Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong
Limited take no responsibility for the contents of this announcement, make no representation
as to its accuracy or completeness and expressly disclaim any liability whatsoever for any
loss howsoever arising from or in reliance upon the whole or any part of the contents of this
announcement.

This announcement is for information purposes only and is not an offer to sell or the
solicitation of an offer to buy securities and neither this announcement nor anything herein
forms the basis for any contract or commitment whatsoever.
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(Stock Code: 509)

OVERSEAS REGULATORY ANNOUNCEMENT

This announcement is issued by Century Sunshine Group Holdings Limited (the
“Company”) pursuant to Rules 13.10B of the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the ‘“Stock
Exchange”).

Please refer to the attached information memorandum in relation to the establishment of the
S$$300,000,000 Multicurrency Medium Term Note Programme (the “Information
Memorandum™), which has been submitted to the Singapore Exchange Securities Trading
Limited for publication on its website.

The posting of the Information Memorandum on the website of the Stock Exchange is only
for the purpose of facilitating equal dissemination of information to investors in Hong Kong
and compliance with Rule 13.10B of the Listing Rules and not for any other purpose.

The Information Memorandum does not constitute a prospectus, notice, circular, brochure or
advertisement offering to sell any securities to the public in any jurisdiction, nor is it an
invitation to the public to make offers to subscribe for or purchase any securities, nor is it
calculated to invite offers by the public to subscribe for or purchase any securities.



The Information Memorandum must not be regarded as an inducement to subscribe for or
purchase any securities of the Company, and no such inducement is intended. No investment
decision should be based on the information contained in the Information Memorandum.

By Order of the Board
Century Sunshine Group Holdings Limited
Chi Wen Fu
Chairman

Hong Kong, 22 May 2015

As at the date of this announcement, the directors of the Company are:

Executive directors: Mr. Chi Wen Fu, Mr. Shum Sai Chit,
Ms. Chi Bi Fen and Mr. Yang Yuchuan

Non-executive director: Mr. Guo Mengyong

Independent non-executive directors: Mr. Kwong Ping Man, Mr. Sheng Hong

and Mr. Lau Chi Kit



IMPORTANT NOTICE

You must read the following disclaimer before continuing. The following disclaimer applies to the
attached information memorandum (the “Information Memorandum?”). You are therefore advised to read this
disclaimer carefully before reading, accessing or making any other use of the attached. In accessing the
attached, you agree to be bound by the following terms and conditions, including any modifications to them
from time to time, each time you receive any information from us as a result of such access.

THE SECURITIES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR THE SECURITIES LAWS OF
ANY OTHER JURISDICTION AND MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR
TO, OR FOR THE ACCOUNT OR BENEFIT OF U.S. PERSONS (AS DEFINED UNDER REGULATION S
UNDER THE SECURITIES ACT), EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A
TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT
AND ANY APPLICABLE STATE OR LOCAL SECURITIES LAWS.

Restriction: The attached Information Memorandum is being furnished in connection with an offering exempt
from registration under the Securities Act solely for the purpose of enabling a prospective investor to consider
the purchase of the securities described in the Information Memorandum. The materials relating to the
offering do not constitute, and may not be used in connection with, an offer or solicitation in any place where
offers or solicitations are not permitted by law.

Except with respect to eligible investors in jurisdictions where such offer is permitted by law, nothing in this
electronic transmission constitutes an offer or an invitation by or on behalf of either the issuer of the
securities, any of the guarantors of the securities or Oversea-Chinese Banking Corporation Limited or any
other dealer (each, a “Dealer”) to subscribe for or purchase any of the securities described herein, and
access has been limited so that it shall not constitute a general advertisement or general solicitation (as
those terms are used in Regulation D under the Securities Act) or directed selling efforts (within the meaning
of Regulation S under the Securities Act) in the United States or elsewhere. If a jurisdiction requires that the
offering be made by a licensed broker or dealer and a Dealer or any affiliate of a Dealer is a licensed broker
or dealer in that jurisdiction, the offering shall be deemed to be made by such Dealer or such affiliate on
behalf of the issuer in such jurisdiction.

You are reminded that you have accessed the attached Information Memorandum on the basis that you are
a person into whose possession this Information Memorandum may be lawfully delivered in accordance with
the laws of the jurisdiction in which you are located and you may not nor are you authorised to deliver or
forward this document, electronically or otherwise, to any other person. If you have gained access to this
transmission contrary to the foregoing restrictions, you will be unable to purchase any of the securities
described therein.

