zhuang Lu Kun
S 3

Director

EZE

Zhuang Pei Zhong

FEFEE

#E5m 8
Director

EF
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STATEMENT OF FINANCIAL POSITION
BA IR AR

As at 31 December 2014
R-Z-—mFE+-A=+—~

2014 2013
—E-mF —T—=F
RMB’000 RMB’000
AR®T T AREFIT
ASSETS AND LIABILITIES EERERE
Non-current assets ERBEE
Investments in subsidiaries R E AR E 16 67,848 67,848
Current assets REEE
Amounts due from subsidiaries NG ECE 16 281,071 283,018
Other receivables H i pE U SR8 2,678 19
Pledged bank deposits BRI TR 20 100,000 100,000
Cash and bank balances e MIRTT 48R 21 3,973 5,091
387,722 388,128
Current liabilities REBEE
Other payables and accruals EMERRIEREREA 23 956 568
Bank borrowing, secured RITIER — B 26 100,000 100,000
100,956 100,568
Net current assets REBEEFE 286,766 287,560
Net assets EEFE 354,614 355,408
EQUITY ATTRIBUTABLE TO THE KATEEAEGERS
OWNERS OF THE COMPANY
Share capital [N 27 10,125 10,125
Reserves HiE 28 344,489 345,283
Total equity RREE 354,614 355,408

Zhuang Lu Kun
HEEER

Director

EBEF
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
MEEREER

For the year ended 31 December 2014
HE-Z-—WE+-A=1+—HIEE

Equity attributable to owners of the Company

SATRENEER
Statutory Share  Property
Share Share  Statutory  welfare Merger option revaluation  Translation  Retained Dividend
capital  premium reserve TEServe reserve EServe TEServe Teserve profits  proposed Total
Be  RGEE  EERE ieEAES HE BRERE DEEGEE RERE  REEW  RERS izt
Notes ~ RMB'0O0  RMB'OO0  RMB'000  RMB'000 ‘ RMB'OO0  RMB'0O0  RMB'000  RMB'OO0  RMB'000  RMB'000
Wt ARMTR ARBTT ARMTR ARETT ARETR ARETR T ARETT ARETT ARMTT ARETR

At1 January 2013 RZ%-=5-3-B 1012 252478 41,957 2,286 12,313 1,666 = (969 13672 008 48484

Profitand total comprehensive.  EREHRZENALE

income for the year = = = = = = = - 45378 - 31
Dividend approved for 2012 ZE-CFEENERS 100) - - - - - - - - - (928 (2999)
Proposed final dvidend for 2018~ —E-=EERRERE 10d) - - - - - - - - oss 08 -
Transfer to statutory reserve EpTiThE 280) - - 4313 - - - - - 4313) - -
Lapse of share-based compensation {7 B - - - - - (1,641) - - 1,641 - -

At 31 December 2013 and R-E-=£+-f=1-8

1 January 2014 R=3-mE-A-A 10125 252478 46,210 2,286 12313 i - (%9 157524 20854 500,960
Proftfor the year ERg - - - - - - - - B - BB
Other comprehensive income L - - - - - - 431 - - - 431

Total comprehensive income ERREMGEE

for the year - - - - - - 43 - 58,656 - 59,087
Dividend approved for 2013 5-SE7ENERE 10p) - - - - - - - - T I
Proposed final diidend for 2014~ —Z-MERERERS 108 - - - - - - - - e 21185 -
Transfer to statutory reserve EHTETRE 280) - - 3952 - - - - - (3.952) - -
At 31 December 2014 HN-5-mE+=A=1-H 1012 252418 50,222 2,286 12378 4 43 (969 191,063 21165 539,198
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2014
HE-Z-—NWE+-A=1+—HIEE

2014 2013
—F-mE =& =F

Notes RMB’000 RMB’000
B &E AR®T ARBET T

Cash flows from operating activities REXBERERE

Profit before income tax KR TS 5 A A 76,772 66,886
Adjustments for: BLAT S IEIEL FHZE -
Interest income F B2 UTA 6(b) (9,524) (8,978)
Depreciation of property, M - BEREREITE
plant and equipment 7 31,033 35,803
Obsolete inventories written-off PREFEME R
and inventories loss FEER 7 610 3,425
Loss on disposal of property, LEWE - BE RZE
plant and equipment K& 18 7 199 880
Written off of property, MBI - BB R &
plant and equipment 1,254 -
Amortisation of prepaid land lease A £t AR S 5 5 7 261 393
Increase in fair value of investment TEYERFEEM
properties 13 (7,000) (10,000)
Provision for closure cost RERAK AN 7 - 3,000
Share of loss of an associate FEE —REE &R R R EE 2,009 =
Operating profit before working EEE P HAKL L E N
capital changes 95,614 91,409
Decrease/(increase) in inventories FERSERRD (GEM)
and consumables 21,668 (358)
(Increase)/decrease in trade receivables 4 & 5 BR5k (#540) 5 4 (3,336) 225
(Increase)/decrease in deposits paid, BEfH&E ~ FERFRIA K EHAD
prepayments and other receivables FEBGRIR (S 00), R (14,775) 6,921
Decrease in trade payables FEfSTE 5 BRROR (13,626) (1,907)
(Decrease)/increase in coupon %%EE@E\ . EH&Z{E@ . Eiﬁ@
liabilities, deposits received, EEH"%E&J?EEJFEFH Ok
other payables and accruals )/ (5,268) 2,088
Cash generated from operations IRB TR AT IS 0 & 80,277 98,378
Interest received B U F B 9,524 8,978
Income tax paid EATEH (13,513) (17,323)

Net cash generated from operating AR5 % H R
activities 76,288 90,033
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Consolidated Statement of Cash Flows (Continued)
meReRER(E)

For the year ended 31 December 2014
HE-ZME+-A=+—ALEE

2014 2013
—EF-mE =& =1F

Notes RMB’000 RMB’000
B E AR®TT ARBET T

Cash flows from investing activities REZBHNRERE
(Increase)/decrease in rental deposits T ERE Rt EY % -

and payments in advance for ﬂﬁ&%&?&ﬁZﬁﬁ%\(i

acquisition of property, plant and )/

equipment (853) 6,271
Purchase of property, plant and BAYE - BER&E

equipment (28,133) (42,318)
Proceeds from disposal of property,  HE¥¥E - BE KRB

plant and equipment PT1SFRIA 626 979
Decrease in bank deposits maturing =1 B &2 # 2 $R7T

over three months FERoR D 6,244 45,356
Decrease in pledged bank deposits HIRIRITIF RO - 4,826
Investment in an associate R—FKEERBNIRE (3,600) -

Net cash (used in)/generated from KB EE) (BT ) B2
investing activities B FHEE (25,716) 15,114

Cash flows from financing activities BEFENRERE

Repayment of promissory note payable F&{f# 5 =158 3E I8 - (48,730)
Dividends paid BT E (20,854) (29,258)
Net cash used in financing activities B LB 5 SRR (20,854) (77,988)
Net increase in cash and RERASZEEY

cash equivalents B HFEE 29,718 27,159
Cash and cash equivalents at R—B—HWEER

1 January ReEEY 276,921 249,762
Cash and cash equivalents at R+=-—A=+—HWRE

31 December RREZEEY 21 306,639 276,921
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NOTES TO THE FINANCIAL STATEMENTS
BA TSR AR M EE

For the year ended 31 December 2014
HE-_ZT-NFE+-_A=+—RALEFE

64

General Information

Jiahua Stores Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted
company with limited liability. The address of its registered
office and its principal place of business are located at
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, the Cayman Islands and Level 4, Jiahua
Ming Yuan, 2146 Xinhu Road, Baoan District, Shenzhen,
Guangdong Province, the People’s Republic of China (the
“PRC”) respectively. The Company’s shares are listed on the
Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The principal activity of the Company is investment
holding. Details of the principal activities of the Company’s
subsidiaries are set out in note 16 to the financial
statements.

The financial statements for the year ended 31 December
2014 were approved for issue by the board of directors (the
“Board”) on 27 March 2015.

Summary of Significant Accounting Policies

2.1 Basis of preparation
The financial statements on pages 58 to 142 have
been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) which
collectively 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 (the “HKICPA”). The financial statements
also include the applicable disclosure requirements
of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securities on the Stock
Exchange. These financial statements are presented
in Renminbi (“RMB”) and all values are rounded to the
nearest thousand except when otherwise indicated.

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated. The adoption of new or revised
HKFRSs and the impacts on the financial statements,
if any, are disclosed in note 3.
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Notes to the Financial Statements (Continued)
MR R R B aE (48)

For the year ended 31 December 2014
HE-_T-NFE+-_A=+—HILFE

2. Summary of Significant Accounting Policies 2. FESHHKFEHE(E
(Continued)
2.1 Basis of preparation (Continued) 21 HmEEEE)

The financial statements have been prepared on the
historical cost basis except for investment properties
which are stated at fair values. The measurement
bases are fully described in the accounting policies
below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based
on management’s best knowledge and judgement
of current events and actions, actual results may
ultimately differ from those estimates. The areas
involving a higher degree of judgement or complexity,
or areas where assumptions and estimates are
significant to the financial statements, are disclosed in
note 4.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries (together referred to as the “Group”)
made up to 31 December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are excluded
from consolidation from the date that control ceases.

Intra-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-
group assets sales are reversed on consolidation,
the underlying asset is also tested for impairment
from the Group’s perspective. Amount reported in
the financial statements of subsidiaries have been
adjusted where necessary to ensure consistency with
the accounting policies adopted by the Group.
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Notes to the Financial Statements (Continued)
IR R R B (48D

For the year ended 31 December 2014
HE-_ZT-NFE+-_A=+—RALEFE

2.

66

Summary of Significant Accounting Policies
(Continued)

2.3

2.4

Subsidiaries

A subsidiary is an investee over which the Company
is able to exercise control. The Company controls
an investee if all three of the following elements are
present: power over the investee, exposure, or rights,
to variable returns from the investee, and the ability to
use its power to affect those variable returns. Control
is reassessed whenever facts and circumstances
indicate that there may be a change in any of these
elements of control.

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment loss, if any. The results of subsidiaries
are accounted for by the Company on the basis of
dividend received and receivable.

Associates

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary
nor a joint arrangement. Significant influence is the
power to participate in the financial and operating
policy decisions of the investee but not control or joint
control over those policies.

Associates are accounted for using the equity method
whereby they are initially recognised at cost and
thereafter, their carrying amount are adjusted for
the Group’s share of the post-acquisition change
in the associates’ net assets except that losses in
excess of the Group’s interest in the associate are not
recognised unless there is an obligation to make good
those losses.

Profits and losses arising on transactions between
the Group and its associates are recognised only
to the extent of unrelated investors’ interests in the
associate. The investor’s share in the associate’s
profits and losses resulting from these transactions
is eliminated against the carrying value of the
associate. Where unrealised losses provide evidence
of impairment of the asset transferred they are
recognised immediately in profit or loss.

Any premium paid for an associate above the
fair value of the Group’s share of the identifiable
assets, liabilities and contingent liabilities acquired
is capitalised and included in the carrying amount of
the associate. Where there is objective evidence that
the investment in an associate has been impaired,
the carrying amount of the investment is tested for
impairment in the same way as other non-financial
assets.
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Notes to the Financial Statements (Continued)
MR R R B aE (48)

For the year ended 31 December 2014
HE_Z-—WNFE+_A=+—HIFE

2. Summary of Significant Accounting Policies
(Continued)

2.5

2.6

Property, plant and equipment

Property, plant and equipment are stated at
acquisition cost less accumulated depreciation
and any accumulated impairment losses. The cost
of an asset comprises its purchase price and any
directly attributable costs of bringing the asset to
the working condition and location for its intended
use. Subsequent expenditure relating to property,
plant and equipment is added to the carrying amount
of the assets if it can be demonstrated that such
expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the
use of the assets.

The gain or loss arising on retirement or disposal
is determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Depreciation on property, plant and equipment is
provided to write off the cost less their residual values
over their estimated useful lives, using the straight-
line method, at the following rates per annum:

Leasehold building 54 years or the terms of
land use rights, if shorter

Leasehold improvements 20%

Plant and machinery 10%

Motor vehicles and tools 20%

Furniture, fixtures and 20%
equipment

The assets’ residual values, depreciation method and
useful lives are reviewed, and adjusted if appropriate,
at each reporting date.

Investment properties

Investment properties are properties held either to
earn rentals or for capital appreciation or for both, but
not held for sale in the ordinary course of business,
use in the production or supply of goods or services
or for administrative purposes. Investment properties
are measured at cost on initial recognition and
subsequently at fair value with any change therein
recognised in profit or loss.
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68

Summary of Significant Accounting Policies
(Continued)

2.7

2.8

Payments for prepaid land lease

Payments for prepaid land lease held for own use
under operating leases represent up-front payments
to acquire long-term interests in lessee-occupied
properties. These payments are stated at cost and
are amortised over the period of the lease on a
straight-line basis as an expense.

Impairment of non-financial assets

Property, plant and equipment, prepaid land lease,
deposits paid and prepayments and investments
in subsidiaries are subject to impairment testing.
They are tested for impairment whenever there are
indications that the carrying amount may not be
recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs 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 assessment of time value of money
and the risk specific to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level.

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment
loss has been recognised.
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Notes to the Financial Statements (Continued)
MR R R B aE (48)

For the year ended 31 December 2014
HE-_T-NFE+-_A=+—HILFE

2.  Summary of Significant Accounting Policies 2. IE2xRFEHBE(E
(Continued)
2.9 Foreign currency translation 29 HNEBmE

The financial statements are presented in RMB, which
is also the functional currency of the Company.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing
at the dates of the transactions. At the reporting
date, monetary assets and liabilities denominated
in foreign currencies are translated at the foreign
exchange rates ruling at that date. Foreign exchange
gains and losses resulting from the settlement of such
transactions and from the reporting date retranslation
of monetary assets and liabilities are recognised in
profit or loss.

Non-monetary items that are measured in terms
of historical cost in a foreign currency are not
retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into
RMB. Assets and liabilities have been translated into
RMB at the closing rate at the reporting date. Income
and expenses have been converted into the RMB at
the exchange rate ruling at the transaction dates, or
the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly.
Any differences arising from this procedure have
been recognised in other comprehensive income and
accumulated separately in the translation reserve in
equity.

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss
as part of the gain or loss on sale.
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2.

70

Summary of Significant Accounting Policies

(Continued)

2.10 Revenue recognition
Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
use by others of the Group’s assets yielding interest
and dividends, net of rebates and discounts. 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 as
follows:

(i)

(if)

(i)

Sale of goods are recognised upon transfer of
the significant risks and rewards of ownership
to the customers. This is usually taken as the
time when the goods are delivered and the
customers have accepted the goods;

Commissions from concessionaire sales are
recognised upon the sale of merchandise by
the relevant stores;

Administration and management fee income
are recognised on an accrual basis when
the right to receive the income has been
established or as services are provided
according to contract terms;

Rental income under operating leases is
recognised in accordance with note 2.11 (iii);
and

Interest income is recognised on a time-
proportion basis using the effective interest
method.
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For the year ended 31 December 2014
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2. Summary of Significant Accounting Policies
(Continued)
2.11 Leases
An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

(i) Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified
as being held under finance leases. Leases
which do not transfer substantially all the risks
and rewards of ownership to the Group are
classified as operating leases.

(ii) Operating lease charges as the lessee

Where the Group has the right to use of assets
held under operating leases, payments made
under the leases are charged to the profit or
loss on a straight line basis over the lease
terms except where an alternative basis is
more representative of the time pattern of
benefits to be derived from the leased assets.
Lease incentives received are recognised
in the profit or loss as an integral part of
the aggregate net lease payments made.
Contingent rentals are charged to the profit or
loss in the accounting period in which they are
incurred.
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2.

72

Summary of Significant Accounting Policies

(Continued)

2.11 Leases (Continued)

(iii)  Assets leased out under operating leases

as the lessor
Assets leased out under operating leases
are measured and presented according to
the nature of the assets. Initial direct costs
incurred in negotiating and arranging an
operating lease are added to the carrying
amount of the leased asset and recognised as
an expense over the lease terms on the same
basis as the rental income.

Rental income from operating leases is
recognised in profit or loss on a straight-line
basis over the periods covered by the lease
terms, except where an alternative basis is
more representative of the time 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 income receivable.
Contingent rentals are recognised as income
in the accounting period in which they are
earned.

2.12 Inventories and consumables

Inventories comprise merchandise purchased for
resale and are stated at lower of cost and net
realisable value. Cost of merchandise, representing
the purchase cost, is calculated on the first-in, first-
out basis. Net realisable value is the estimated selling
price in the ordinary course of business less any
applicable selling expenses.

Consumables for own consumption are stated at

cost. Cost is determined using the weighted average
method.
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For the year ended 31 December 2014
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2.  Summary of Significant Accounting Policies 2. FESiHREHE(E)
(Continued)
2.13 Accounting for income taxes

2.13 FiSHEstRE

Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those claims from or obligations to, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to
the fiscal periods to which they relate, based on the
taxable profit for the year. All changes to current tax
assets or liabilities are recognised as a component of
tax expense in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between
the carrying amounts of assets and liabilities in the
financial statements and their respective tax bases.
Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax
assets are recognised for all deductible temporary
differences, tax losses available to be carried forward
as well as other unused tax credits, to the extent that
it is probable that taxable profit, including existing
taxable temporary differences, will be available
against which the deductible temporary differences,
unused tax losses and unused tax credits can be
utilised.