If you receive this document by e-mail, you should not reply by e-mail to this announcement, and you may
not purchase any securities by doing so. Any reply e-mail communications, including those you generate by
using the “Reply” function on your e-mail software, will be ignored or rejected. If you receive this document
by e-mail, your use of this e-mail is at your own risk and it is your responsibility to take precautions to ensure
that it is free from viruses and other items of a destructive nature.

THE ATTACHED INFORMATION MEMORANDUM MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY
OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. ANY
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORISED.

The attached document has been made available to you in electronic form. You are reminded that documents
transmitted via this medium may be altered or changed during the process of transmission and consequently
neither the issuer of the securities, any of the guarantors and the Dealer nor any of their employees,
representatives or affiliates accepts any liability or responsibility whatsoever in respect of any discrepancies
between the document distributed to you in electronic format and the hard copy version. We will provide a
hard copy version to you upon request.

Confirmation of Your Representation: You have accessed the attached document on the basis that you
have confirmed your representation that (1) you and any customers you represent are neither resident in the
United States nor a U.S. person (as defined under Regulation S under the Securities Act) and that the
electronic mail address that you gave us and to which this e-mail has been delivered is not located in the
United States, (2) if you are an investor in Singapore, you (A) represent and warrant that you are either an
institutional investor as defined under Section 4A(1) of the Securities and Futures Act, Chapter 289 of
Singapore (the “SFA”), a relevant person as defined under Section 275(2) of the SFA or persons to whom an
offer is being made, as referred to in Section 275(1A) of the SFA, and (B) agree to be bound by the limitations
and restrictions described herein, (3) you consent to delivery of the attached Information Memorandum and
any amendments or supplements thereto by electronic transmission and (4) you agree to the foregoing terms
and conditions.
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CENTURY SUNSHINE GROUP HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

$$300,000,000
Multicurrency Medium Term Note Programme
Unconditionally and irrevocably guaranteed by the Guarantors (as defined below)

Under this S$300,000,000 multicurrency medium term note programme (the “Programme”), Century Sunshine Group Holdings Limited (the
“Issuer”), subject to compliance with all relevant laws, regulations and directives, may from time to time issue notes in bearer or registered
form (the “Notes”). The maximum aggregate principal amount of all Notes from time to time outstanding under the Programme will not
exceed S$300,000,000 (or its equivalent in other currencies), subject to any duly authorised increase. Notes issued under the Programme
are guaranteed by all of the Issuer’s Subsidiaries (as defined below) other than the Other Non-Guarantor Subsidiaries (as defined herein)
and those incorporated or established under the laws of the People’s Republic of China (the “Guarantors”).

Notes will be issued in series (each, a “Series”), with all Notes in a Series having the same maturity date and terms otherwise identical
(except in relation to issue dates, interest commencement dates, issue prices and related matters). Notes of each Series may be issued
in one or more tranches (each, a “Tranche”) on different issue dates. Details applicable to each particular Series or Tranche will be supplied
in the applicable pricing supplement (each, a “Pricing Supplement”), which will contain the aggregate principal amount of the Notes, interest
(if any) payable in respect of Notes, the issue price of Notes and any other terms and conditions not contained herein which are applicable
to each Tranche. This Information Memorandum may not be used to consummate sales of Notes, unless accompanied by a Pricing
Supplement.

Application has been made to the Singapore Exchange Securities Trading Limited (the “SGX-ST”) for permission to deal in and the listing
and quotation of any Notes which are agreed at the time of issue thereof to be so listed on the SGX-ST. Such permission will be granted
when such Notes have been admitted to the Official List of the SGX-ST. There is no assurance that an application to the SGX-ST for the
listing of the Notes of any Series will be approved. The approval in-principle from, and admission to the Official List of, the SGX-ST and the
listing and quotation of any Notes on the SGX-ST are not to be taken as an indication of the merits of the Issuer, the Guarantors, their
respective subsidiaries, respective associated companies (if any) or respective joint venture companies (if any), the Programme or the
Notes. The SGX-ST assumes no responsibility for the correctness of any of the statements made or opinions expressed or reports contained
herein. Unlisted Notes may also be issued under the Programme.

Notes of each Series to be issued in bearer form (“Bearer Notes”) will initially be represented by interests in a temporary global Note or by
a permanent global Note, in either case in bearer form (each, a “Temporary Global Note” and a “Permanent Global Note”, respectively),
without interest coupons. The provisions governing the exchange of interests in Temporary Global Notes and Permanent Global Notes
(each, a “Bearer Global Note”) for other Bearer Global Notes and individual definitive Bearer Notes (“Definitive Bearer Notes”) are described
in “Forms of the Notes”. Definitive Bearer Notes will only be available in the limited circumstances as described herein.