An exception to the general requirement on
determining the appropriate tax rate used in
measuring deferred tax amount is when an
investment property is carried at fair value under
HKAS40 “Investment Property”. Unless the
presumption is rebutted, the deferred tax amount
on these investment properties are measured using
the tax rates that would apply on sale of these
investment properties at their carrying amount at the
reporting date. The presumption is rebutted when the
investment property is depreciable and is held within
a business model whose objective is to consume
substantially all the economic benefits embodies in
the property overtime, rather than through sale.
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2. Summary of Significant Accounting Policies

(Continued)

74

2.13 Accounting for income taxes (Continued)

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than business combination)
of assets and liabilities in a transaction that affects
neither taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to
control the reversal of the temporary differences and
it is probable that the temporary differences will not
reverse in the foreseeable future.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period the
liability is settled or the asset is realised, provided they
are enacted or substantively enacted at the reporting
date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items
that are charged or credited to other comprehensive
income or directly in equity, respectively.

Current tax assets and current tax liabilities are
presented in net if, and only if,

(@) the Group has the legally enforceable right to
set off the recognised amounts; and

(b) intends either to settle on a net basis, or
to realise the asset and settle the liability
simultaneously.
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2. Summary of Significant Accounting Policies
(Continued)

213

2.14

2.15

Accounting for income taxes (Continued)
The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

(@) the Group has a legally enforceable right to
set off current tax assets against current tax
liabilities; and

(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the
same taxation authority on either:

(i) the same taxable entity; or

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

Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand, demand deposits with banks and short term
highly liquid investments with original maturities of
three months or less that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value.

Financial assets

The Group’s accounting policies for financial assets
other than investments in subsidiaries are set out
below.

The Group’s financial assets include trade
receivables, other receivables, pledged bank
deposits and cash and bank balances. Management
determines the classification of its financial assets at
initial recognition depending on the purpose for which
the financial assets were acquired and where allowed
and appropriate, re-evaluates this designation at
every reporting date.
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2. Summary of Significant Accounting Policies

(Continued)

2.15 Financial assets (Continued)

76

All financial assets are recognised when, and only
when, the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases
of financial assets are recognised on trade date.
When financial assets are recognised initially, they are
measured at fair value, plus, in the case of investment
not at fair value through profit or loss, directly
attributable transaction costs.

Derecognition of financial assets occurs when the
rights to receive cash flows from the investments
expire or are transferred and substantially all of
the risks and rewards of ownership have been
transferred.

At each reporting date, financial assets are reviewed
to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial asset.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables
are subsequently measured at amortised cost using
the effective interest method, less any impairment
losses. Amortised cost is calculated taking into
account any discount or premium on acquisition and
includes fees that are an integral part of the effective
interest rate and transaction cost.
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2. Summary of Significant Accounting Policies 2.
(Continued)
2.15 Financial assets (Continued)

Impairment of financial assets EREEZRE
At each reporting date, financial assets other than RERER « BRIEAFEFA
at fair value through profit or loss are reviewed to Banze@EE)N S8/

determine whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual
financial assets includes observable data that comes
to the attention of the Group about one or more of the
following loss events:

significant financial difficulties of the debtor;

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

BEETERN  UEEEEH
REMEEREER
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- it becoming probable that the debtor will enter = E A e E k&
bankruptcy or other financial reorganisation; THMMIGEE ;

= 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.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash
flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the
group and, national or local economic conditions that
correlate with defaults on the assets in the group.

If any such evidence exists, the impairment loss is
measured and recognised as follows:
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2.

78

Summary of Significant Accounting Policies
(Continued)

2.15

2.16

217

Financial assets (Continued)

Loans and receivables

An impairment loss is recognised in profit or loss and
directly reduces the carrying amount of financial asset
when there is objective evidence that the asset is
impaired, and is measured as the difference between
the asset’s carrying amount and the present value
of the estimated future cash flows discounted at the
original effective interest rate. The carrying amount
of financial asset is reduced through the use of an
allowance account. When any part of financial asset
is determined as uncollectible, it is written off against
the allowance account for the relevant financial asset.

Share capital

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium (net of
any related income tax benefit) to the extent they are
incremental costs directly attributable to the equity
transaction.

Financial liabilities

The Group’s financial liabilities include trade
payables, other payables and accruals, amount due
to a director and bank borrowing.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument.

A financial liability is derecognised when the
obligation under the liability is discharged or cancelled
or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange or
modification is treated as a derecognition of the
original liability and the recognition of a new liability,
and the difference in the respective carrying amount is
recognised in profit or loss.
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2. Summary of Significant Accounting Policies
(Continued)

217

2.18

219

Financial liabilities (Continued)

Financial liabilities are recognised initially at their fair
value and subsequently measured at amortised cost
using the effective interest method.

The effective interest method is a method of
calculating the amortised cost of a financial asset
or financial liability and of allocating interest income
or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash receipts or payments through
the expected life of the financial asset or liability, or
where appropriate, a shorter period.

Coupon liabilities

Coupon liabilities are recorded as liabilities when
coupons are sold. Coupons used in exchange for
products during the year are recognised as sales and
transferred to profit or loss using the coupon sales
value.

Provisions, contingent liabilities

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

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

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
uncertain events not wholly within the control of the
Group are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits
is remote.
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2.

80

Summary of Significant Accounting Policies

(Continued)

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

(i)

(i

(ii)

has control or joint control over the
Group;

has significant influence over the
Group; or

is a member of key management
personnel of the Group or the
Company’s parent.

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

(i)

(ii)

(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 the employees
of 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 key management
personnel of the entity (or of a parent of
the entity).
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Notes to the Financial Statements (Continued)
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For the year ended 31 December 2014
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2. Summary of Significant Accounting Policies
(Continued)
2.20 Related parties

2.21

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

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

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

(iii) dependents of that person or that person’s
spouse or domestic partner.

Employee benefits

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result
of services rendered by employees up to the reporting
date.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised until
the time of leave.

Retirement benefits

Pursuant to the relevant regulations of the PRC
government, the Group participates in a local
municipal government retirement benefit scheme (the
“Retirement Scheme”), whereby the subsidiaries of
the Company in the PRC are required to contribute
20% of the basic salaries of its employees to
the Retirement Scheme to fund their retirement
benefits. The local municipal government undertakes
to assume the retirement benefit obligations of
all existing and future retired employees of the
subsidiaries of the Company in the PRC. The only
obligation of the Group with respect to the Retirement
Scheme is to pay the ongoing required contributions
under the Retirement Scheme. Contributions under
the Retirement Scheme are charged to profit or
loss as incurred. There are no provisions under the
Retirement Scheme whereby forfeited contributions
may be used to reduce future contributions.
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2.

82

Summary of Significant Accounting Policies
(Continued)

2.21

2.22

2.23

2.24

Employee benefits (Continued)

Retirement benefits (Continued)

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the
“MPF Scheme”) under the Mandatory Provident Fund
Schemes Ordinance for all employees in Hong Kong
who are eligible to participate in the MPF Scheme.
Contributions are made based on a percentage of
the employees’ basic salaries and are charged to the
profit or loss as they become payable in accordance
with the rules of the MPF Scheme.

Capitalisation of borrowing costs

Borrowing costs attributable directly to the
acquisition, construction or production of qualifying
assets which require a substantial period of time to
be ready for their intended use or sale, are capitalised
as part of the cost of those assets. Income earned
on temporary investments of specific borrowings
pending their expenditure on those assets is
deducted from borrowing costs capitalised. All other
borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Government grants

Grants from the government are recognised at their
fair value where there is a reasonable assurance that
the grant will be received and the Group will comply
with all attached conditions. Government grants
relating to costs are deferred and recognised in profit
or loss over the period necessary to match them with
the costs that they are intended to compensate and
are presented separately from the costs.

Segment reporting

The Group identifies operating segments and
prepares segment information based on the regular
internal financial information reported to the executive
directors for their decisions about resources
allocation to the Group’s business components
and for their review of the performance of those
components. The business components in the
internal financial information reported to the executive
directors are determined following the Group’s major
operations.
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IR EERBAER)
2.25 R

2. Summary of Significant Accounting Policies 2.
(Continued)
2.25 Share-based payments

The Group operates equity-settled share-based
compensation plans and the options are awarded to
employee and others providing services to the Group.

All services received in exchange for the grant of any
share-based compensation are measured at their fair
values. These are indirectly determined by reference
to the equity instruments awarded. Their value is
appraised at the grant date and excludes the impact
of any non-market vesting conditions.

All share-based compensation is recognised as an
expense in profit or loss over the vesting period
if vesting conditions apply, or recognised as an
expense in full at the grant date when the equity
instruments granted vest immediately unless the
compensation qualifies for recognition as an asset,
with a corresponding increase in the share option
reserve in equity. If vesting conditions apply, the
expense is recognised over the vesting period, based
on the best available estimate of the number of equity
instruments expected to vest. Non-market vesting
conditions are included in assumptions about the
number of equity instruments that are expected to
vest. Estimates are subsequently revised, if there is
any indication that the number of equity instruments
expected to vest differs from previous estimates.

At the time when the share options are exercised, the
amount previously recognised in share option reserve
will be transferred to share premium. After vesting
date, when the vested share options are forfeited or
are still not exercised at the expiry date, the amount
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3.

84

Adoption of New and Revised Standards

(a)

Adoption of new/revised HKFRSs - first
effective on 1 January 2014

In the current year, the Group has applied, for the
first time the following new standards, amendments
and interpretations issued by the HKICPA, which
are relevant to and effective for the Group’s financial
statements for the annual period beginning on 1
January 2014:

Amendments to
HKAS 32

Offsetting Financial Assets and
Financial Liabilities

The amendments clarify the offsetting requirements
by adding appliance guidance to HKAS 32 which
clarifies when an entity “currently has a legally
enforceable right to set off” and when a gross
settlement mechanism is considered equivalent
to net settlement. The amendments are applied
retrospectively.

The adoption of these amendments had no material
impact on how the results and financial position for
the current and prior years have been prepared and
presented.
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3. Adoption of New and Revised Standards

(Continued)

(b)

New/revised HKFRSs that have been issued

but not yet effective

The following new/revised HKFRSs, potentially
relevant to the Group’s financial statements, have
been issued, but are not yet effective and have not

been early adopted by the Group.

HKFRSs
(Amendments)

HKFRSs
(Amendments)

HKFRSs
(Amendments)

Amendments to
HKAS 1
HKFRS 9 (2014)

Amendments to
HKFRS 10 and
HKAS 28

HKFRS 15

1 Effective for annual periods beginning on or

Annual Improvements 2010-
2012 Cycle?

Annual Improvements 2011-
2013 Cycle!

Annual Improvements 2012-
2014 Cycle®

Disclosure Initiative®

Financial Instruments®

Sale or Contribution of Assets
between an Investor and its

Associate or Joint Venture®

Revenue from Contracts with
Customers*

after 1 July 2014

2 Effective for annual periods beginning, or
transactions occurring, on or after 1 July 2014

8 Effective for annual periods beginning on or

after 1 January 2016

“ Effective for annual periods beginning on or

after 1 January 2017

2 Effective for annual periods beginning on or

after 1 January 2018

The directors anticipate that all of the
pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after
the effective date of the pronouncements. Information
on new and revised HKFRSs that are expected to
have impact on the Group’s accounting policies is
provided below. The directors are currently assessing
the impact of other new and revised HKFRSs upon
initial application but are not yet in a position to state
whether they would have material financial impact on

the Group’s results and financial position.
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3.

86

Adoption of New and Revised Standards
(Continued)

(b)

New/revised HKFRSs that have been issued
but not yet effective (Continued)

Annual Improvements 2010-2012 Cycle, 2011-
2013 Cycle and 2012-2014 Cycle

The amendments issued under the annual
improvements process make small, non-urgent
changes to a number of standards where they are
currently unclear. They include amendments to HKAS
16 Property, Plant and Equipment to clarify how the
gross carrying amount and accumulated depreciation
are treated where an entity uses the revaluation
model. The carrying amount of the asset is restated
to revalued amount. The accumulated depreciation
may be eliminated against the gross carrying amount
of the asset. Alternatively, the gross carrying amount
may be adjusted in a manner consistent with the
revaluation of the carrying amount of the asset and
the accumulated depreciation is adjusted to equal
the difference between the gross carrying amount
and the carrying amount after taking into account
accumulated impairment losses.

Amendments to HKAS 1 - Disclosure Initiative

The amendments to HKAS 1 are designed to
further encourage companies to apply professional
judgement in determining what information to
disclose in their financial statements. For example,
the amendments make clear that materiality applies
to the whole of financial statements and that the
inclusion of immaterial information can inhibit the
usefulness of financial disclosures. Furthermore,
the amendments clarify that companies should use
professional judgement in determining where and in
what order information is presented in the financial
disclosures.
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3. Adoption of New and Revised Standards
(Continued)

(b)

New/revised HKFRSs that have been issued
but not yet effective (Continued)

HKFRS 9 (2014) - Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets.
Debt instruments that are held within a business
model whose objective is to hold assets in order to
collect contractual cash flows (the business model
test) and that have contractual terms that give rise
to cash flows that are solely payments of principal
and interest on the principal amount outstanding
(the contractual cash flow characteristics test)
are generally measured at amortised cost. Debt
instruments that meet the contractual cash flow
characteristics test are measured at fair value through
other comprehensive income (“FVTOCI”) if the
objective of the entity’s business model is both to
hold and collect the contractual cash flows and to sell
the financial assets. Entities may make an irrevocable
election at initial recognition to measure equity
instruments that are not held for trading at FVTOCI.
All other debt and equity instruments are measured at
fair value through profit or loss (“FVTPL”).

HKFRS 9 includes a new expected loss impairment
model for all financial assets not measured at FVTPL
replacing the incurred loss model in HKAS 39 and
new general hedge accounting requirements to
allow entities to better reflect their risk management
activities in financial statements.

HKFRS 9 carries forward the recognition,
classification and measurement requirements for
financial liabilities from HKAS 39, except for financial
liabilities designated at FVTPL, where the amount
of change in fair value attributable to change in
credit risk of the liability is recognised in other
comprehensive income unless that would create
or enlarge an accounting mismatch. In addition,
HKFRS 9 retains the requirements in HKAS 39
for derecognition of financial assets and financial
liabilities.
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3.

88

Adoption of New and Revised Standards
(Continued)

(b)

New/revised HKFRSs that have been issued
but not yet effective (Continued)

Amendments to HKFRS 10 and HKAS 28 - Sale or
Contribution of Assets between an Investor and
its Associate or Joint Venture

The amendments clarify the extent of gains or losses
to be recognised when an entity sells or contributes
assets to its associate or joint venture. When the
transaction involves a business the gain or loss is
recognised in full, conversely when the transaction
involves assets that do not constitute a business the
gain or loss is recognised only to the extent of the
unrelated investors’ interests in the joint venture or
associate.

HKFRS 15 - Revenue from Contracts with
Customers

The new standard establishes a single revenue
recognition framework. The core principle of the
framework is that an entity should recognise
revenue to depict the transfer of promised goods
or services to customers in an amount that reflects
the consideration to which the entity expects to be
entitled in exchange for those goods and services.
HKFRS 15 supersedes existing revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and related interpretations.

HKFRS 15 requires the application of a 5 steps
approach to revenue recognition:

Step 1: Identify the contract(s) with a customer
Step 2: Identify the performance obligations in
the contract
Step 8:  Determine the transaction price
Step 4:  Allocate the transaction price to
each performance obligation
Step 5:  Recognise revenue when each

performance obligation is satisfied

HKFRS 15 includes specific guidance on particular
revenue related topics that may change the current
approach taken under HKFRS. The standard also
significantly enhances the qualitative and quantitative
disclosures related to revenue.
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R ZER (%)

3. Adoption of New and Revised Standards 3. RMAHITIREE

(Continued)

(¢) New Companies Ordinance provisions
relating to the preparation of financial
statements
The provisions of the new Companies Ordinance,
Cap. 622, in relation to the preparation of financial
statements will apply to the Company in its first
financial year beginning on or after 3 March 2014 (i.e.
the financial year ending 31 December 2015).

The directors of the Company consider that there
will be no impact on the Group’s financial position
or performance, however the new Companies
Ordinance, Cap. 622, would have impacts on the
presentation and disclosures in the consolidated
financial statements. For example, there will be
no requirement to include a statement of financial
position of the Company and related notes, and
statutory disclosures will be simplified.

Critical Accounting Estimates and
Judgements

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next year are discussed
below:

Depreciation

The Group depreciates property, plant and equipment on
a straight-line basis over the estimated useful lives of 5
to 54 years, starting from the date on which the assets
are available for use. The estimated useful lives reflect the
directors’ estimates of the periods that the Group intends to
derive future economic benefits from the use of the Group’s
property, plant and equipment.
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4.

90

Critical Accounting Estimates and
Judgements (Continued)

Inventory valuation

Inventory is valued using the cost method, which values
inventory at the lower of the actual cost and net realisable
value. Cost is determined using the first-in, first-out
method. The estimated net realisable value is generally the
merchandise selling price less selling expenses. The Group
reviews its inventory levels in order to identify slow-moving
merchandise and use markdowns to clear merchandise.
Inventory value is reduced when the decision to markdown
below cost is made.