Notes of each Series to be issued in registered form (“Registered Notes”) will initially be represented by interests in a global certificate
without interest coupons (each, a “Global Certificate”). Notes in definitive registered form will be represented by Definitive Note Certificates
(each, a “Definitive Note Certificate”), one Definitive Note Certificate being issued in respect of each holder’s entire holding of Notes of one
Series and will only be available in the limited circumstances as described herein. Bearer Global Notes and Global Certificates may be
deposited on the relevant date of issue (the “Issue Date”) with, or registered in the name of, or a nominee of, (a) The Central Depository
(Pte) Limited (“CDP”), (b) a sub-custodian for the Central Moneymarkets Unit Services (the “CMU”) operated by the Hong Kong Monetary
Authority (“HKMA”), or (c) a common depositary (the “Common Depositary”) on behalf of Euroclear Bank SA/NV (“Euroclear”) and
Clearstream Banking, société anonyme, Luxembourg (“Clearstream, Luxembourg”), or any other agreed clearing system as may be agreed
between the Issuer, the Principal Paying Agent (as defined herein), the Trustee (as defined herein) and the Relevant Dealer(s) (the “CDP
Cleared Notes”, the “CMU Cleared Notes” and the “Non-CDP/CMU Cleared Notes”, respectively).

Investing in the Notes involves risk. See “Risk Factors” beginning on page 14 for a discussion of such risks.

This Information Memorandum has not been registered as a prospectus with the Monetary Authority of Singapore. Accordingly, this
Information Memorandum and any other document or material in connection with the offer or sale, or invitation for subscription or purchase,
of the Notes to be issued from time to time by the Issuer pursuant to the Programme may not be circulated or distributed, nor may the Notes
be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore
other than (i) to an institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”), (ii) to
a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance with the conditions specified
in Section 275, of the SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA.
See “Subscription and Sale” for further details.

The Notes and the Guarantees have not been and will not be registered under the United States Securities Act of 1933, as amended (the
“Securities Act”), or any state securities laws in the United States or any other jurisdiction, and the Notes may include Bearer Notes that
are subject to U.S. tax law requirements. The Notes may only be offered and sold outside the United States to persons who are not U.S.
persons in offshore transactions in reliance on Regulation S. In addition, subject to certain exceptions, Bearer Notes may not be offered,
sold or delivered within the United States or to, or for the account or benefit of, U.S. persons (as defined in the U.S. Internal Revenue Code
of 1986, as amended (the “Internal Revenue Code”)). See “Subscription and Sale” for further details.

Arranger and Dealer

&) ocBcBank

This Information Memorandum is dated 19 May 2015.
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NOTICE TO INVESTORS

Each of the Issuer and the Guarantors accepts responsibility for the information contained in this
Information Memorandum. To the best of the knowledge of the Issuer and the Guarantors (having
taken all reasonable care to ensure that such is the case) the information contained in this
Information Memorandum is in accordance with the material facts and does not omit any material
fact likely to affect the import of such information. Where information not relating to the Group
herein is extracted from published or otherwise publicly available sources, the sole responsibility
of the Issuer and the Guarantors has been to ensure that such information has been accurately
and correctly extracted from these sources.

This Information Memorandum is to be read in conjunction with all documents which are deemed
to be incorporated herein by reference. See “Documents Incorporated by Reference” below for
further information.

No action has been or will be taken to permit a public offering of any Notes in any jurisdiction
where action would be required for that purpose. No Notes may be offered or sold, directly or
indirectly, and this Information Memorandum may not be distributed in any jurisdiction, except in
accordance with the legal requirements applicable in such jurisdiction.

Neither this Information Memorandum nor any other information supplied in connection with the
Programme or the Notes constitutes an offer of, or an invitation by or on behalf of the Issuer, the
Guarantors, Oversea-Chinese Banking Corporation Limited (“OCBC”) as the arranger of this
Programme (the “Arranger”), any of the Dealers, The Bank of New York Mellon, Singapore Branch,
as trustee (the “Trustee”) or the Agents (as defined herein) to subscribe for or purchase, any
Notes. Subject as provided in the applicable Pricing Supplement, the only persons authorised to
use this Information Memorandum in connection with an offer of Notes are the persons named in
the applicable Pricing Supplement as the Relevant Dealer.

No person has been authorised to give any information or to make any representation other than
those contained in this Information Memorandum, and any information or representation not
contained in this Information Memorandum must not be relied upon as having been authorised by
the Issuer, the Guarantors, the Arranger, any of the Dealers, the Trustee, the Agents or any other
person. Neither the delivery of this Information Memorandum nor any sale of any Notes in
connection therewith shall, under any circumstances, constitute a representation or create any
implication that the information contained herein is correct as of any time subsequent to the date
hereof or that there has been no change in the affairs of any party mentioned herein since that
date.

No representation, warranty or undertaking, express or implied, is made by any of the Arranger,
the Dealers, the Trustee or the Agents, and no responsibility or liability is accepted by any thereof
to the accuracy, adequacy, reasonableness or completeness of the information contained in this
Information Memorandum or any other information provided by the Issuer in connection with the
Notes, their distribution or their future performance.

Neither this Information Memorandum nor any other information supplied in connection with the
Programme or the Notes should be considered as a recommendation by the Issuer, the
Guarantors, the Arranger, any of the Dealers, the Trustee or the Agents that any recipient of this
Information Memorandum should purchase any of the Notes. Each investor contemplating
purchasing any Notes should make its own independent investigation of the business, financial
condition and affairs of the Issuer, the Guarantors, their respective subsidiaries, associated
companies (if any) and joint venture companies (if any), and its own appraisal of the
creditworthiness of the Issuer, the Guarantors, their respective subsidiaries, associated
companies (if any) and joint venture companies (if any).




DOCUMENTS INCORPORATED BY REFERENCE

This Information Memorandum must be read and construed in conjunction with each relevant
Pricing Supplement and all other documents which are deemed to be incorporated by reference
in the Information Memorandum and in the relevant Pricing Supplement. The Information
Memorandum and the relevant Pricing Supplement must, save as specified herein and therein, be
read and construed on the basis that such documents are so incorporated by reference and form
part of the Information Memorandum and the relevant Pricing Supplement. This Information
Memorandum must also be read and construed in conjunction with the Issuer’s most recently
published audited consolidated financial statements, and any interim consolidated financial
statements (whether audited or unaudited) published subsequently to such consolidated financial
statements from time to time and any supplement to or amendment to this Information
Memorandum issued by the Issuer, which shall be deemed to be incorporated in, and to form part
of, this Information Memorandum and which is deemed to modify or supersede the contents of this
Information Memorandum to the extent that a statement contained in any such document is
inconsistent with such contents (whether expressly, by implication or otherwise). Copies of
documents deemed to be incorporated by reference in this Information Memorandum may be
obtained without charge from the head office of the Issuer.

SUPPLEMENTAL INFORMATION MEMORANDUM

If at any time, the Issuer is required to prepare a supplemental Information Memorandum, the
Issuer will prepare and make available an appropriate amendment or supplement to this
Information Memorandum or a further Information Memorandum.

CERTAIN DEFINED TERMS AND CONVENTIONS

As used in this Information Memorandum, unless the context otherwise requires, the term “the
Group” refers to Century Sunshine Group Holdings Limited and its consolidated subsidiaries and
the term “Century Sunshine” or “the Issuer” refers to Century Sunshine Group Holdings Limited.

In this Information Memorandum, references to “Latest Practicable Date” are to 7 May 2015,
references to “S$”, “SGD” and “Singapore dollars” are to Singapore dollars, the legal currency of
the Republic of Singapore, references to “HK$”, “HKD” and “H.K. dollars” are to Hong Kong
dollars, the legal currency of the Hong Kong Special Administrative Region of the People’s
Republic of China, and references to “RMB” and “Renminbi” are to the legal currency of the
People’s Republic of China.

PRESENTATION OF FINANCIAL AND OTHER DATA

The Issuer’s audited consolidated financial statements as of and for each of the years ended 31
December 2012, 2013 and 2014 included in this Information Memorandum have been prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRS”) issued by the Hong Kong
Institute of Certified Public Accountants. The Issuer’s audited consolidated financial statements as
of and for each of the years ended 31 December 2012, 2013 and 2014 have been audited by HLB
Hodgson Impey Cheng Limited, which expressed an unqualified opinion on such financial
statements. Except as otherwise indicated or the context otherwise requires, financial information
in this Information Memorandum is presented on a consolidated basis.