Customer loyalty programme
Significant estimates is required in determining the
percentage of redemption of credit awards granted to the
customers. These estimates are based on historical records
and managements’ judgement. Management reassesses the
estimation at each reporting date.

Impairment of receivables

The management review receivables on a regular basis to
determine if any provision for impairment is necessary. This
estimate is based on the credit history of its customers,
past settlement and industry practice and current market
conditions. Management reassesses the impairment of
receivables at each reporting date.

Income tax

Significant judgement is required in determining the amount
of the provision of income tax and the timing of payment
of the related taxation. Where the final tax outcome is
different from the amounts that were initially recorded, such
differences will impact the current tax and deferred tax
provisions in periods in which such determination are made.
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4.

Critical Accounting Estimates and
Judgements (Continued)

Deferred tax liabilities

The recognition of deferred tax liabilities requires assessment
of the temporary differences which arise as a consequence
of different accounting and tax treatments. These temporary
differences result in deferred tax liabilities are included
within the statement of financial position. Deferred tax
liabilities are measured using substantially enacted tax rates
expected to apply when the temporary differences reverse.
Deferred tax liabilities are not recognised where it is more
likely than not that the liabilities will not be realised in the
future. This evaluation requires judgements to be made
including the forecast of future taxable income. Recognition
therefore, involves management’s judgement regarding the
future financial performance of the particular legal entity in
which the deferred tax liabilities have been recognised and
interpretation of country specific tax law and the likelihood of
settlement. However the actual tax liabilities could differ from
the provision and in such event the Group would be required
to make an adjustment in a subsequent period which could
have a material impact on the Group’s income statement.

Fair value measurement
The assets included in the Group’s financial statements
require measurement at, and/or disclosure of, fair value.

The fair value measurement utilises market observable inputs
and data as far as possible. Inputs used in determining fair
value measurements are categorised into different levels
based on how observable the inputs used in the valuation
technique utilised are (the ‘fair value hierarchy’):

e Level 1: Quoted prices in active markets for
identical items (unadjusted);

° [evel 2: Observable direct or indirect inputs other
than Level 1 inputs;

e [ evel 3: Unobservable inputs (i.e. not derived

from market data).

The classification of an item into the above levels is based on
the lowest level of the inputs used that has a significant effect
on the fair value measurement of the item. Transfers of items
between levels are recognised in the period they occur.

The Group measures investment properties at fair value. For
more information in relation to the fair value measurement of
the item, please refer to note 13 to the financial statements.
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5.

92

Segment Information

On adoption of HKFRS 8 Operating Segments, the Group
has identified its operating segments and prepared segment
information based on the regular internal financial information
reported to the executive directors for their decisions about
resources allocation to the Group’s business components
and review of these components’ performance. There are
two business components/reportable segments in the
internal reporting to the executive directors, which are
operation and management of retail stores and wholesale of
consumables. No operating segment analysis is presented
as less than 10% of the Group’s revenue, operating result
and asset is attributable to the wholesales of consumables.

Revenue from external customers for each operation
category, are disclosed in note 6(a).

The PRC is the country of domicile of the Group. The country
of domicile is determined by referring to the country which
the Group regards as its home country, has the majority of
operations and centre of management.

No separate analysis of segment information by geographical
segment is presented as the Group’s revenue and non-
current assets are principally attributable to a single
geographical region, which is the PRC.

Information about a major customer

There was no single customer that contributed to 10%
or more of the Group’s revenue for the years ended 31
December 2013 and 2014.

JIAHUA STORES HOLDINGS LIMITED e Annual Report 2014

DTREHR
WATRAEBZ X B HEELE
an HAERIB ER MR B RIT N AR &
RME - WNEMREHERGNER R
RNE BV B mEERESR [ELD
MK AKRECREBETHAAITE
FERUNHREEAREXBERE K
WA ZERBRBEZABHBHER -
SR EEE D B R mEDFER - [
MITESEL 2 ARHRETAMIMERE
BIEE AIZHROE - MEERER
ZEERBESIHER - ARAEEZ
WA~ BEXBREETPR10%TY
KEMHESRER  RUE2INEED
#BAAT ©

REIMERP 2 RERKLEHBEZH/A
M EE6(a) W E -

AEBEZAMBERSTE - EHER
DHEASBREEEM BR - RE
REBDEBREBH ORI

HRAEEZBWARFERBEELTE
REE—wR(BIHE)  ®IES
M EHRME D BE D 2D RPER D
#r o

BREEEFNER
REE-ZE—=FR-_FT—NF+=
A=1+T—HILFE  #HEE—FP(G
AEEUWZZ10%EIA L ©



Notes to the Financial Statements (Continued)
B AR L ()

For the year ended 31 December 2014
HE-Z-—WE+-A=1+—HIEE

6. Revenue and Other Operating Income 6. WARHEHMEZEWA
(@) Revenue (@ WA
The Group is principally engaged in operation and AREFBFTEER AR T EE
management of retail stores and wholesale of TEERHESES - WA
consumables. Revenue, which is also the Group’s (TRAAREE Y &) et
turnover, represents anoi(?’ed value of goods sold, net 1 RINGRER ([RER ) R
of value added tax (“VAT”), and after allowances for BRI EEE -

returns and discounts; rental income and the value
of services rendered. Revenue recognised during the
year is as follows:

nERE WA RARHERSE
BE - FRERBALT

2014 2013
—E-mE —F—=

RMB’000 RMB’000
ARBT ARETT

Sales of goods SHEE m 628,619 685,619
Commissions from HENEMSHES
concessionaire sales 114,142 119,735
Rental income from sub-leasing SHEERHEEHRSHA
of shop premises 40,806 40,002
Rental income from investment HEYENES WA
properties 8,448 799
Wholesale of consumables #2 SR 29,234 -
821,249 846,155
(b) Other operating income (b) Htb&EWA
An analysis of the Group’s other operating income is NEBHMEKE U A Z DI
as follows: mr

2014 2013
—E-mF —ET—=%F

RMB’000 RMB’000
ARMF T ARBTTT

Interest income FIEUWA 9,524 8,978
Net exchange gain R 1S F 5 325 504
Government grants (note) BT AL () 2,477 51
Administration and management fee 3 B £ & i 91T B &
income from suppliers BEBIA 41,526 41,704
Income from the management of
the stores KRB BRI 2 BA - 770
Others Hh 21,097 10,318
74,949 62#E25
Note:  Various local government grants have been granted to Mz : BE-T—=FK=-FT—NF
a subsidiary of the Group during the years ended 31 TZA=+—BLEFE  £&
December 2013 and 2014. There were no unfulfilled B — KM B A B ER ZIE
conditions or contingencies attaching to these government BT RERE + 52 35 B 6 B I
grants. B 85 £ e AR 2 A 0 AR 44 S B
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7. Operating Profit 7. KEBRF
—E-mF
RMB’000 RMB’000
AR®T T AR®ET T
Operating profit is arrived at i‘“%mﬂETDB‘T\MT
after charging:
Cost of inventories sold recognised Eﬁwﬁjﬁﬁiﬁﬁﬁ’%ﬁ 5 Ak 2N
as expense 556,965 563,690
Auditor’s remuneration E+ & 851 808
Amortisation of prepaid land lease i@ﬁﬁiiﬂzéﬁﬁﬁ 261 393
Depreciation of property, plant and VI~ BE LEREITE
equipment 31,033 35,803
Loss on disposal of property, LEWE  BERRESE"
plant and equipment* 199 880
Operating lease rentals in respect of L MEFHLEHEHR S
land and buildings 51,442 57,090
Obsolete inventories written-off* WEREFE" 217 3,022
Provision for closure cost* E RPN - 3,000
Compensation of closure cost* R AN (E - 2,000
Inventories loss FEEE 393 403
Loss on deregistration of a subsidiary — I B A 7#EEEM 2 & - 51
Staff costs, including directors’ BTN BREEZFNE
emoluments (note 30(a)) (M97E30(a))
Salaries and other benefits Hro M EMmET 77,925 80,458
Contributions to pension schemes RIS IR 9,400 9,858
87,325 90,316
and crediting: REFTA
Net exchange gain IE RS 325 504
Rental income from investment WEMFEZASWA
properties 8,448 799
Sub-letting of properties DRI
— Base rents —EAHEE 36,735 35,850
— Contingent rents ** — AR 4,071 4,152
40,806 40,002
Total gross rental income @S WA 49,254 40,801
Less: Direct operating expenses B PAEABREVE & A R)HR
arising from investment properties BYEEFNEELESRS
that generated rental income
during the year (26) (12)
Less: Direct operating expenses B P AN A BREAE S UL A
arising from investment properties MR EMEELENEREES
that did not generate rental income =53
during the year - (161)
Less: Outgoings of sub-letting of B D HEYERE
properties (12,761) (13,926)
Net rental income FH WA 36,467 26,702
Notes: B 5E
* The Group has closed down a loss-making store in July 2013. These * AEEER _FT—=F+ AN —HEk
amounts were costs relating to this closure charged for the year SRR JEH - %%?Xﬁ%ﬁﬁﬁﬁﬁi
ended 31 December 2013. T——F+_A=+—HILFE ' ZE
Sz B -
S Contingent rents are calculated based on a percentage of the > AT E TR B & a5 1R P AR S
relevant sales of the tenants pursuant to the rental agreements. EMNETAEDLE -
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8. Finance Cost 8. HKEAR
2014 2013
—F-nmF —F—=
RMB’000 RMB’000
AR¥T T ARETTT
Interest charged on: A TZ AT S
Imputed interest expense on B R B R R BRET R B S
promissory note payable - 2,215
Interest expense on revolving loan BIRERFEMX 1,238 1,492
1,238 3,707
9. Income Tax Expense 9. FISBiX

2014 2013
—E-NmEF —T=F
RMB’000 RMB’000
ARET T AREFT

Current income tax BIHAFT 15 %%
— PRC enterprise income tax — R EER 14,952 15,193
- PRC withholding income tax — BT HIATISEE 1,414 3,814
16,366 19,007
Deferred tax (note 25) FEERIAE (I 5E25) 1,750 2,501
18,116 21,508

The Group is not subject to any taxation under the
jurisdiction of the Cayman Islands and British Virgin Islands
during the year (2013: Nil).

No provision for Hong Kong Profits Tax has been made as
the Group had no estimated assessable profits in Hong Kong
for the year (2013: Nil).

Subsidiaries of the Company established in the PRC were
subject to PRC enterprise income tax at the rate of 25% for
the year under the income tax rules and regulations of the
PRC (2013: 25%).

Pursuant to the Detailed Implementation Regulations for
implementation of the new Corporate Income Tax Law of
the PRC issued on 6 December 2007, a 10% withholding
income tax shall be levied on the dividends remitted by
the companies established in the PRC to their foreign
investors starting from 1 January 2008. Dividends declared
or proposed out from the profits generated by the PRC
companies after 1 January 2008 shall be subject to this
withholding income tax.
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9. Income Tax Expense (Continued) 9. Fr5HBER(E)
Reconciliation between income tax expense and accounting REARMKRAENAEHR KBSt
profit at applicable tax rates: i A2 AR

2014
—E-mF

RMB’000 RMB’000
ARBT R ARETT

Profit before income tax % B 18 %54 il i A 76,772 66,886
Tax on profit before income tax, BRETSH D& MAFIE @ 128

calculated at the rates applicable RAR % RLARE (= s A1 iE A &Y

to profit in the tax jurisdictions HEFTE

concerned 19,327 16,745
Tax effect of non-deductible expenses 7~ a] 154 5 =2 H i 7% &7 ‘?V = 766 2,132
Tax effect of non-taxable income BEFRIRANTR G E (3,917) (1,461)
Effect of withholding income tax on AREE R ER B R 5K

distributable profits of the ikl EOREEI R E S Th 2

Group’s PRC subsidiaries 1,414 3,814
Tax effect of tax loss not recognised  RIERTIAE BRI T TE 2 633 905
Tax loss utilised BEER 2 BiEEE (107) (627)
Income tax expense ISR 18,116 21,508

10. Dividends 10. BE
(a) Dividends attributable to the year (@) ATFEELERE

2014 2013
—F-mF == =

RMB’000 RMB’000
AR®T R ARBTT

Proposed final dividend for the year #Z —-Z—PMF+— A

ended 31 December 2014 of =t HLEFERREER

approximately RMB2.04 cents HREFREBEROAR

per ordinary share (2013: RMB2.01 #2047 (=& —=4:

cents) AR#E2.015) 21,165 20,854
The final dividend proposed after the reporting date W& HRER TR RS I E
has not been recognised as a liability at the respective REEBEHREANERE  BEERKA
reporting date, but reflected as an appropriation of u%ﬁrﬁ’ﬂ%‘é@mﬂ 7 BE ©

retained profits for that year.
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10. Dividends (Continued)
(b) Dividend attributable to the previous year,
approved and paid during the year

Final dividend in respect of the
previous year, of RMB2.01 cents
per ordinary share

10. RE (&)
b) FAMAERIRMSH LEEE
EEERE

2014 2013

—E—MF —ET—=

RMB’000
AR®T R

RMB’000
ARETTT

HAFEORBERES K
EBRBRARK2.010
(ZZ—=F: ARK

paN
(2013: RMB2.82 cents) 2.8253)
— Approved during the year —FAHE 20,854 29,258
— Paid during the year —FRIET (20,854) (29,258)
11. Earnings Per Share 11. SRER

The calculation of basic earnings per share is based
on the profit attributable to owners of the Company of
approximately RMB58,656,000 (2013: RMB45,378,000)
and the weighted average number of approximately
1,037,500,002 (2013: 1,037,500,002) ordinary shares in
issue during the year.

Diluted earnings per share were same as the basic
earnings per share as the exercise price of the Company’s
outstanding options were higher than the average market
price for the years and there were no other potential dilutive
ordinary shares in existence during the years.

EREARBFNZFARNRBHEF A
FE (5 & F 49 A R # 58,656,000 7T
—FT— =% : AR ¥ 45,378,000
T0) RFAE BT E BRI T H
%91,037,500,002f% ( = T — = 4 :
1,037,500,002/% )5+ & -

MR ARBHARITEBREZTEE
SRFERFETHE  BERESEN
HEEREABNERRFALER
BEFEN 2B -
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12. PROPERTY, PLANT AND EQUIPMENT - 12. ¥¥ - - BERRE —LEE
GROUP

Furniture,
Leasehold Leasehold Plant and Motor vehicles fixtures and
building improvements  machinery and tools  equipment

XA %B

BERT HENXEE HEREE AERIR e nE

RMB'000  RMB000  RMB000  RMB000  RMB000  RMB'000
ARBTE  ARBTL ARETR ARETT ARETT ARETR

At 1 January 2013 R-F-=%-A-H

Cost KA 32,035 178,086 19,934 11,941 95,861 337,857
Accumulated depreciation ZiHHTE - (148,342) (11,651) (9,212) (78,375) (247,580)
Net carrying amount  BREEE 32,035 29,744 8,283 2,729 17,486 90,277
Net carrying amount  EEEE{E
At 1 January 2013 R-E-=£-F—H 32,035 29,744 8,283 2,729 17,486 90,277
Additions AE - 30,617 670 861 10,170 42,318
Disposals LE - = (11) (451) (1,397) (1,859)
Depreciation g (563) (26,831) (1,900) (818) (5,691) (35,803)
At 31 December 2013 R=-Z-=F

+=B=t+-H 31,472 33,530 7,042 2,321 20,568 94,933
At 31 December 2013 R=F-=f

and 1 January 2014 +ZB=1-H
k=E-m&
~—A-H
Cost KA 32,035 208,703 20,374 11,703 102,119 374,934
Accumulated depreciation Zzt#7& (569) (175,173 (13,332) (9,382) (81,551) (280,001)
Net carrying amount  BREE(E 31,472 33,530 7,042 2,321 20,568 94,933
Net carrying amount  BREE(E
At 1 January 2014 R=E-ME—F—H 31,472 33,530 7,042 2,321 20,568 94,933
Additions B = 26,870 25 = 1,238 28,133
Disposals e - - 6) (420) (399) (825)
Depreciation nE (125) (22,064) (1,208) (656) (6,980) (31,033)
Written off ik = = - = (1,254) (1,254)
Transfer to investment BB ZEREYL
properties (note 13) (Fi7E13) (10,490) - - - - (10,490)

At 31 December 2014 RZE-[N&

t=A=t-H 20,857 38,336 5,853 1,245 13,173 79,464
At 31 December 2014 ~ R=B—ME

~t=A=t-A

Cost KA 21,357 235,573 20,382 10,310 100,241 387,863
Accumulated depreciation Zt#7& (500) (197,237) (14,529) (9,065) (87,068) (308,399)
Net carrying amount  BRE R/ 20,857 38,336 5,853 1,245 13,173 79,464
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For the year ended 31 December 2014

BE—ZT—

12.

13.

ME+=—A=+—HIEFE

PROPERTY, PLANT AND EQUIPMENT -
GROUP (Continued)

At as 31 December 2014, the Group’s leasehold buildings
carried at cost were situated in the PRC (2013: the PRQC)
and are held under medium term lease (2013: medium term
lease).

Depreciation charges incurred for the year were recognised
in the consolidated statement of comprehensive income
as “selling and distribution costs” and “administrative
expenses” amounted to approximately RMB30,934,000
(2013: RMB35,664,000) and RMB99,000 (2013:
RMB139,000) respectively.