Solely for your convenience, this Information Memorandum contains translations of certain Hong
Kong dollar amounts into Singapore dollars at the exchange rate of HKD100 = S$17.14, which
was the average of buying and selling interbank rates at noon in Singapore published by the
Monetary Authority of Singapore (“MAS”) as of 7 May 2015. These translations should not be
construed as representations that the Hong Kong dollar amounts represent such Singapore dollar
amounts or could be, or could have been, converted into Singapore dollars at the rates indicated
or at all.

This Information Memorandum includes certain figures relating to EBITDA. EBITDA is calculated
based on profit before income tax plus finance cost, depreciation and amortisation, realised and
unrealised loss on investment held for trading and share options granted to directors and
employees and any significant non-cash items minus realised and unrealised gain on investment
held for trading. EBITDA is not a standard measure under HKFRS, but is a widely used financial
indicator of a company’s ability to service and incur debt. EBITDA should not be considered in
isolation or construed as an alternative to cash flows, net income or any other measure of
performance or as an indicator of the Issuer’s operating performance, liquidity, profitability or cash
flows generated by operating, investing or financing activities. In evaluating EBITDA, the Issuer
believes that investors should consider, among other things, the components of EBITDA such as
revenue and operating expenses and the amount by which EBITDA exceeds capital expenditures
and other charges. The Issuer has included EBITDA because it believes it is a useful supplement
to cash flow data as a measure of the Group’s performance and its ability to generate cash flow
from operations to cover debt service and taxes. EBITDA presented herein may not be
comparable to similarly titled measures presented by other companies. Investors should not
compare the Issuer’s EBITDA to EBITDA presented by other companies because not all
companies use the same definition. Nevertheless, EBITDA has limitations as an analytical tool,
and investors should not consider it in isolation from, or as a substitute for analysis of the Group’s
financial condition or results of operations, as reported under HKFRS. Due to these limitations,
EBITDA should not be considered a measure of discretionary cash available to the Group to invest
in the growth of its business. The Issuer compensates for these limitations by relying primarily on
its HKFRS results and using EBITDA measures only supplementally.

Market data and certain industry forecasts used throughout this Information Memorandum have
been obtained based on internal surveys, market research, publicly available information and
industry publications. Industry publications generally state that the information they contain has
been obtained from sources believed to be reliable but that the accuracy and completeness of that
information is not guaranteed. Similarly, internal surveys, industry forecasts and market research,
while believed to be reliable, have not been independently verified. The Issuer takes responsibility
for only accurate reproduction and extraction of such summaries and data, but accepts no other
responsibility for such industry information, and none of the Issuer, the Guarantors, the Arranger,
the Relevant Dealer(s), the Trustee, the Agents and their respectively directors and advisors make
any representation as to the accuracy or completeness of such industry information. In addition,
third-party information providers may have obtained information from market participants, and
such information may not have been independently verified. Accordingly, such information should
not be unduly relied upon.

Rounding adjustments have been made in calculating some of the financial and other information
included in this Information Memorandum. As a result, numerical figures shown as totals in some
tables may not be exact arithmetic aggregations of the figures that precede them.




FORWARD-LOOKING STATEMENTS

This Information Memorandum includes, and any amendment or supplement may include,
forward-looking statements. All statements other than statements of historical facts included in
this Information Memorandum and any amendment or supplement regarding, among other things,
the future financial position and results of operations, business, strategy, plans, developments
and prospects of the Issuer and/or the Group may constitute forward-looking statements and
accordingly, are only predictions. Forward-looking statements can generally be identified by the

use of forward-looking terminology such as “may”, “will”, “should”, “expect”, “intend”, “estimate”,

“anticipate”, “believe”, “plan”, “continue” or similar terminology. However, these words are not the
exclusive means of identifying forward-looking statements.

Specifically, statements under the captions “Summary”, “Risk Factors” and “Business” relating to
the following matters may include forward-looking statements relating to:

. the strategic, business and financial plans and objectives of the Group, including budgeted
and future capital expenditures, acquisitions and investments;

o the ability of the Group to be and remain competitive in each of its main business segments;

o the financial position, business strategy and budget of the Group, including projected
financial and operating data; and

o existing and future regulatory requirements applicable to the Group and its businesses.

These forward-looking statements involve a number of risks and uncertainties that could cause
actual results to differ materially from those suggested by the forward-looking statements.
Forward-looking statements should therefore be considered in light of various important factors,
including those set out in this Information Memorandum. Factors that could cause actual results

to differ include, but are not limited to, the following:

. economic, social and political conditions in Hong Kong, the People’s Republic of China and
other countries in which the Group operates;

. increases or other changes in regulatory burdens and obligations in Hong Kong, the People’s
Republic of China and other countries, including dividend obligations, and environmental
regulations and compliance costs;

. accidents, natural disasters, and other catastrophes;

o demographic changes;

. changes in the Group’s future capital needs and the availability of financing and capital to
fund those needs;

o inability to realise anticipated growth opportunities or to implement the Group’s strategies;

. changes in terms and conditions of the agreements under which the Group operates its
businesses and the ability of third parties to perform in accordance with contractual terms
and specifications;

. fluctuations in currency exchange rates and interest rates;

. changes in laws and regulations and their interpretation, applicable taxes and tax rates, and
accounting standards or practices;



. changes in the Group’s ability to manage the risks described above and in the section
captioned “Risk Factors”; and

. other factors beyond the control of the Issuer, the Guarantors and/or the Group.

This list of factors is not exhaustive. Although the Group believes that the expectations of its
management as reflected by such forward-looking statements are reasonable based on
information currently available to it, no assurances can be given that such expectations will prove
to be correct. Additional factors that could cause the actual results, performance or achievements
to differ materially include, but are not limited to, those discussed under “Risk Factors”. Should
one or more of these uncertainties or risks, among others, materialise, the actual results of the
Group may vary materially from those estimated, anticipated or projected. In any event, these
statements speak only as of their dates, and the Group undertakes no obligation to update or
revise any of them, whether as a result of new information, future events or otherwise.
Accordingly, undue reliance should not be placed on forward-looking statements.

Vi



OVERVIEW OF THE ISSUER

This overview highlights information contained elsewhere in this Information Memorandum. This
overview is derived from, qualified by, and must be read in conjunction with, the more detailed
information and the consolidated financial statements appearing elsewhere in this Information
Memorandum. This entire Information Memorandum should be read carefully, including the
consolidated financial statements of the Issuer and related notes and “Risk Factors”.

Overview

The Group is a leading vertically integrated producer of magnesium products and ecological
fertilisers in the People’s Republic of China (the “PRC”), which are its two main business
segments. The Group also produces and sells metallurgical flux products, which is its third
business segment. The Issuer is listed on the Stock Exchange of Hong Kong Limited (the “HKSE”)
and had a market capitalisation of HKD4054.0 million (approximately S$695.0 million) as of the
Latest Practicable Date. The chart below shows the Group’s total revenues, including a
breakdown by business segment, for the periods indicated.

Group’s Revenue
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In relation to the Group’s three business segments:

. Magnesium Products Business. The magnesium products that the Group produces include
basic magnesium products, such as general magnesium alloys and magnesium ingots, and
rare earth magnesium alloys. The Group has obtained exploration and mining rights to a
dolomite mine in the Jilin province of the PRC, from which it obtains the dolomite that it uses
to produce raw magnesium for its magnesium products. The Group also has an integrated
magnesium smelting, ingot manufacturing, alloy processing and product warehousing and
distribution plant, located approximately 10 kilometres from the dolomite mine, with an
annual production capacity of 25,000 tonnes as of 31 March 2015. As of the Latest
Practicable Date, the Group has one of the largest rare earth magnesium alloy production
lines in the PRC in terms of production capacity.




. Fertilisers Business. The Group produces and sells compound fertilisers (chemically
manufactured from various materials and compounds) and organic fertilisers (organically
produced from industrial waste materials). Since 2012, the Group has been actively
developing, producing and promoting its silicon magnesium compound fertilisers, which are
its niche product. The Group has obtained exploration and mining rights to a serpentine mine
in the Jiangsu province of the PRC. Serpentine is a source of the magnesium and silicon that
the Group uses in the production of its silicon magnesium compound fertiliser. The abundant,
quality serpentine reserves also provide a source of auxiliary material for iron and steel
smelting. The Group’s fertiliser plant, which is located approximately one kilometre from the
serpentine mine, has five production lines with an aggregate annual production capacity of
800,000 tonnes of organic and compound fertilisers as of 31 March 2015. As of the Latest
Practicable Date, the Group’s fertilisers are sold and distributed across 20 provinces in the
PRC.

o Metallurgical Flux Business. As a secondary business, the Group also produces and sells
metallurgical flux that can be used for smelting iron and steel. The metallurgical flux is
produced from the serpentine that the Group produces from its serpentine mine.