INVESTMENT PROPERTIES - GROUP

12.

13.

MK - WERR KR
IIE
R-ZE-—HF+-A=+t—8 K&

BRAAFIREERTFARPE(Z
F—=F: 7l AEFHEO(=
T—=F: pHBENEE -

FREENTELHERGEEZAEANK
=R [HEE R KA K [1TH
Y 1o BIRER 4 A R #30,934,0007C
(ZZ—=% : AR#¥35,664,0007T)
BAREQY000TL(ZFE—=F : A
R #139,0007T) °

REVME-FEH

2014
—E-mF
RMB’000 RMB’000
AR¥T T ARETTT
At beginning of the year FE 4] 232,000 222,000
Transfer from property, plant and B - BRERZHEEA
equipment (note 12) (FzE12) 10,490 =
Transfer from prepaid land lease miEN L E A (HizE14)
(note 14) 6,936 —
Revaluation gain upon transfer of RYERYE  BEK
property, plant and equipment and RIEE R G Y XS
prepaid land lease to investment ZEFKE
properties 574 -
Increase in fair value of investment B E N EE N
properties 7,000 10,000
At end of the year FR 257,000 232,000

The investment properties represent various buildings and
leasehold land located in the PRC held for generating rental
income and the leasehold land will expire in 2066.

The fair values of the Group’s investment properties as at
date of transfer, 31 December 2013 and 2014 were arrived
at on the basis of valuations carried out at those dates by
Shing Yin Appraisal Limited, a firm of independent qualified
professional valuers not connected to the Group, who have
appropriate qualifications and recent experiences in the
valuation of similar properties in the relevant locations. The
revaluation gain on date of transfer is recognised in the
property revaluation reserve for the year. The revaluation
gain on reporting dates is recognised in profit or loss for the
years.

REMERBRDES WAL
%r'i;EP’fi—‘F&?Fﬂ 4 MAEEL
i&mHIqBEH_J'BA /\/\ﬂz}zllﬁ

REBEREMENREZEAE

—=FR-F— EE‘F_H*—I— El
EI’Q/D\$TE C DERBOTHEER AR

DAINZERBETHREESR - H
HARERNEEMEMENBE LS ER
HEMEMT - WAAN AR ER
BUMERZBEERICOBER - &
AR BERWERAFY RS
HER - MEBBHzERBERNEF
I8 ER °
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For the year ended 31 December 2014
HE-_ZT-NWFE+-_A=1t—RHIFE

13. INVESTMENT PROPERTIES - GROUP 13. ®REY¥X—&x&EH(E)

(Continued)

The fair value of investment properties is a level 3 recurring BREYMENATFELSEIBEEEA
fair value measurement. FEFE o

Fair values of investment properties is determined using the HEYMENANFENERENLLIRSG
direct capitalisation method by capitalising the rental income A (HAEDENESFKAE HBE
derived from the existing tenancies with due allowance for BEEX)EENHESWAREAEESR
the reversionary income potential of the properties. The fair NEEETE - A EtEEHmBEEA
value measurement is positively correlated to the market TSP IELL + i B2 4F 5 0] 3 & Il Ak )
monthly rental rate and negatively correlated to term yield. kb e

Valuation

techniques Significant unobservable inputs

fRERM BEREFBRZERBA

As at 31 December 2014
R-E-—NE+=-A=+—H
Investment properties Direct capitalisation Market monthly rental rate taking RMB80 to
method into account of individual factors RMB270
such as location, environment,
age, accessibility, floor, size. etc.

(RMB/sqg.m.)
REME HEEANMEE mEEAMRLHREMAE « BIE - ARKSOTTE
EiR - TENE EE - RIE AR¥2707T
EARRE(ARE FHX)
Capitalisation rate of reversionary 4% 10 5%
income
ERRANEAR X 4%%E5%
There were no changes to the valuation techniques during FRHE M B EE) o
the year.
The fair value measurement is based on the above NEEFTEDER LAWESFETEE
properties’ highest and best use, which does not differ from TR (EEERAZER)

their actual use.
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BE-F-ME+-A=+-BLTE

14. PREPAID LAND LEASE - GROUP 14. ANt#HBEE-FKH

2014 2013
—EF-mE —F=5

RMB’000 RMB’000
ARBT R ARETT

At beginning of the year F14

Cost D% 21,198 21,198
Accumulated amortisation 2T (556) (163)
Net carrying amount AR FE 20,642 21,035
Net carrying amount REFE

At beginning of the year £ 20,642 21,035
Transfer to investment properties EREKEYE (H:E13)

(note 13) (6,936) -
Amortisation R (261) (393)
At end of the year FR 13,445 20,642
At end of the year FR
Cost B AR 14,132 21,198
Accumulated amortisation RETHEEH (687) (556)
Net carrying amount R FE 13,445 20,642

The Group’s prepaid land lease is situated in the PRC (2013: AEBBN T HBEEMRFE(ZE
the PRC) which is held under medium term lease (2013: —=F: ) WERPHABH(ZZ
medium term lease). — =% : pHEAFE -
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HE-Z-—NWE+-A=1+—HIEE

15. DEPOSITS PAID, PREPAYMENTS AND 15. EBft#% - B RXEREGE
OTHER RECEIVABLES - GROUP KB — AEE

2014 2013
—2-mF —E=F

RMB’000 RMB’000

ARBTR ARETT

Non-current assets kRBEE
Deposits paid BEffiES
- Rental deposits —Here 8,374 7,521
Current assets REEE
Deposits paid BEffEE 2,145 5,179
Prepayments TEfT IR 14,690 17,370
Payment in advance for acquisition of UEEWE - KE REES

property, plant and equipment TERTFRIB 14,131 -
Advances to suppliers SRS 4,316 2,839
Amounts due from the disposed

subsidiaries FE U & 2 B B & Rl 5K IE - 52
Other receivables (note) e MR TE (B aE) 25,539 20,606

60,821 46,046
Note: Included in the balance was input VAT receivable of approximately iz #ZHBPEER_T-—DNF+A

RMB12,513,000 as at 31 December 2014 (2013: RMB15,592,000).
Input VAT arose when the Group purchases products from suppliers
and the input VAT can be deducted from output VAT on sales.

Except for VAT receivables which had no expiry date, all other
receivables were repayable either on demand or no later than 31
December 2014 and 2013 respectively.

The directors of the Company consider that the fair values of other
receivables, except for VAT receivables, which are expected to
be recovered within one year are not materially different from their
carrying amounts because these balances have short maturity
periods on their inception.
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For the year ended 31 December 2014
BE-F-ME+-A=+-BLTE

16.

INTERESTS IN SUBSIDIARIES - COMPANY

16.

REBRARNER - AQF

2014 2013
—T-mE —T—=F
RMB’000 RMB’000
AR®T T ARETIT

Investments in subsidiaries RSB R RRERE
Unlisted shares, at cost JE T - RS 67,848 67,848
Amounts due from subsidiaries JE UL BT B A R FRIE 281,071 283,018

The amounts due from subsidiaries were in the nature of
current accounts and were unsecured, interest-free and
repayable on demand.

Details of the subsidiaries are as follows:

FE WP I8 A IR IR B A R BRIAIE G -
REER  RERBRBERER -

B ARFBWT

Company name

Forever Prosperity International

Place of
incorporation/
establishment and
legal form of entity

MR/ KIBER
REARH

British Virgin Islands, limited

Particulars of
issued share/paid-up
registered capital

BRARR/
BARHMERRE

United States Dollars

Company Limited liability company (US$") 20
XRERERAR EBRLES BRAMLNE 20En(ET))
Ding Xin Investment Company Limited  Hong Kong, limited liability  Hong Kong Dollars
SHREBRLF company (‘HK$) 0.1

&% FREEAR 0.1BT(ETL])
Heng Run Xin Investment Hong Kong, limited liability ~ HK$10,000

Company Limited company 10,00037T
ERSREARAR &8 AREAAA
Shenzhen Ding Xin Department Stores  The PRC, limited liability RMB5,000,000

Company Limited company AR#5,000,00075
AMISHEEERAT hE EREELT
Shenzhen Commercial Investment The PRC, limited liability RMB2,000,000

Management Limited company AR2,000,0007C
MITAEEHEREERARLAT 7@ FRAELA
Shenzhen Baijiahua Yunshang Limited  The PRG, limited liability RMB100,000

(note (i) company AR100,0007

RTALEEAEARAT
(2 0)

hE - BRELLT

Percentage of interest
held by the Company

LNGEZY FyEpilig
Directly Indirectly

Bk [

100% =

Principal activities and
place of operations

TEXBRAERY

Investment holding in
Hong Kong
REBETREER

= 100%  Investment holding in
Hong Kong
REBETREALER
- 100%  Dormant
s
- 100%  Dormant
TEEN
- 100%  Dormant
TREE
- 100%  Wholesale of consumables in

FEREERRERAE « 2 —WFFRH

the PRC
P i
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HE-Z-—NWE+-A=1+—HIEE

16. INTERESTS IN SUBSIDIARIES - COMPANY 16.
(Continued)
Details of the subsidiaries are as follows (Continued):

KB A AR RS — AN DT (&)

MBARFEWT - (&)

Place of
incorporation/ Particulars of
establishment and issued share/paid-up Percentage of interest  Principal activities and
Company name legal form of entity registered capital held by the Company place of operations
RRAREREADL
Directly Indirectly
A/ RLBHR BRTREG/
EEARR BHREMERFE Ei g  FEEBREELE
Shenzhen Qianhai Baijiahua The PRC, limited liability RMB50,000,000 - 100%  Inactive
Commercial Factoring Limited company AR50,000,0007 TR
(note (i) mEl - BRALAT
AITHEREEBRREARLA
(B3E )
BUH Department Stores The PRC, limited liability RMB220,400,000 - 100%  Investment holding and
MM EEZREERLA company AE%220,400,0007 operation and management

of retail stores in the PRC
RABEETREERRAER

B ARALAT

ERTER
Guangxi Baijiahua Department Stores  The PRC, limited liability RMB10,000,000 - 100%  Operation and management of
Company Limited company AK#10,000,0007T retail stores in the PRC
BRAEEREARAA hE - ARELAT RAESEEERTER
Yunnan Baijiahua Department Stores ~ The PRC, limited liability RMB10,000,000 100%  Dormant
Company Limited company ARE10,000,0007 TR

ZRMAEEARARLT

hE - ARAMAT

LB ARMMBRERCHRTE)
IR R,/ SEEGEREBEEYL
ERRETIMEHEMBERRAEZ

The financial statements of the above subsidiaries were
audited by BDO Limited, for statutory purpose and/or for the
purpose of the group consolidation.

RER - HENB QR ETENED

None of the subsidiaries had issued any debt securities at

the end of the year. L o
Note: BT
(i) During the year, the Group incorporated the new wholly-owned (i) FR - AEEBDRFEMATIFTEZEN

subsidiaries, Shenzhen Baijiahua Yunshang Limited (F3I & £ BRARIAYTEEEZERHEHEGRA
ZrHEARARF]) and Shenzhen Qianhai Baijiahua Commercial AREY AR EERERESR
Factoring Limited (R 818 & (EZE £ RIZH R A 7)) respectively. NGRS
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HE-Z-—WE+-A=1+—HIEE

17. INTERESTS IN AN ASSOCIATE - GROUP 17. R—XBEAT R - FKE

2014 2013
= .k —F=F

RMB’000 RMB’000
ARBT R ARETT

Share of net assets L& EFE 991 -
Goodwill SRS 600 -
1,591 -
Details of the associate are as follows: Bt N AFEIBAT ¢
Place of incorporation/  Particulars of Percentage of interest
establishment and paid-up registered  held by the Company  Principal activities and
Company name legal form of entity ETIE] Indirectly place of operations
HEMAL/ RIEHR FAAHBEREER
ARER HEAEH BAREMEAES BAk TEERROSE LY
Shenzhen Egoos Mobile The PRC, limited liability ~ RMB3,000,000 30% Operation and management of
Internet Limited (note (i) company ARH3,000,0007C online sale in the PRC
MTBLEBYERERAT  HE FREAAA RAESRRERE FHE
GEA()
Note: B &E -
(i) During the year, the Group acquired 30% equity interests of an (i) FAN - ANEEUE—MEEQRRI
associate, Shenzhen Egoos Mobile Internet Limited (3% 4488 M LER B B AR R A Z30%M%
BEEBRAR) HE o
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HE-ZME+-A=+—ALEE

17. INTERESTS IN AN ASSOCIATE - GROUP 17. R—XE&EAR2#ER —KEEHE
(Continued) (4&)

EERL DB ERREAKEY

In the opinion of the directors, the above associate is

not material to the Group and the summarised financial
information is set out below:

TEX  BBEMBZRNT

2014 2013

—E-nmEF —T=F

RMB’000 RMB’000

AR¥T T ARETTT

Loss from continuing operations BEKEERZEER 6,696 -
Other comprehensive income E 2 mEles - -
Total comprehensive income ZHENRETE 6,696 -

18. INVENTORIES AND CONSUMABLES -

18. FEKRGZHER-F5H

GROUP
2014 2013
—F-NEF —F—=F
RMB’000 RMB’000
ARET T ARETIT
Merchandise for resale EERE D 78,843 100,666
Low value consumables KESFER 4,431 4,886
83,274 105,552
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HE-Z-—WE+-A=1+—HIEE

19.

TRADE RECEIVABLES - GROUP

All of the Group’s sales are on cash basis except for certain
wholesale of consumables, bulk sales of merchandise to
corporate customers and rental income receivables from
tenants. The credit terms offered to these customers or
tenants are generally for a period of one to three months.

The aging analysis of the Group’s trade receivables, based
on invoice dates, is as follows:

19.

BUWEZERER-—A&H
BRETRCEEPELN SRR
% AEPMEEEEEATNES
WA REBAAHEY ARG
T -BETUHEEPIERNEES—
RE—Z=M@EA -

AEBERKE ZRFIZER R HNEE
AT

2014

—E-mF
RMB’000 RMB’000
ARMT T ARETTT
Within 30 days 30H A 4,633 1,389
31-60 days 31260H 186 76
61-180 days 612180H 104 -
181-365 days 181£365H - -
Over 1 year —F P E 1 123
4,924 1,588

Impairment of trade receivables is established when there
is objective evidence that the Group will not be able to
collect all amounts due according to the original terms of the
receivables. Significant financial difficulties of the debtors
and default or delinquency in payments are considered
indicators that the trade receivables are impaired. All of the
Group’s trade receivables have been reviewed for indicators
of impairment.

=

A EBEBRB RIS EREAIRR
& W 3Rk 1R IR FE F B W [B1 A B B A R
R RIEERKEZRARDREE - R
UNEESEDNI L SO i
RFRBEG B EKE 5 8RR ERER
BE - AREMARKESERAD
mE 2D hERERR
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BE—ZT—

19.

108

ME+=—A=+—HIEFE

TRADE RECEIVABLES - GROUP (Continued)
Impairment losses in respect of trade 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 trade receivables
directly. There was no allowance for impairment loss as at 31
December 2014 (2013: Nil).

The aging analysis of Group’s trade receivables that were
neither past due at the reporting date nor impaired and, past
due at the reporting date but not impaired, based on due
date is as follows:

19.

B E 5 RN — ANEE (&)
FEN B 2 BR K 2 R (B B 1R A B AR A
B RIFAEBRR/ERRZ LT
B REERT - REBEEER
B ZRME - R_F—F
TZA=t—HYERAREBEEL
BE(CT—=F &)

RiE B BB SR E RN RE R
BB B A EREN AR EE R E 5k
FIRB AR BRE AT AT -

2014

—E-mF
RMB’000 RMB’000
AR¥T AR®ET T
Neither past due nor impaired fEm H R B 4,923 1,465
1-30 days past due #HAI1 =308 - =
31-180 days past due #HA31E=180H - =
181-365 days past due #HI1812=365H 1 123
4,924 1,688

Trade receivables that were neither past due nor impaired
related to customers or tenants for whom there were no
recent history of default. Trade receivables that were past
due but not impaired related to a number of customers
or tenants that had a good track record of credit with the
Group. Based on past experience, management believed
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 were still considered fully
recoverable.

The directors of the Company consider that the fair values
of trade receivables which are expected to be recovered
within one year are not materially different from their carrying
amounts because these balances have short maturity
periods on their inception.
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HE-Z-—WE+-A=1+—HIEE

20.

PLEDGED BANK DEPOSITS - GROUP AND 20.

COMPANY

2014

—g-mf
RMB’000
ARMTR

Bank deposits pledged against FEUE R 1T EFIEIHR
a bank loan included under TEF - FTARE
current assets BE

—F =
—= -

ARETT

100,000

EEARITER-—FEERE

A

Company
N
2013 2014 2013
—2-mFE —F-=
RMB’000 RMB’000
ARETRT ARETT

RMB’000

100,000 100,000 100,000

As at 31 December 2014, pledged bank deposits
are all denominated in RMB, of which an amount of
RMB100,000,000 bore interest at fixed rate of 2.69% per
annum and have a maturity date on 2 January 2015.

As at 31 December 20183, pledged bank deposits
are all denominated in RMB, of which an amount of
RMB100,000,000 bore interest at fixed rate of 3.1% per
annum and have a maturity date on 2 January 2014. The
Group further renewed the pledged bank deposits on 2
January 2014, of which an amount of RMB100,000,000 bore
interest at fixed rate of 2.69% per annum and have maturity
period of 1 year.

The directors of the Company consider that the carrying
amounts of these bank deposits approximate their fair values
because of their short maturity period on inception.

As at 31 December 2013 and 2014, all the pledged bank
deposits have been pledged to secure the bank borrowing of
the Group (note 26).

R-Z—WNE+—-A=+—H: A
BIEIPEITFERAAREE - &
A #100,000,0007T#22.69 & K
EFFERAS - BHAAE-ZT—AF
—HAZ=H-

R-ZT—=F+—-A=+—H: A
BIEFEITFERAAREE - &
AR #100,000,000701%3.1EH EFE
FFRE - A AT —NF—
A-H - AEBEER_Z—NF—HA
—HEZECEFRTERESR - A
R #100,000,0007T3%2.69[E & [E &
FRIRE  BHEAE—F -

ARABEERR  ZERITEHRHER
EEEXFERE  REEZEFR
RYBREBFR -

RZEBE—Z=ZFR_FT—NWF+_A
=+t—H8 BEEAREEEFRTE
FEAAREBIRTEENERKE
26) °
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BE—ZT—

21.

110

ME+=—A=+—HIEFE

CASH AND BANK BALANCES - GROUP AND
COMPANY

21. RERERT
A

TR -AKEERAE

Group Company
rEH KAF
2014 2013 2014 2013
—EF-mE —T-= =F-mFE =
RMB’000 RMB’000 RMB’000 RMB’000
ARSI AREFTT AR%¥ETR ARETT
Cash at banks and in hand RITRFHERS 144,182 203,421 765 5,091
Bank deposits maturing within % =1{& B R I H3 9
three months RITER 162,457 73,500 3,208 -
Cash and cash equivalents for IRE&RERHRE K
the purpose of statement of REeEEY
cash flows 306,639 276,921 3,973 5,091
Bank deposits maturing over =1 B 14 2 EARY
three months RITER 15,064 21,308 - -
321,703 298,229 3,973 5,091

The Group had cash and bank balances denominated
in RMB of approximately RMB320,919,000 (2013:
RMB294,233,000) of which the remittance of approximately
RMB317,711,000 (2013: RMB294,233,000) out of the PRC
was subject to the exchange control restrictions imposed by
the PRC government.

The Company had cash and bank balances denominated in
RMB of approximately RMB3,208,000 as at 31 December
2014 (2013: Nil).

The cash at banks bore interests at floating rates based on
daily bank deposit rates. Certain bank deposits bore interest
at floating rates with effective interest rates at 31 December
2014 were 0.35% (2013: 0.35%) per annum. The other bank
deposits bore interest at fixed rates with effective interest
rates at 31 December 2014 ranged from 2.35% to 2.55%
(2018: ranged from 2.60% to 2.80%) per annum. They had
maturities ranged from 3 months to 6 months (2013: ranged
from 3 months to 6 months) and were eligible for immediate
cancellation without receiving any interest for the last deposit
period.
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22.

TRADE PAYABLES - GROUP
The credit terms granted by suppliers are generally for a
period of 30 to 60 days. The aging analysis of the trade

22. ENEZERA-EFKE
R H a5 B H — R B30E 60

B BNBESERFIZER B HNKER

payables, based on invoice dates, is as follows:

DTN :

2014 2013

—E-—0OF ZE—=F

RMB’000 RMB’000

AR¥T R AREBTIT

Within 30 days 30H A 117,663 118,688
31-60 days 31260H 60,868 59,387
61-180 days 612180H 19,957 38,725
181-365 days 181£365H 3,704 6,903
Over 1 year —&FPAE 8,183 5,298
210,375 224,001

BERIBGRES - Bt - AEEZ
ENESEFEAERESEATE
ZREHH -

All amounts are short term and hence the carrying amounts
of the Group’s trade payables are considered to be a
reasonable approximation of fair values.

23. COUPON LIABILITIES, DEPOSITS RECEIVED, 23. EE&E  olixd  r HipE
OTHER PAYABLES AND ACCRUALS - FTREREFTER-FAEER
GROUP AND COMPANY PN

Group Company
rEH PN
2014 2013 2014 2013
—E-mF —T-=F ZF-BF —-T-=F
RMB’000 RMB’000 RMB’000 RMB’000
AR®TRT ARBTT AR®BTR ARETR
Coupon liabilities ER8BE 8,777 7,857 - =
Deposits received Bz S 14,242 13,126 - =
Other payables (note) HoAth & 5 508 (P E) 17,217 28,271 6 5
Accruals &R 18,591 19,841 950 563
58,827 64,095 956 568
Note:  Included in the balance was other PRC tax payables, other than MizE: HHPEETRBECEMSHUINLM
PRC Enterprise Income Tax, of approximately RMB3,350,000 at BHPEBE R_T—MNF+=A
31 December 2014 (2013: RMB4,053,000). Balance also included =+—B# AR¥3,350,0007T (=%
the amounts received from (i) suppliers when they send promoters — =% : AR%4,053,0007T) ° &k
to the retail stores and (ii) staff when joining the retail stores RIS l)%f#@%fﬁéﬁ%Aﬁé
of approximately RMB2,986,000 at 31 December 2014 (2013: g%ﬂfﬂ%}@”&t R R RIE &(II)EA
RMB4,267,000). BEIMBEZTEERERE THR
e U R = +*EmAE
#2,086,0007L(ZE—=F : AR#
4,267,0007T) °

TERERRERARE « —Z2—HNEFH 111
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For the year ended 31 December 2014

BE—ZT—

23.

24.

25.

112

ME+=—A=+—HIEFE

COUPON LIABILITIES, DEPOSITS RECEIVED,
OTHER PAYABLES AND ACCRUALS -
GROUP AND COMPANY (Continued)

All amounts are short term and hence the carrying amounts
of the Group’s and Company’s coupon liabilities, deposit
received, other payables and accruals are considered to be
a reasonable approximation of fair values.

AMOUNT DUE TO A DIRECTOR - GROUP
The amount was unsecured, interest-free and repayable on
demand.

DEFERRED TAX LIABILITIES - GROUP

As at 31 December 2013 and 2014, deferred taxation
liabilities are provided for in full on temporary differences
under the liability method using a principal taxation rate of
25%.

The following are the major deferred tax liabilities recognised
by the Group and movements thereon during the current and
previous financial years.

23.

24.

25.

RE8E chEe  HME
ARE R BEE 8 — AR R
A A7 (&)

FEFRESAES - Bt - ARER
ARARZBEEME  DWRS - Hft
FEAT OB K B At 88 AR B (E AR B L
RFEZ BRBLOY -

ENf—2EERE-—XKEH
BHFIEAEER 2R RIRERE

ELERBEEE-—FAEE
R-F—ZfR-_F-—HNF+_-A
=+—R ERAETHERZES
BEERELENARE  ETERE
EBR25%:TH o

AT AR B R A R B BT
B B R X EIEEBIA A 8 5 B
#9 -

Revaluation
of investment
properties Total
REWMESH wet
RMB’000 RMB’000
ARMT T AR¥T T
At 1 January 2013 R-—FE—=%—H—H 7,862 7,862
Deferred taxation debited to R Bz IELER 18 (F5E9)
the profit or loss (note 9) 2,501 2,501
At 31 December 2013 and RZE—=F+=-A=+—H
1 January 2014 k=ZZ—N&E—H—H 10,363 10,363
Deferred taxation debited to HBR B HY IR E R I8 (M EE9)
the profit or loss (note 9) 1,750 1,750
Deferred taxation debited to FOBR H At 2 Y s HY IR RE R IR
other comprehensive income 143 143
At 31 December 2014 R=-ZB—NE&E+=-HA=+—H 12,256 12,256

No deferred tax liabilities have been recognised in
respect of the temporary differences of approximately
RMB237,000,000 (2013: RMB201,000,000) associated with
undistributed earnings of certain subsidiaries established
and operate in the PRC because the Group is in a position
to control the dividend policies of its subsidiaries and it is
probable that such differences will not be reversed in the
foreseeable future.
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25. DEFERRED TAX LIABILITIES - GROUP 25, EiREAE - &~£H(H)

(Continued)

Deferred tax assets are recognised for tax losses carried
forward to the extent that realisation of the related tax
benefit through the future taxable profits is probable. As at
31 December 2014, the Group has estimated unused tax
losses of approximately 7,756,000 (2013: RMB12,496,000)
which were available for offset against future profits and are
subject to expiry period of five years as follows. No deferred
tax asset has been recognised in respect of the estimated
tax losses due to the unpredictability of future profit streams.

R FE T TE & 22 HA A BE 0 1B | 245 ) R
BHEBEERH AN EREGHEER
HEEER R-_Z—NF+— A
=t—8 AEBEEAHERSEH
HEBHARET?,756,0007C( = F
— =% : AR#12,496,0007T) * A
HEEPUKE A BRT - WRBA TR
E4F E BB fEm o BB 2R RETEORIR 2K %
IR - MEECEHBEER GRS
STAB AR IEBEMERR °

2014
—E-mF

RMB’000 RMB’000
ARBT R ARETT

Expire in RATEEEm

- 2015 ——Z—hF - 8,483

- 2016 ——F—RF 273 273

- 2017 ——Z—+F 2,580 2,580

- 2018 ——ZF—)\#F 1,160 1,160

- 2019 ——ZE—NEF 3,743 -
7,756 12,496

26. BANK BORROWING, SECURED - GROUP AND 26. Ci#fR{TERE —ExEBEREK

A

Group Company
S 3 b N

20183 2014 2013
—E-=F ZE-NFE -—ZT—=F
RMB’000 RMB’000 RMB’000
ARBTT AR®TRT ARETT

COMPANY
2014
—E-—NEF
RMB’000
ARET T
Current BN HR

Bank borrowing repayable on  ZBi% ZE KB E 8

demand MIRITEE 100,000

100,000 100,000 100,000

As at 31 December 2014, the bank borrowing is
dominated in US$, secured by the pledge bank deposits of
approximately RMB100,000,000 (2013: RMB100,000,000)
(note 20) and bear interest of floating rate at 1% (2013: 1%)
per annum over the London Interbank Offered Rate and is
repayable on demand.

R-E—NFE+-_A=+—H ' BT
BEUETHEMN  WHIEARITHE
4 AR %100,000,000C(—F—=
F : AR#100,000,0007T) (Kt3E20)
REER  WIEGIIRITREREFR
RINEFA%(—TE—=F : 1%) 0%
BFIRETE - RBREREEEE o

FERERRERDLE « —Z2—HFEFH 13
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27. SHARE CAPITAL - GROUP AND COMPANY 27. BRE-FEEREQF

2014 2013
—E-NE —E-=F
Number of Number of
shares shares
MR8 E frfh gk B
(‘000) RMB’000 (‘000) RMB’000
(TR) AR%¥Txn (FRR) AREF
Authorised: A
Ordinary shares of FIREE0.018TH)
HK$0.01 each Tak
At 1 January and n—A—HBX
31 December +=A=+—H8 10,000,000 97,099 10,000,000 97,099
Issued and fully paid: BETRHE
Ordinary shares of FREEC.0O1B T
HK$0.01 each TR
At 1 January and R—A—ARK
31 December +=ZA=+—H 1,037,500 10,125 1,037,500 10,125
28. RESERVES - GROUP AND COMPANY 28. fEE-—AEERAXAT

Group Company
S P N
2014 2013 2014 2013

—F-mEF —T-=F =F-WF —T-=F
RMB’000  RMB'000  RMB'000  RMB'000
ARMTRE AREBTRT ARETT ARETR

Share premium & & (B (a) 252,478 252,478 252,478 252,478
Statutory reserve EE (b) 50,222 46,270 - -
Statutory welfare reserve JE T @M E S (©) 2,286 2,286 - -
Merger reserve BOHEE (@ 12,373 12,373 - -
Share option reserve BB () 24 24 24 24
Contributed surplus N () - - 67,848 67,848
Property revaluation ¥ &k REEE
reserve 431 = - =
Translation reserve BEGHE (969) (969) - =
Retained profits 1REE S F 191,063 157,524 2,974 4,079
507,908 469,986 323,324 324,429
Dividend proposed B S 21,165 20,854 21,165 20,854

529,073 490,840 344,489 345,283
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28. RESERVES - GROUP AND COMPANY
(Continued)
The movements of the Group’s reserves for the year are
presented in the consolidated statement of changes in
equity.

The movements of the Company’s reserves for the year are
set out below:

Share  Share option
premium reserve

ROEE  BRERE

RMB'000  RMB'000
ARBTT  AREBTR

28. BE-—AXEERAQT(E)

AEERNERZ HEEDERGARKED
%25

ARARRFRZHEREESEFIAT

Contributed Retained Dividend
surplus profits proposed Total
BARE KRB A RIS @t
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETT ARETR

At 1 January 2013 W-E-=%—f—H 252,478 1,665 67,848 5,633 29,258 356,782
Profit and total EREHR
comprehensive income 2 Elzs4E5E
for the year - - - 17,759 - 17,759
Dividend approved —E-—fy
for 2012 R 2 _ _ - - (29,258) (29,258)
Proposed dividend ZE-ZF RIS
for 2013 - - - (20,854) 20,854 -
Lapse of share-based RPN HREISL R
compensation - (1,641) - 1,641 - -
At 31 December 2013 and R=Z—=%
1 January 2014 +-A=+-8k
—I-mE
—-R—A 252,478 24 67,848 4,079 20,854 345,283
Profit and total EREHR
comprehensive income 2 Elzs4E5E
for the year = - - 20,060 - 20,060
Dividend approved “E-=Fy
for 2013 BRERS - - = - (20,854) (20,854)
Proposed dividend —E-mEY
for 2014 B S - - - (21,169) 21,165 -
At 31 December 2014 R=Z-m#
+ZA=1+-H 252,478 24 67,848 2,974 21,165 344,489

Of the consolidated profit attributable to the owners of
the Company of approximately RMB58,656,000 (2013:
RMB45,378,000), a profit of approximately RMB20,060,000
(2013: profit of approximately RMB17,759,000) has been
dealt with in the financial statements of the Company.

AAREAABRLEEZMNAOARK
58,656,000 75 (=12 == = N i
45,378,0007T) F - = Al 49 A R #520,060,000
T(ZE—=4F : &% ARA17,759,000
T ERA RS Rz °

FEFEERABIRAA « T —WFFH 115
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28.

116

RESERVES - GROUP AND COMPANY
(Continued)

Notes:

(a) Under the Companies Law of the Cayman Islands, the share
premium account is distributable to the shareholders of the Company
provided that immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a position to
pay off its debts as and when they fall due in the ordinary course of
business.

(b) According to the relevant PRC laws, subsidiaries established in the
PRC are required to transfer at least 10% of their net profit after tax,
as determined under the PRC accounting regulation, to a statutory
reserve until the reserve balance reaches 50% of the entity’s
registered capital. The transfer of this reserve must be made before
the distribution of dividend to the subsidiaries equity owners. The
statutory reserve is non-distributable other than upon the liquidation
of the entity.

(c) According to the relevant PRC laws, companies established in the
PRC are required to transfer a certain percentage, as approved
by the directors of the subsidiaries, of its net profit after tax, as
determined under the PRC accounting regulation, to a statutory
welfare reserve. This reserve can only be used to provide staff
facilities and other collective benefits to its employees. The statutory
welfare reserve is non-distributable other than upon the liquidation of
the entity.

(d) The merger reserve of the Group arose as a result of the
reorganisation completed on 30 April 2007 and represented the
difference between the nominal value of the Company’s shares
issued under the reorganisation and the nominal value of the
aggregate share capital/registered capital and share premium of the
subsidiaries then acquired.

(e) The share option reserve of the Group arose as a result of the options
granted to the employees, directors and consultant of the Group.

(f) The contributed surplus of the Company arose as a result of the
reorganisation completed on 30 April 2007 and represents the
excess of the nominal value of the Company’s shares issued in
exchange for the consolidated net assets value of the subsidiaries
then acquired.
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29.

SHARE-BASED COMPENSATION - GROUP
AND COMPANY

Pursuant to the written resolutions of all the shareholders
passed on 30 April 2007, the Company has adopted the
Share Option Scheme (the “Scheme”).

The purpose of the Scheme is to provide the Company
with a flexible means of giving incentive to, rewarding,
remunerating, compensating and/or providing benefits to the
participants and for such other purposes as the Board may
approve from time to time.

Pursuant to the Scheme, the Board may, at its absolute
discretion, invite any executive or non-executive directors
including independent non-executive directors or any
employees (whether full-time or part-time) of any member of
the Group; any consultants, professional and other advisers
to any member of the Group (or persons, firms or companies
proposed to be appointed for providing such services),
(together, the “Participants” and each a “Participant”), to
take up options (“Option(s)”) to subscribe for shares at a
price determined in accordance with the paragraphs below.

The subscription price in respect of each share issued
pursuant to the exercise of Options granted shall be a price
solely determined by the Board and notified to a Participant
and shall be at least the highest of:

(@) the closing price of the shares as stated in the Stock
Exchange’s daily quotations sheet on the offer date;

(b) a price being the average of the closing prices
of the shares as stated in the Stock Exchange’s
daily quotations sheets for the 5 business days
immediately preceding the offer date (provided that
the new issue price shall be used as the closing price
for any business day falling within the period before
listing of the shares where the Company has been
listed for less than 5 business days as at the offer
date); and

(c) the nominal value of a share.