In February 2015, the Group announced the completion of the acquisition of 739,532,000 existing
and new shares, amounting to a 51.46 per cent. shareholding interest, of Group Sense
(International) Limited (“Group Sense”), a company which is also listed on the HKSE. Following
the Group’s subsequent mandatory general offer for the remaining shares of Group Sense that it
did not own, the Group’s shareholding interest in Group Sense increased to 51.88 per cent. on 26
March 2015. Group Sense is a leading manufacturer of electronic dictionaries and other handheld
information devices, and also provides electronic manufacturing services. The Group intends to
use Group Sense as a separate listed platform through which it can focus and expand the
magnesium products business.

In addition, on 4 February 2015, the Issuer entered into a non-legally binding framework
agreement regarding the proposed acquisition of the entire equity interest in various operating
project companies with magnesium and ancillary businesses such as power generation and
semi-coke.

Competitive Strengths

The Issuer believes its competitive strengths include the following:

strong brand recognition and awareness of the Group’s products;
. strategic partnerships and investors;

. environmentally friendly products which cater to an increased demand for eco-friendly
products;

o control and ready supply of high quality raw materials;

o competitive cost structure;

o experienced and established management team;

o emphasis on and investment in research and development; and

o responsiveness to specific needs of consumers.




For further details, please see “Business’.

Strategies

The Issuer believes its key business strategies include the following:

o expansion through increase in production capacity;

o expansion through acquisitions, joint ventures and strategic alliances;
o expansion of sales coverage and increased market penetration;

. adoption of marketing strategy emphasising product differentiation and the optimisation of
products mix; and

J increased emphasis on products with high profit margins.
For further details, please see “Business’.
Corporate Information

The Issuer is an exempted company incorporated in Cayman lIslands with limited liability on 21
January 2003. The Issuer’s registered address is Cricket Square, Hutchins Drive, P.O. Box 2681,
Grand Cayman KY1-1111, Cayman Islands. The Issuer’s head office is located at Unit 2605, 26th
Floor, Harbour Centre, 25 Harbour Road, Wanchai, Hong Kong. The Issuer was listed on the
Growth Enterprise Market Board (“GEM”) of HKSE on 17 February 2004, and its listing was
transferred to the Main Board of the HKSE on 1 August 2008.




OVERVIEW OF THE PROGRAMME

The following overview does not purport to be complete and is taken from and is qualified in its
entirety by, the remainder of this Information Memorandum and, in relation to the terms and
conditions of any particular Tranche of Notes, the applicable Pricing Supplement, the Trust Deed
and the Agency Agreement. Words and expressions defined in “Terms and Conditions of the
Notes” shall have the same meanings in this summary.

A summary of the terms and conditions of the Programme and the Notes appears below. The
applicable terms of any Notes will be agreed upon by and between the Issuer and the Relevant
Dealer(s) prior to the issue of the Notes and will be set forth in the Terms and Conditions of the
Notes endorsed on, or incorporated by reference into, the Notes, as modified and supplemented
by the applicable Pricing Supplement attached to, or endorsed on, such Notes, as more fully
described below.

Issuer........ ... ... .. ... Century Sunshine Group Holdings Limited.

Initial Guarantors . ........... The initial Guarantors are Capital Idea Investments Limited,
Fullocean Group Limited, Bright Stone Group Limited, Gold
Strategy Investments Limited, Fly Union Limited, New Bright
Group Limited, Century Sunshine Ecological Technology
Limited, Blue Atlantic International Limited, Ming Xin
Developments Limited and Century Sino Technology Limited.

Arranger. . ... ... oL Oversea-Chinese Banking Corporation Limited.

Dealer(s) .................. Oversea-Chinese Banking Corporation Limited and/or such
other Dealer or Dealers as may be appointed by the Issuer in
accordance with the Programme Agreement.

Trustee.................... The Bank of New York Mellon, Singapore Branch.

Principal Paying Agent,

CDP Transfer Agent and CDP

Registrar in relation to the CDP

Cleared Notes . ............. The Bank of New York Mellon, Singapore Branch.

CMU Lodging and Paying

Agent, CMU Transfer Agent and

CMU Registrar in relation to the

CMU Cleared Notes. . ........ The Bank of New York Mellon, Hong Kong Branch.

Non-CDP/CMU Paying Agent in
relation to the Non-CDP/CMU
Cleared Notes .............. The Bank of New York Mellon, London Branch.

Non-CDP/CMU Transfer Agent

and Non-CDP/CMU Registrar in

relation to the Non-CDP/CMU

Cleared Notes . ............. The Bank of New York Mellon (Luxembourg) S.A.




Relevant Calculation Agent . . ..

Description . . . .

Programme Size

Currencies . . ..

Use of Proceeds

Method of Issue

To be appointed in respect of each Series of Notes where
required.