The total number of shares, which may be issued upon
exercise of all options to be granted under the Scheme and
any other share option scheme of the Company shall not
in aggregate exceed 100,000,000 shares, being 10% of
the total number of shares on the listing date, unless the
Company obtains an approval from its shareholders. Options
lapsed in accordance with the terms of the Scheme will not
be counted for the purpose of calculating such 10% limit.

29.

4 b

EE3

RO ZAHEM - REEERA
3

RESERREA-ZT+
HRBHMEEAZRR - NATIRMAE
IxiEstEI([&%5T811) -

ZAT Bl E EBE AR RIABRIEN T AR
SEELTHE - 2B e - B
R/S@H  AREBESTEAET
RHLERMEME Y -

REZTE > EFSR2RBBEAR
AREBEIKE AR EAAITHIE
HTEF(BREBIIFERTES) N
T E & (I im 2B e R ) A RA
SETMKERARNTMER - EX
AT R E MR (BB R E AR 5%
FRBOAL - BITAE) (EAA
THRA[28EE ])ERBRE (B
Bl RETHRETNERIER

% o

IR 18 4R R AR 1T (T 2T R
RONRAE  LAREER2HE
ERMRSERE - ARBERATR
BE

(a) NBEXAMRAE B REXRMN
SR YT &

b) EEZHAMAEEEBBR
B B $RE R AT IR (D F 1
MENEEERARBRE
WBERME LM BEELRAE
BRAE - AERERITESRER
7 E RTHIRE 2 % B ek
mE) &

) BKfmEE-

BIEARN R B ERFEESHE + TR
BRI % 5T &) R 2N 2 5] fa] £ A B8 A%
TSR E B REE T FE R
AREBITHR O BEHEXETFBE
100,000,000/% -+ B _ETh B Bk (0 48
EHI10% ° BLETEZ10%RHIM = -
BB ZATEERE R BB AR AE S T
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29.

118

SHARE-BASED COMPENSATION - GROUP
AND COMPANY (Continued)

On and subject to the terms of the Scheme, the Board shall
be entitled at any time, within 10 years after 30 April 2007
to make an offer of the grant of an Option by the Board (the
“Offer”) to any Participant as the Board may in its absolute
discretion select to subscribe for such number of shares
as the Board may determine at the subscription price. In
determining the basis of eligibility of each Participant, the
Board would mainly take into account the experience of the
Participant in the Group’s business, the length of service of
the Participant has exerted and made towards the success
of the Group and/or the amount of potential efforts and
contributions the Participant is likely to be able to give or
make towards the success of the Group in the future.

Notwithstanding any provisions of the Scheme, the limit on
the number of shares which may be issued upon exercise
of all outstanding Options granted and yet to be exercised
under the Scheme and any other share option schemes of
the Company must not exceed 30% of the shares in issue
from time to time.

Unless approved by the shareholders, the total number of
shares issued and to be issued upon exercise of the Options
granted to each Participant (including both exercised and
outstanding Options) in any 12-month period shall not
exceed 1% of the total number of shares in issue.

An Offer shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in
accordance with the terms of the Scheme or (where the
context so permits) the legal personal representative(s)
entitled to any such Scheme in consequence of death of
the Grantee and the Option to which the Offer relates shall
be deemed to have been granted and to have taken effect
when the duplicate of the offer letter comprising acceptance
of the Offer duly signed by the Grantee together with a
remittance in favour of the Company of HK$1.00 by way
of consideration for the granting thereof is received by the
Company within the date upon which the Offer is made to
such date as the Board may determine and specify in the
offer letter (both days inclusive).

All share-based compensation will be settled in equity. The
Group has no legal or constructive obligation to repurchase

or settle the Options.

The Options vest within one year from the dates of grant and
then are exercisable within a period of four to five years.
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29.

SHARE-BASED COMPENSATION - GROUP 29. K@ X {FH#M — ~XEBELAQ

AND COMPANY (Continued)

Details of the Options granted by the Company pursuant to
the Scheme and the Options outstanding as at 31 December

2014 were as follows:

ﬁ.l ( II?E;)
R-ZE—NE+=-_A=+—HARF
R IEFZ AT S5 A B AR K (A AR AT {8
RGBT ¢

Number of Options
FEREHE
Balanceat  Granted  Exercised Lapsed  Forfeited Balanceat Exercise
1 January during during during during 31 December price
Grant to Date of grant  Exercisable period 2014 theyear  theyear  theyear  theyear 2014 per share
R
s Zg-pf
—g-ng =4
-f-B&k FRTRE  FRAN  ERRK St-REH SRARE
HKS
BT
Independent non-
executive directors
BupaGES
Mr. Chin Kam 15 January 2011 17 January 2011 to 36,666 = = = = 36,666 0.90
Cheung 16 January 2016
FRELE Ef “E——4-A1tH
—A+HA EZ5E-ATAA
Mr. Al i 15 January 2011 17 January 2011 to 36,666 = = = = 36,666 090
16 January 2016
LhiA I—F “5——F
—At1A -AttA%
R
—Atr~A
Employees of 15 January 2011 17 January 2011 to 2 = = = = 2 090
the Group 16 January 2016
A5EES F—F —5—-F
—At1A -AttA%
R
—Atr~A
73,334 - - - - 73,334
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29. SHARE-BASED COMPENSATION - GROUP 29. B X {J3HM — AEBEKRQ

AND COMPANY (Continued) 7 (48)
Details of the Options granted by the Company pursuant to RZE—=F+_A=+—HART
the Scheme and the Options outstanding as at 31 December BIEZTETEHE ﬁﬁﬂﬂzg*& HARITE
2013 were as follows: ERENEBIT
Number of Options
BREHE
Balanceat ~ Granted  Exercised Lapsed  Forfeited Balanceat Exercise
1 January during during during during 31 December price
Grant to Date of grant  Exercisable period theyear  theyear  theyear  theyear 2013 per share
—E-= :
= t=f
ARA RiLBH ERRE EAGE  FAAR EARK ST-BER SRARE
HKS
BN
Executive directors
HTES
Mr. Zhuang LuKun -~ 8 August 2008 9 August 2008 to 1,000,000 = - (1,000,000 - - 046
8 August 2013
HEats ZET\E  ZZE)\E\ApRER
NANR “2-=#\ANA
Mr. Zhuang Pei Zhong - 8 August 2008 9 August 2008 to 400,000 = - (400,000) - - 0.46
8 August 2013
gL “ET)N\E “EEN\ENANRE
NANR “E2-=£\ANH
Mr. Gu Wei Ming 8 August 2008 9 August 2008 to 400,000 - - (400,000) - - 0.46
8 August 2013
BERLE “EI)\E ZES\ENANRE
NRNA ZZ-=ENANR
Mr. Zhuang Xiao Xiong 8 August 2008 9 August 2008 to 1,000,000 - - (1,000,000) - - 0.46
8 August 2013
RS ZET\E  ZZEN\E\AQRER
NANR ZZ-=EN\AR
Independent non-
executive directors
BUFHTES
Mr. Chin Kam Cheung 15 January 2011 17 January 2011 to 36,666 = = = = 36,066 090
16 January 2016
BiELE 22— B -4%-BtRZ
—R+AA ZE-E-RtA
Dr. Guo Zheng Lin 15 January 2011 17 January 2011 to 36,066 - - (36,666) - - 0.90
16 January 2016
FEMET “3—F  Z3—F-AttR%
-AtEE  ZE-RE-AtAA
Mr. Ai di 15 January 2011 17 January 2011 to 36,666 = = = = 36,666 090
16 January 2016
TREE “F—F  —Z--F-f+tRZ
-AtRE  ZE-AE-AtrA
Employeesof the 8 August 2008 9 August 2008 to 4,719,998 = - (4719,9%) - - 046
Group 8 August 2013
A5EES “IE\E  —ZE\E\AQRE
NANR “2-=£/\A/\R
15 January 2011 17 January 2011 to 2 = = = = 2 0.90
16 January 2016

e e =
—-A+IA “E-"E-RtiH

7,629,998 - - (7,556,664) - 73,334
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MR R R B aE (48)

For the year ended 31 December 2014

BHE_T—

29.

ME+=—A=+—RHILFE

SHARE-BASED COMPENSATION - GROUP
AND COMPANY (Continued)

Options granted on 8 August 2008:

The weighted average fair value of Options granted during
the year ended 31 December 2008 was RMB0.215 and were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$0.46 and exercise price as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 60.49%,
based on expected share price. Risk-free annual interest rate
was determined at 3.065%.

The underlying expected volatility was determined based on
the historical share price information of the Company from
the date of listing on 21 May 2007 to the date of Options
granted.

Options granted on 15 January 2011:

The weighted average fair value of Options granted during
the year ended 31 December 2011 was RMB0.331 and were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$0.90 and exercise price as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 76.598%,
based on expected share price. Risk-free annual interest rate
was determined at 0.732%.

The underlying expected volatility was determined based on
the historical volatility for a period matching the expected life
of the Options and reflects the assumption that the historical
volatility is indicative of future trends, which may also not
necessarily be the actual outcome.

Pursuant to the Scheme, no options were exercised (2013:
Nil) and no (2013: 7,556,664) Options were lapsed during
the year ended 31 December 2014. No options were
forfeited during the year ended 31 December 2014 (2013:
Nil).

The number of Options exercisable as at 31 December
2014 is 73,334 (2013: 73,334) and have a weighted average
remaining contractual life of 1.05 year (2013: 2.08 years).

29.

H’i{ﬁ%ﬁiﬁ@ﬂ —AREBEEKXD
IIE
R-ZBEENFNANBEHOER
7

ifi‘xﬁﬂ’]ﬁ%ﬁx%mﬂﬂéﬂ?i@ H'HE
BARY02157T » THIRA N7 — &F

BTN EERAETE - T EMAE
RBEBABENETRHHOBRE

0.4678 7T & L7 T{EE o ol « 515
MEH RFEHT B 1&&%;&%
5T E K 18 60.49% © 4 & K 6 ) R
EA3.065[F °

GiE! Fﬁ?ﬁéﬁ)ﬂ%ﬁﬁﬁ%ﬁz}iﬂﬂ BLEmH

H-TELFRA -+ BERLE
RiEEENBEREBERERE -

B’\\:i——i—ﬁ THARHANER

ﬁgﬁ

REZE_TE——F+-_A=+—81t
FERHMBERENINEFSRAFE
B AR®E0.3317T © JHIRIA N 72 — &F
MIATPETERAET - sTEFBE
AEEE ABRERETHHNRE
0.9078 7T & Eat 1T (& = kb 5HE
MEF RTEHTRE $&iﬁﬁu+ﬂxff
SEHRIE76.598% o M & g 4 F| =
TE/30.732[F °

MR K IR TR IBEC & B E R TR
SRR B R IR M B W R B T

/&VPEEF%?KPKﬁ%*“TaTTEI’JfE““ HR
flgjﬂsl\‘
RIEZFE > RBEE-_FT—OF+=

= t+—HULEFE #EgE(=Z2—=
FEm)BREETE TE(ZE
— =4 ! 7,556,66417 ) BAXE KDL o
REZ-_ZE—NFE+-_A=+—H8I1t
FE - BEEBERERLSK(ZE—=
F ) e

R-E—mWE+—_A=+—8 7AF
THEMERESE 573,334 (=%
—=1F : 73,3341p) R in#EF I F gk
BHFHR1.05F(ZF—=F :2.08
i)
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Notes to the Financial Statements (Continued)
B R Rk L ()

For the year ended 31 December 2014
HE-Z-—NWE+-A=1+—HIEE

30. DIRECTORS’ REMUNERATION AND SENIOR 30. EEFMRSRAETEAENS
MANAGEMENT’S EMOLUMENTS

(@) Directors’ emoluments (@ ES=M=
The emoluments paid or payable to the directors were B EMAESZENT
as follows:

Salaries,

allowance

and other Contributions
benefits to pension

Fees in kind schemes Total

e R2MR BIKSIE
e HtuBUFH M et
RMB’000 RMB’000 RMB’000 RMB’000
ARSI AR®BTR AR®BTR AR¥ETR

2014 —E—mE

Executive directors HIiTEE

Mr. Zhuang Lu Kun HEpEs ST A - - - -

Mr. Zhuang Pei Zhong Lol Cta 600 157 40 797

Mr. Gu Wei Ming EARTERE A& 600 156 40 796

Mr. Zhuang Xiao Xiong BN A 720 298 40 1,058
1,920 611 120 2,651

Independent non-executive B/ IEHTTEE

directors

Mr. Chin Kam Cheung IR ST 116 - - 116

Mr. Sun Ju Yi REREE 144 - - 144

Mr. Ai Ji N RitE 144 - - 144

404 - - 404

2,324 611 120 3,055
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Notes to the Financial Statements (Continued)
B AR L ()

For the year ended 31 December 2014
HE-Z-—WE+-A=1+—HIEE

30. DIRECTORS’ REMUNERATION AND SENIOR 30. EEZEHFMESREEBAEM S
MANAGEMENT’S EMOLUMENTS (Continued) (&)
(@) Directors’ emoluments (Continued) (@ E=M<(E)

Salaries,

allowance

and other Contributions
benefits to pension

Fees in kind schemes Total

e RUR BARSEHE
e HttBYFH M et
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TR AR®BTR AR®BTR AR®ETR

2013 —E-=fF
Executive directors HITEE
Mr. Zhuang Lu Kun T RESRSE & = = = =
Mr. Zhuang Pei Zhong T R - 680 38 718
Mr. Gu Wei Ming EARTEA L & - 709 38 747
Mr. Zhuang Xiao Xiong NS & - 938 38 976
- 2,327 114 2,441
Independent non-executive ¥ IEHITEF
directors
Mr. Chin Kam Cheung SR AE 110 - - 110
Dr. Guo Zheng Lin (note i) 2B IFE AR 18+ (FfF £Fii) 42 = = 42
Mr. Sun Ju Yi (note i) BREE L (M) 96 - - 96
Mr. Ai Ji N RitE 138 - - 138
386 - - 386
386 2,327 114 2,827
Notes: Bz -
(i) Mr. Sun Ju Yi has been appointed as independent non- (i) BEELER-_ZT—=F8A
executive director of the Company on 1 May 2013. —BEZERERRBELIEH
TE= -
(ii) Dr. Guo Zheng Lin has resigned as independent non-
executive director of the Company on 1 May 2013. (i) SEMBE LR = —=FHA
—BEEARARBYIENITE
$ °
No directors of the Company waived any emoluments FARAMEBARANREERNEAEEMA
paid by the Group during the year (2013: Nil). FAEe(—E—=4F : M) o
No emoluments were paid to the directors of the FRARR G EE W EE ST HE A
A

Company as an inducement to join or upon joining the % VEABEINAKRE BRI
Group or as compensation for loss of office for the RS EERmE(ZE—=5F
year (2013: Nil). ) o
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Notes to the Financial Statements (Continued)
B RS HRaR et ()

For the year ended 31 December 2014
HE-Z-—NWE+-A=1+—HIEE

30. DIRECTORS’ REMUNERATION AND SENIOR 30.
MANAGEMENT’S EMOLUMENTS (Continued)
(b) Five highest paid individuals

The five highest paid individuals of the Group included
three directors (2013: three) of the Company for the
year, whose emoluments are disclosed in note 30(a).
Details of the remuneration paid to the remaining
two (20183: two) highest paid individual who was
member of senior management of the Group, which
fell within the band of Nil — HK$1 million (equivalent to
approximately Nil - RMB805,000) is as follows:

EEFHREREEAESHE

(&)
(b)

TEEEHFMAL
FAREBAR RS FH A
+TEEARA=L(ZZE—=
F:ZR)EF FEHNBE
2K E30(@) W E - FE R
FTHTITWME(ZE—=F :
2)EReTHAL(AAEES
BEBAB)NFHN TTHE
JLE 1,000,0005 7T (494EE R
ARBZTE ARES805,000
JC) ' FEBME

2014 2013
—EF-mF —F=5

RMB’000 RMB’000
ARBT R ARETT

Salaries, allowances and benefits &4 - ZEEREWHZE

in kind 1,138 1,189
Contributions to pension schemes :RER& st 2% 32 31
1,170 1,220

No emoluments were paid by the Group to any of the FRNAREE W ES S TE

highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss
of office for the year (2013: Nil).

(c) Senior management’s emoluments
The emoluments paid or payable to 4 (2013: 5)
members of senior management whose emoluments
fell within the following bands:

(c)

A&mFAL  ERBEMA
AR B A AN B Y 22 ) X B
BHE(—E—=F:8) -

SREBEAEMES
ENfgEROE(ZE—=
F:RAA)SREEEREZ
BN FIA T4 -

Nil to HK$1,000,000 =L E1,000,000/8 7T
(equivalent to approximately Nil (WHEERARESZ TR
— RMB805,000) AR #805,0007T)
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Notes to the Financial Statements (Continued)
B AR L ()

For the year ended 31 December 2014
BE-F-ME+-A=+-BLTE

31. COMMITMENTS 31. EIE
(a) Capital commitments (@) EXREE
The Group had the following outstanding capital REBEH AT RSB A&

commitments: Z .

2014 2013
—EF-mE —F=5

RMB’000 RMB’000
ARBT R ARETT

Contracted, but not provided for, BEME - KE &

in respect of property, BRBE R REREE
plant and equipment 11,461 4,291
(b) Operating lease commitments (b) KEHERE
(i) Group as lessee (i) AEEERABEA

The total future minimum lease payments IRIR AT HSE i R A
under non-cancellable operating leases in FREHEHERRIRE
respect of land and buildings payable to NBYE=H 2 &IER
independent third parties is as follows: ENFEEAT -

2014 2013
—E—mF —E—=F

RMB’000 RMB’000
ARBFR ARETT

Within one year —FR 27,021 41,748
In the second to fifth years F_FEERF 111,141 144,541
After five years HEFE% 34,343 68,191

172,505 254,480
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Notes to the Financial Statements (Continued)
B RS HRaR et ()

For the year ended 31 December 2014
HE-ZME+-A=+—ALEE

31. COMMITMENTS (Continued)
(b) Operating lease commitments (Continued)
(i) Group as lessee (Continued)
The total future minimum lease payments
under non-cancellable operating leases
in respect of land and buildings payable
to related companies, namely Shenzhen
Baijiahua Group Company Limited (“BJH
Group”) and Shenzhen Jiahua Real Estate
Development Company Limited (“JH Real
Estate”), companies in which Mr. Zhuang Lu
Kun and Mrs. Zhuang Su Lan, the wife of Mr.
Zhuang Lu Kun, have beneficial interests, are

31.

i ()
(b) REEEHAEE)
()  AEEERREAE
ARIE AT + b o 4

FREWERENRKE
B e S A R R
Lt (iR EEEF)
BABDEDHNEER
AR =R E
RERAR(TBEES
B ) MR mEEE
EREARAR([EE
FHE ) NRERER

as follows: HABTEAT
2014 2013
—EF-mF == =
RMB’000 RMB’000
ARET T ARBTT
Within one year —F R 22,835 16,517
In the second to fifth years F_FEERF 67,075 66,627
After five years hF% 5,946 11,508
95,856 94,652
The Group leases a number of land and AREFRBELEETHER

buildings under operating leases. The leases
run for initial periods of one to fifteen years,
with an option to renew the lease terms at the
expiry dates or at dates as mutually agreed
between the Group and respective landlords.
None of the leases include contingent rentals.

(ii) Group as lessor

The Group sub-leases out a number of land
and buildings under operating leases. One of
the leases run for an initial period of ten years
and is cancellable with four months’ notice.
The rentals on this lease are calculated based
on a percentage of the relevant sales of the
tenants pursuant to the rental agreement.
Contingent rents recognised in the profit or
loss during the years ended 31 December
2014 and 2013 are disclosed in note 7 to
these financial statements. All other leases are
cancellable with one to two months’ notice.
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Notes to the Financial Statements (Continued)
B AR L ()

For the year ended 31 December 2014
HE-Z-—WE+-A=1+—HIEE

31. COMMITMENTS (Continued)
(b) Operating lease commitments (Continued)
(i) Group as lessor (Continued)
During the year ended 31 December 2014, the
Group leases the investment properties under
operating lease run for a period of six to ten

years (2013: nine to ten years).

The total future minimum lease receivables
under non-cancellable operating leases from
independent third parties are as follows:

31. HEIE(E)
(b) REHEHREGE)

AEBERHEA (E)
REBEE_FT—NF+=
A=1+—HLFE &
SERBECEHEEMEA
wEYE  HHRAE
TE(ZE—Z=F: A
BFE) -

(ii)

RETAHEEERE
JEW B E =7 2 KRR
REHSEBAOT :

2014 2013
—E-MmF —E—=F
RMB’000 RMB’000
AR®TR ARBTFT
Within one year —F R 7,451 5,052
In the second to fifth years F_FERERF 29,398 25,996
After five years AF% 20,891 32,776
57,740 63,824
The total future minimum lease receivables BT B gER
under non-cancellable operating lease from a g RKpEWREEERE
related party, namely JH Real Estate, company 2E 52 o B (3 P 8 o A
in which Mr. Zhuang Lu Kun and Mrs. Zhuang i =5 A+ (55 P
Su Lan, the wife of Mr. Zhuang Lu Kun, have EEEF)BEAEER
beneficial interests, is as follow: =) 2 XIEEE A
BT
2014 2013
—EF-mF == =
RMB’000 RMB’000
AR®T T AREFTT
Within one year —FR 730 -
In the second to fifth years F_FEEERF 730 =
1,460 -

The Company did not have any lease
commitment as at 31 December 2014 (2013:
Nil).

e I o
= S {Eleo ST i
EAMBEERAE(ZE
— =4 : f|m) o

FERERRERALE « —ZB-WFFH 127



Notes to the Financial Statements (Continued)
B SRR M EE (48)

For the year ended 31 December 2014
HE-_ZT-NWFE+-_A=1t—RHIFE

32.

128

RELATED PARTY TRANSACTIONS - GROUP
In addition to those transactions and balances detailed
elsewhere in these financial statements, the following

32.

EEALIRS -F&H
BRZEMBRREMEOFI 2R
P REERIN - AT REREATETT

transactions were carried out with related parties: IR
(@) Transactions with BJH Group (2 HEEEKEZRS
2014 2013
=F-mF ==
RMB’000 RMB’000
ARMT T ARETTT
Operating lease rentals BELTH R -
payment in respect of land BFIfIHgse
and buildings HEHS (i), (i) (13,143) (12,617)
Operating lease rentals ﬁ%ﬁiiﬂl}%
arrangement in respect of *§$E‘]?&%
land and buildings HEHS R (i), (i) (5,510) (5,510)
Rental income arrangement &Y AZHE (iv) 1,079 1,104
Utilities income arrangement KB &K A %2 HE (iv) 674 615
Notes: Bt
(i) The amounts were determined in accordance with the terms (i) Z B TR IR AR B s I

of the underlying agreements.

(if) BJH Group (as tenant) entered into lease arrangements
with certain independent third parties (as landlords) to lease
certain premises rented by the Group. The Group paid rental
expenses of these premises as disclosed above directly to
the landlords and not to BJH Group.

Pursuant to a lease agreement dated 28 April 2002 between
FITHREREREELAGR AR (“Zhong Peng Zhan”) (as
landlord) and BJH Group (as tenant), BJH Group leases
store premises for a term of 15 years commencing from
16 November 2002 and expiring on 15 November 2017.
Pursuant to a supplemental lease agreement dated 1 March
2004 between Zhong Peng Zhan and BJH Group, Zhong
Peng Zhan has consented that BJH Group can provide
the store premises for occupation by BJH Department
Stores. Zhong Peng Zhan also consented that BJH
Department Stores shall pay the rental under this lease
agreement directly to Zhong Peng Zhan and BJH Group has
guaranteed the timely payment of rentals to Zhong Peng
Zhan by the Group.
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Notes to the Financial Statements (Continued)
MR R R B aE (48)

For the year ended 31 December 2014
HE-_T-NFE+-_A=+—HILFE

32. RELATED PARTY TRANSACTIONS - GROUP
(Continued)

(a)

(b)

Transactions with BJH Group (Continued)
Notes: (Continued)

(iii) As at 31 December 2014, the prepaid rent and rental
deposit paid by the Group to BJH Group of approximately
RMB1,140,000 (2013: RMB1,634,000) and RMB2,072,000
(2013: RMB2,072,000) respectively was included in
the balances of deposit paid, prepayments and other
receivables of the Group.

(iv) BJH Group (as lessor) entered into a sub-lease arrangement
with an independent third party (as tenant) to sub-lease
part of the retail stores which were rented by the Group.
BJH Group received the rental income and utilities income
as disclosed above on behalf of the Group. Pursuant to a
supplemental agreement dated 6 November 2006 between
BJH Group and the Group, BJH Group confirmed that
the Group was entitled to the rental and utilities income
as lessor from the independent third party commencing
1 March 2004. The rentals and utilities income were
determined in accordance with the terms of the underlying
agreements.

During the year, the Group leased properties
from JH Real Estate. The operating lease rentals
payment was approximately RMB3,607,000 (2013:
RMB3,588,000). During the year ended 31 December
2013, the Group leased properties from Mr. Zhuang
Lu Kun. The operating lease rentals payment were
approximately RMB56,000. The amounts were
determined in accordance with the terms of the
underlying agreements.

As at 31 December 2014, the prepaid rent and
rental deposit paid by the Group to JH Real Estate
of approximately RMB302,000 (2013: RMB299,000)
and RMB606,000 (2013: RMB606,000) respectively
was included in the balances of deposit paid,
prepayments and other receivables of the Group.

32.

BEAEALRZ -FEE(E)

(@)

(b)

HEEEEEEZRS (H)
GERNCD

(iif) RZZE—NEFF+=_A=+—
B AEEREEZESEEX
RfzEMRerRASEES
B AR¥A1,140,0007T (=
T—=%F: AR#1,634,000
7T) RAR¥2,072,000
T (ZE—=F: AR¥
2,072,0007t) ' BEFAARE
BEEfiRe - BAREKEM
FEMGRIBAE 4 -

(iv) BEEKEESHAAL S
BYE=FERBEFAILET
DR - HERAEEER
MEDTEE - BEESED
REASEWER EXFrEER
SWARRARBLA - 1R
BEEEEEAEEMTZA
AT TRF+—ARAR
MR - AEESEER
AEEH_TTNFE=A—H
EERAEEFDAZBILE
=77 WA & K & IR W
A o HERARRBEATIR
R AR 16 5 0 IR AR E

FR - AEBEREESHMER
B - gEAERSAHA
R #3,607,000 (=& —=
& AR%3,588,0007T) ° I
BE_ZT—=F+-_A=+—
BIEFE » ANEBE R HREESL
EHRAYE  KEHEHES A
# AR #E56,0007T © %K E8 Y
RIBRAE R R VIR RE R o

RZE—MEFEF+ZA=+—
B AEEREERBE S
ZHEMEEEASEE D BIL
AR#302,000T(=—E—=
F: AR #2000007T) K
AR #606,000C(—FE—=
F: AR#¥606,0007T) ' B
SAREBE MRS AR
1B R E A R R IB 48
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Notes to the Financial Statements (Continued)
B SRR M EE (48)

For the year ended 31 December 2014
HE-_ZT-NWFE+-_A=1t—RHIFE

32. RELATED PARTY TRANSACTIONS - GROUP 32. BEALTXRSZ —AXEH(E)
(Continued)
(b) (Continued) (b) (&)
During the year, the Group leased properties to JH FR - AEBEEEESHE D
Real Estate. The operating lease rental receivable was HYE EHREEHERS
approximately RMB730,000 (2013: Nil). The amount H e ANREET730,000C(=F
was determined in accordance with the terms of the —=F [ E)  c ZeBHIRE
underlying agreements. MR = 2 RRERE -
As at 31 December 2014, the rental deposit received R-ZE—NWE+-_B=+—
from JH Real Estate by the Group of approximately B AEEEMEEREMER
RMB122,000 (2013: Nil) was included in the balances B £ZE 8 ARE122,000
of deposits received of the Group. T(ZE—=F  #)WEFA
AEBEWIRS &
(c) Compensation of key management personnel () ETEEEAEMS
2014 2013
—E-mF —E—=F
RMB’000 RMB’000
AR%T T ARBT T
Total remuneration of directors E=(M5E30(0) &
(note 30(a)) and other member of HithFEZEBAEH
key management i 4azE
— Short term employee benefits —SHEE R 4,520 3,328
— Contributions to pension schemes —iER&T2IHR 168 126
4,688 3,454
33. FINANCIAL RISK MANAGEMENT AND FAIR 33. UHERBREERQVEFE
VALUE MEASUREMENTS
The Group is exposed to financial risks through its use of AEERHEABEREE RIEEER
financial instruments in its ordinary course of operations and AT AmMESTERERE - 375
in its investment activities. The financial risks include market ReEmsRR(2EEBRR X
risk (including currency risk and interest risk), credit risk and MERER)  FERBREEBE SR
liquidity risk. fa o
Financial risk management is coordinated at the Group’s MERREREAARNEE AR - I
headquarters, in close co-operation with the Board. The HEESTYEF BEEVERRZ
overall objectives in managing financial risks focus on ERERERERFZEZER 2/
securing the Group’s short to medium term cash flows by mERR  BRASEEEHAEHHHE
minimising its exposure to financial markets. Long term enE RETRMREAFTEXAR
financial investments are managed to generate lasting BEELEREDNRER
returns with acceptable risk levels.
It is not the Group’s policy to engage in the trading of NEE 2 BORNWIEN E LA A B &
financial instruments for speculative purposes. The most MNEMIAEEE - ASEMEY&E
significant financial risks to which the Group is exposed to ZHERERFART -
are described below.
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B AR L ()

For the year ended 31 December 2014
HE-Z-—WE+-A=1+—HIEE

33.

FINANCIAL RISK MANAGEMENT AND FAIR 33.
VALUE MEASUREMENTS (Continued)
(i) Categories of financial assets and liabilities
The carrying amounts presented in the statements of
financial position relate to the following categories of

agm@%&&ﬁ$ﬁﬁi

() SRMEERSBEEEH
RABRAKR2IIERAT S
mMAERSRAGERNZER

financial assets and financial liabilities: BT
Group Company
REH PN
2014 2013 2014 2013
“E-NFE = ZE-mF =T—=F
RMB’000 RMB’000 RMB’000 RMB’'000
AR¥ETRT ARETT AR%¥TR ARBTL
Financial assets: CREE
Loans and receivables B K& FE YRR
- Cash and bank balances —R%& RiR{T44 321,703 298,229 3,973 5,091
— Trade receivables —EWE SRR 4,924 1,688 - -
- Amounts due from the —-EUREHEZ
disposed subsidiaries Sl =NGIE R - 52 - =
~ Other receivables —H Y I 25,539 20,606 2,678 19
- Amounts due from —EWH B A A
subsidiaries FIE - = 281,071 283,018
- Pledged bank deposits ~ — 2 #K R IT1E 100,000 100,000 100,000 100,000
452,166 420,475 387,722 388,128

Group
TEE

2014

=k
RMB’000
ARBT T

RMB’000
ARBTT

Company
NN

2014
—E-NFE

RMB’000
AR¥TR

RMB’000
ARETT

Financial liabilities: SREME:
Financial liabilities REHEKATEZ

measured at SHEE

amortised costs
- Trade payables —ERE SRR 210,375 224,001 - G
— Bank borrowing, —R7EE

secured 2 H 100,000 100,000 100,000 100,000
— Other payables and — HMEARIER

accruals BT3B 35,808 43,112 956 568
— Amount due to a —-EN—%ES

director I8 59 59 - =

346,242 367,172 100,956 100,568
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33. FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(ii)  Foreign currency risk
Currency risk refers to the risk that the fair value
or future cash flows of a financial instrument will
fluctuate because of changes in foreign exchange

rates.

The Group has operation in the PRC so that the
majority of the Group’s revenues, expenses and cash
flows are denominated in RMB. Assets and liabilities
of the Group are mostly denominated in RMB, HK$
and US$. Any significant exchange rate fluctuations
of foreign currencies against RMB may have financial
impact to the Group.

The Group’s and the Company’s exposures at the
reporting date to currency risk arising from foreign
currency denominated monetary assets and liabilities
in currency other than the functional currency of the
entity to which they relate are set out below:

33.
(&)
(ii)

BEERBEER QD VENE

SN R B
EREBREERTAZAFE
FARKRERE RN EXRES
TR ED 2 R

AEERPREERS  BA
SERFOWA - AXFRE
MEHAARKETE - AEE
REDEERABAARKE -
BILMETTAHE » IMNEHAR
EHEXNAETAEXNREH
AR AR E BRI BRE -

HRASNESHENEEEE R
BENEERERNIIREER
TRMEREHE MARER
ARARBEAERZTINER
BB

2014
—E-mF
HK$’000 HK$’000
THxT THxT
Financial assets: SEMEE
Group rEH 966 2,526
Company ¥iN/NE 947 2,503

US$’000 US$’'000
FEx FET

Financial liabilities: SEEE:
Group rEE 16,110 16,110
Company Vi N/NE]| 16,110 16,110
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)

(ii)

Foreign currency risk (Continued)

Sensitivity analysis — Group

At 31 December 2014, if RMB had strengthened by
5% against HK$ and US$, with all other variables
held constant, post-tax profit for the year and,
retained profits would have been approximately RMB
4,961,000 higher (2013: RMB4,900,000 higher), as
a result of foreign exchange gains on translation of
HK$ denominated cash and bank balances and US$
denominated bank borrowing.

Conversely, if RMB had weakened by 5% against
HK$ and US$, with all other variables held constant,
post-tax profit for the year and retained profits would
have been approximately RMB4,961,000 lower
(2013: RMB4,900,000 lower), as a result of foreign
exchange losses on translation of HK$ denominated
cash and bank balances and US$ denominated bank
borrowing.

Sensitivity analysis — Company

At 31 December 2014, if RMB had strengthened by
5% against HK$ and US$, with all other variables
held constant, post-tax profit for the year and
retained profits would have been approximately
RMB4,962,000 higher (2013: RMB4,901,000 higher),
as a result of foreign exchange gains on translation of
HK$ denominated cash and bank balances and US$
denominated bank borrowing.

Conversely, if RMB had weakened by 5% against
HK$ and US$, with all other variables held constant,
post-tax profit for the year and retained profits would
have been approximately RMB4,962,000 lower
(2013: RMB4,901,000 lower), as a result of foreign
exchange losses on translation of HK$ denominated
cash and bank balances and US$ denominated bank
borrowing.

These are the same method and assumption used
in preparing the sensitivity analysis included in the
financial statements for the years ended 31 December
2013 and 2014.

The policies to manage foreign currency risk have
been followed by the Group since prior years and are
considered to be effective.
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FH1E5% - MATEHMEZEDT
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33.

FINANCIAL RISK MANAGEMENT AND FAIR

VALUE MEASUREMENTS (Continued)

(iii)

Credit risk

Credit risk refers to the risk that the counterparty
to a financial instrument would fail to discharge its
obligation under the terms of the financial instrument
and cause a financial loss to the Group.

The Group has no significant concentrations of credit
risk. Most of the sales transactions were settled in
cash basis or by credit card payment. Credit risk
on cash and bank balances is mitigated as cash is
deposited in banks of high credit rating.

The Group’s policy is to deal only with credit worthy
counterparties. Credit terms are granted to new
customers after a credit worthiness assessment by
the credit control department. When considered
appropriate, customers may be requested to provide
proof as to their financial position. Customers who
are not considered creditworthy are required to pay
in advance or on delivery of goods. Payment record
of customers is closely monitored. Monthly reports of
customer payment history are produced and reviewed
by the finance department. Overdue balances and
significant trade receivables are highlighted. The
finance director will determine the appropriate
recovery actions.

This is no requirement for collateral or other credit
enhancement by the Group and the Company.

The Company does not have significant exposure to
credit risk at reporting date (2013: Nil).

The credit and investment policies have been followed
by the Group since prior years and are considered to
have been effective in limiting the Group’s exposure
to credit risk to a desirable level.
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued)
(iv) Interest rate risk
Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Group’s and the Company’s exposure to interest
rate risk mainly arises on cash and bank balances,
pledged bank deposits and bank borrowing. The
Group has not used any derivative contracts to hedge
its exposure to interest rate risk. The Group has not
formulated a policy to manage the interest rate risk.

A reasonable change in interest rate in the next twelve
months is assessed to result in immaterial change
in the Group’s profit after tax and retained profits.
Changes in interest rates have no impact on the
Group’s/Company’s other components of equity. The
Group adopts centralised treasury policies in cash
and financial management and focuses on reducing
the Group’s overall interest expense.

(v) Liquidity risk
Liquidity risk relates to the risk that the Group will
not be able to meet its obligations associated with its
financial liabilities. The Group is exposed to liquidity
risk in respect of settlement of trade payables and its
financing obligations and also in respect of its cash
flow management.

The Group’s policy is to maintain sufficient cash
and bank balances and have available funding to
meet its working capital requirements. The Group’s
liquidity is dependent upon the cash received from
its customers. The directors of the Company are
satisfied that the Group will be able to meet in full its
financial obligations as and when they fall due in the
foreseeable future.

The liquidity policies have been followed by the Group
since prior years and are considered to have been
effective in managing liquidity risks.

BHEERBEERQFEHE

FEEB
AEARESRT ANATE
KB R ERTEFERD
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33. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE MEASUREMENTS (Continued) (#48)
(v) Liquidity risk (Continued) (v)

Analysed below is the Group’s remaining contractual

maturities for its non-derivative as at 31 December

2013 and 2014. When the creditor has a choice of

when the liability is settled, the liability is included

on the basis of the earliest date on when the Group

can be required to pay. Where the settlement of the

liability is in instalments, each instalment is allocated

to the earliest period in which the Group is committed

33.

BEERBEER QD VENE

nEEERE(E)

NToMAREER " —=
FR-ZE—NF+_A=+—
BHIESTES B BN NERE
HWEERAR R - BEEATEE
B EENERE  aEEARE
BRI ge i ERERNZFE A H
AR EABESHEE - BT
PEHNROEEAEEEHE

to pay. HEEF A o
Group KEE
Total Repayable
contractual within one
Carrying undiscounted year or
amount cash flows on demand
o of:3:3e0) —FRY
REE HERELE ZFREREE
RMB’000 RMB’000 RMB’000
AR¥TR AR¥TR AR¥TR
At 31 December 2014 R-E—MF
+t=A=+-8
Trade payables BB SRR 210,375 210,375 210,375
Other payables and accruals HEMENTIBRETER 35,808 35,808 35,808
Amount due to a director B —EEEHIE 59 59 59
Bank borrowing, secured RITEE - AHEMF 100,000 100,000 100,000
Total Mt 346,242 346,242 346,242
At 31 December 2013 R-ZZB—=&
+=ZA=+-—H
Trade payables BB ZERR 224,001 224,001 224,001
Other payables and accruals ~ H b fER KB N ETER 43,112 43,112 43,112
Amount due to a director EN—ZEE=30E 59 59 59
Bank borrowing, secured RITEE - HEMA 100,000 100,000 100,000
Total @st 367,172 367,172 367,172

The Group considers expected cash flows from
financial assets in assessing and managing liquidity
risk, in particular, its cash resources and other liquid
assets that readily generate cash. The Group’s
existing cash resources and other liquid assets
significantly exceed the cash outflow requirements.
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33. FINANCIAL RISK MANAGEMENT AND FAIR 33. BiXEREERAFETE

VALUE MEASUREMENTS (Continued) (&)
(v)  Liquidity risk (Continued) vy REBESERRGE)
Company bN/NE|

Total Repayable

contractual within one

Carrying undiscounted year or
amount cash flows on demand

BHREE —FRA%

BEE ZREABAE ZAREREE
RMB’000 RMB’000 RMB’000
ARBTR  AR®TR  ARETR

At 31 December 2014 R-ZZB-NFE+=A

=1+—H
Other payables and accruals Eth &~ 708 Kk B & 956 956 956
Bank borrowing, secured RITEE - AHEMF 100,000 100,000 100,000
Total ‘et 100,956 100,956 100,956
At 31 December 2013 R=-Z2—=%+=H

EF=E
Other payables and accruals E A e FIE & fETE B 568 568 568
Bank borrowing, secured RITEE - HEMA 100,000 100,000 100,000
Total st 100,568 100,568 100,568
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34.

138

CAPITAL MANAGEMENT

The Group’s capital management objectives are to ensure
the Group’s ability to continue as a going concern and to
provide an adequate return to shareholders by pricing goods
and services commensurately with the level of risk.

The Group actively and regularly reviews and manages its
capital structure to ensure optimal capital structure and
shareholder returns, taking into consideration the future
capital requirements of the Group, prevailing and projected
capital expenditures and projected strategic investment
opportunities.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell
assets to reduce debt.

Management regards total equity as capital, for capital
management purpose. The amount of capital as at
31 December 2014 amounted to approximately RMB
539,198,000 (2013: RMB500,965,000), in which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.
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35.

LITIGATIONS

(a)

Guangxi Yulin Store

In July 2011, the Group entered into a lease
agreement with Yulin Hongyuan Real Estate
Development Limited (“Yulin Hongyuan”) pursuant to
which the Group would lease from Yulin Hongyuan
a property located at No.8 Baishigiao Road of
Yulin, Guangxi, the PRC for setting up a store (the
“Yulin Store”). The Group also entered into property
management agreements with a related company of
Yulin Hongyuan for the Yulin Store in July 2011.

In October 2012, the Group has commenced legal
proceedings against Yulin Hongyuan and its related
company as Yulin Hongyuan has breached the lease
agreement for failing to hand over the property to the
Group before the deadline as stipulated in the lease
agreement. The Group demanded repayments of
the deposits and prepaid rentals and management
fees of an aggregate amount of approximately
RMB4,173,000 from Yulin Hongyuan and its related
company. The Group further claimed a sum of
approximately RMB1,669,000, being penalty for
breaching the agreements and the costs of the
proceedings.

In December 2012, Yulin Hongyuan and the related
company have filed counterclaims against the Group
for the alleged damage of an aggregate amount of
approximately RMB8,466,000 arising from the alleged
improper cancelation of the agreements by the Group
and the costs of the proceedings.

In July 2013, the court has announced its
judgement that the Group was required to bear
the alleged damage to Yulin Hongyuan with a total
of approximately RMB3,510,000; Yulin Hongyuan
was required to return the prepaid rent and deposit
to the Group of RMB1,407,000 and RMB938,000
respectively; the Group was required to bear partial
court processing fee of RMB25,000. In August 2013,
the Group and Yulin Hongyuan have lodged appeal
against the decision by the court separately.
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35.

140

LITIGATIONS (Continued)

(@)

Guangxi Yulin Store (Continued)

In October 2013, the court has announced its
judgement that the Group was required to bear the
alleged damage to the related company of Yulin
Hongyuan with a total of approximately RMB678,000;
the related company of Yulin Hongyuan was required
to return the prepaid management fee and deposit
to the Group of RMB1,097,000 and RMB731,000
respectively; the Group was required to bear the
partial court processing fee of RMB12,000. In
December 2013, the Group has lodged appeal
against the decision by the court.

In March 2014, the court has subsequently cancelled
its previous judgements in July 2013 as stated above
and the legal proceedings will be processed again by
the court.

In July 2014, the court has announced its judgement
that the Group was required to bear the alleged
damage to the related company of Yulin Hongyuan
with a total of approximately RMB60,000; the
related company of Yulin Hongyuan was required
to return the prepaid management fee and deposit
to the Group of RMB1,097,000 and RMB731,000
respectively; the Group was required to bear the
partial court processing fee of RMB16,000. In
August 2014, the Group has lodged application for
compulsory execution of the decision by the court.

In August 2014, the court has announced its
judgement that the Group was required to bear
the alleged damage and rental loss compensation
to Yulin Hongyuan with a total of approximately
RMB1,754,000 and RMB2,815,000 respectively;
Yulin Hongyuan was required to return the rental
deposit to the Group of RMB938,000; the Group
was required to bear partial court processing fee of
RMB38,000. In November 2014, the Group have
lodged appeal against the decision by the court.

The directors are of the view that the counterclaims
of alleged damage and rental loss compensation
granted by the court of RMB1,814,000 and
RMB2,815,000 (i.e. a total of RMB4,629,000)
are groundless on the basis of the legal opinion
obtained from the Group’s legal advisor. Therefore,
no provision for the counterclaims of RMB4,629,000
was made as at 31 December 2014. Furthermore,
the directors are of the view that adequate provision
for legal fees in relation to the proceedings has been
made as at 31 December 2014.
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35.

LITIGATIONS (Continued)

(b)

Yunnan Kunming Store

In October 2011, the Group entered into a lease
agreement with Yunnan Zhenwan Corporate
Management Limited (“Yunnan Zhenwan”) pursuant
to which the Group would lease from Yunnan
Zhenwan a property located at Laohaigeng Road of
Xisan District, Kunming, Yunnan, the PRC for setting
up a store.

In December 2012, the Group has commenced
legal proceedings against Yunnan Zhenwan and two
related companies as they failed to hand over the
property in condition stipulated in the agreement
to the Group before the deadline as stipulated in
the agreement. The Group demanded repayments
of the deposit paid of approximately RMB529,000
and further claimed a sum of approximately
RMB7,784,000 for damage of economic loss arising
from the breach of the agreement and the costs of the
proceedings.

In February 2013, Yunnan Zhenwan and its related
companies have filed counterclaim against the
Group for the alleged damage of approximately
RMB2,239,000 arising from the alleged improper
cancellation of the agreement by the Group and the
costs of the proceedings.

In November 2013, the court has announced its
judgement that Yunnan Zhenwan and its related
companies were required to refund the rental deposit
of approximately RMB529,000, and compensate
the Group for the decoration fee on leasehold
improvement of approximately RMB1,106,000 plus
a refund of decoration deposit of approximately
RMB30,000. On the other hand, the Group was
required to compensate Yunnan Zhenwan and its
related companies for the amount of approximately
RMB61,000.

In June 2014, the Group received the refund of rental
deposit of approximately RMB529,000, decoration
deposit of approximately RMB30,000 and the
compensation from Yunnan Zhenwan and its related
companies of approximately RMB1,106,000 and
recognised the compensation as other income for the
year.
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Notes to the Financial Statements (Continued)
B RS HRaR et ()

For the year ended 31 December 2014
HE_Z—WE+_A=+—HIFE

LITIGATIONS (Continued)

Shatoujiao Store

In April 2005, the Group entered into a lease
agreement with Shenzhen Rongjin Industrial Group
Limited (“Shenzhen Rongjin”) pursuant to which the
Group would lease from Shenzhen Rongjin a property
located at Shayan Road, Yantian District, Shenzhen,
the PRC for the operation of a store (the “Shatoujiao
Store”). In June 2011, the Group entered into another
lease agreement with McDonald’s Restaurants
(Shenzhen) Limited (“McDonald’s”) to sub-lease part
of its store.

In July 2013, the Group sent a letter to inform
Shenzhen Rongjin and McDonald’s regarding its
early termination of the lease agreements effective in
October 2013.

In October 2013, McDonald’s has commenced legal
proceeding against the Group for its early termination
of the lease agreement. The Group had reached a
settlement agreement with McDonald’s for which
Shenzhen Rongjin is willing to lease the property
directly to McDonald’s which is currently occupied
by McDonald’s provided that the Group is willing to
pay a total of RMB2 million to Shenzhen Rongjin as
a compensation. The Group paid RMB2 million to
Shenzhen Rongjin in November 2013.

In December 2013, Shenzhen Rongjin has
commenced legal proceedings against the Group
for its early termination of the lease agreement.
Shenzhen Rongjin demanded the forfeiture of the
rental deposits of approximately RMB1,222,100
paid by the Group to Shenzhen Rongjin and
further claimed the Group for the compensation of
approximately RMB66,505,000.

In May 2014, the Group had reached a settlement
agreement (“Settlement Agreement”) with Shenzhen
Rongijin. Pursuant to the Settlement Agreement, the
Group and Shenzhen Rongjin mutually agreed to
early terminate the lease agreement immediately after
signing the Settlement Agreement, and the Group
made a cash compensation (“Cash Compensation”) in
a total of approximately RMB12,000,000 to Shenzhen
Rongjin. The rental deposits of RMB1,222,100
paid by the Group was set off against the Cash
Compensation. The Group and Shenzhen Rongjin
withdrew the legal proceedings accordingly for the
year. Provision of compensation of approximately
RMB3,000,000 had been recognised in prior year, an
amount of approximately remaining RMB9,000,000
of compensation had been recorded and included in
other operating expenses during the year.
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FIVE-YEAR FINANCIAL SUMMARY
AFHMBEHE

RESULTS =3

Year ended 31 December

BEtZA=1t-HLHEE

2010 2011 2012 2013 2014
- —F——4% —£--Ff —E-=F CZE-NmF
RMB'’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETE ARETT ARETT AR%Tx
Revenue WA 849,265 783,773 835,354 846,155 821,249
Cost of inventories sold BEFERAK (605,232) (532,285) (565,700) (563,690) (556,965)
244,033 251,488 269,654 282,465 264,284
Other operating income HipgglA 71,202 92,469 70,377 62,325 74,949
Increase in fair value of BEME
investment properties AEEEM - - 31,450 10,000 7,000
Selling and distribution costs $HE R HHA (261,461) (230,954) (231,341) (233,248) (213,675)
Administrative expenses IBHS (32,345) (31,727) (38,052) (39,177) (42,222)
Other operating expenses 8RR (4,400) (3,827) (3,036) (11,772) (10,317)
Finance cost BHS A A - = (1,114 (3,707 (1,238)
Share of loss of an associate JE{GH & 1 Bl & 1R - - - = (2,009)
Profit before income tax B TS T A A 17,029 77,449 97,938 66,886 76,772
Income tax expense FriEfiFEY (5,535) (18,962) (25,650) (21,508) (18,116)
Profit attributable to /NG PN
the owners of the Company S ] 11,494 58,487 72,288 45,378 58,656
Dividends g5 3,424 29,257 29,258 20,854 21,165
Earnings per share k&7 RMBAR® RMBAR® RMBAR® RMBAR®  RMBARM
- Basic S 7\ 111 cents? 5.64 cents? 6.97 cents’?  4.37 cents  5.65 cents
- Diluted -#% RMBAR®  RMBAR® RMBAR®  RMBARH®  RMBARE

1.11 cents7

5.64 cents?

6.97 cents?

4.37 cents?

5.65 cents7
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Five-Year Financial Summary (Continued)
hEMBEE (&)

ASSETS AND LIABILITIES EEREE

As at 31 December
R+=A=t+-—-H
2010 2011 2012 2013 2014

“F-TF % Z%F--f ZT-=F ZB-RF
RMB'000 ~ RMB'000 ~ RWMB'000  RMB'000  RMB'000
ARBTT  ARBTT ARETR ARETT ARMTR

Total assets wEE 656,251 726,642 931,755 906,511 930,596
Total liabilities BaE (269,536) (284,828) (446,910) (405,546) (391,398)
Net assets BEFE 386,715 441,814 484,845 500,965 539,198

Note: faE -

1. The results for year ended 31 December 2014, and the assets and liabilities 1. HE-_ZT-—NE+_A=+—HLEENE
as at 31 December 2014 have been extracted from the audited consolidated B UER-ZE—NE+-_A=+—HBHEE
statement of comprehensive income and audited consolidated statement of REBESREAMBHRAFESSH RELSIBE MK
financial position as set out on pages 58 and 59 respectively, of the financial BIZGA AR BERELCERGEAMBRAE
statements.
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