The Principal Paying Agent, the CDP Transfer Agent, the CDP
Registrar, the CMU Lodging and Paying Agent, the CMU
Transfer Agent, the CMU Registrar, the Non-CDP/CMU
Paying Agent, the Non-CDP/CMU Transfer Agent, the Non-
CDP/CMU Registrar and the relevant Calculation Agent, or
any of them, and shall include any other agent or agents as
may be appointed from time to time under the Agency
Agreement.

Multicurrency Medium Term Note Programme.

Up to an aggregate principal amount of Notes outstanding at
any one time of $$300,000,000 (or its equivalent in other
currencies) (the “Programme Limit”). The Issuer may increase
the amount of the Programme Limit in accordance with the
terms of the Programme Agreement.

Subject to compliance with all relevant laws, regulations and
directives, Notes may be issued in Singapore dollars, U.S.
dollars, Euros, Renminbi or any other currency agreed
between the Issuer and the Relevant Dealer(s).

The Issuer intends to use the net proceeds for the issue of
each Tranche of Notes (after deducting issue expenses) for
general corporate purposes, including refinancing existing
borrowings, financing investments and/or acquisitions,
general working capital and capital expenditure requirements
of the Issuer and its subsidiaries, in each case with respect to
businesses relating to (1) magnesium and its ancillary
business (including power generation and semi-coke), (2)
fertiliser, (3) mining of dolomite and serpentine, and (4)
investment holding in connection with (1), (2) and (3), or such
other purposes as may be specified in the relevant Pricing
Supplement.

The Notes will be issued on a syndicated or non-syndicated
basis. The Notes will be issued in series (each, a “Series”)
having one or more issue dates and on terms otherwise
identical (or identical other than in respect of the first payment
of interest and their Issue Price), the Notes of each Series
being intended to be fungible with all other Notes of that
Series. Each Series may be issued in tranches (each, a
“Tranche”) on the same or different issue dates. The specific
terms of each Tranche (which will be completed, where
necessary, with the relevant terms and conditions and, save
in respect of the issue date, issue price, first payment of
interest and nominal amount of the Tranche, will be identical
to the terms of other Tranches of the same Series) will be
specified in the pricing supplement (the “Pricing
Supplement”).




Issue Price. .

Maturity . . ..

Specified Denomination. .. .. ..

Interest Basis

Fixed Rate Notes . .. .........

Floating Rate

Variable Rate

Hybrid Notes

Notes..........

Notes..........

Notes may be issued at their nominal amount or at a discount
or premium to their nominal amount.

Subject to compliance with all relevant laws, regulations and
directives, Notes shall have maturities of such tenor as may
be agreed between the Issuer and the Relevant Dealer(s).

Notes will be in such denominations as may be specified in
the relevant Pricing Supplement.

Notes may bear interest at fixed, floating, variable or hybrid
rates or such other rates as may be agreed between the
Issuer and the Relevant Dealer(s) or may not bear interest.

Fixed Rate Notes will bear a fixed rate of interest which will be
payable in arrear on the date or dates in each year specified
in the relevant Pricing Supplement and at maturity.

Floating Rate Notes which are denominated in Singapore
dollars will bear interest to be determined separately for each
Series by reference to S$ SIBOR or S$ Swap Offer Rate (or
in any other case such other benchmark as may be agreed
between the Issuer and the Relevant Dealer(s) prior to their
issue).

Floating Rate Notes which are denominated in other
currencies will bear interest determined separately for each
Series as set out in the Terms and Conditions of the Notes
and the relevant Pricing Supplement.

Variable Rate Notes will bear interest at a variable rate
determined in accordance with the Terms and Conditions of
the Notes. Interest periods in relation to the Variable Rate
Notes will be agreed between the Issuer and the Relevant
Dealer(s) prior to their issue.

Hybrid Notes will bear interest during the fixed rate period, to
be agreed between the Issuer and the Relevant Dealer(s), at
a fixed rate of interest which will be payable in arrear on
specified dates and, during the floating rate period to be
agreed between the Issuer and the Relevant Dealer(s), at the
rate of interest to be determined by reference to S$ SIBOR or
S$ Swap Offer Rate (or such other benchmark as may be
agreed between the Issuer and the Relevant Dealer(s)), as
adjusted for any applicable margin (provided that if the Hybrid
Notes are denominated in a currency other than Singapore
dollars, such Hybrid Notes will bear interest to be determined
separately by reference to such benchmark as may be agreed
between the Issuer and the Relevant Dealer(s)), in each case
payable at the end of each interest period to be agreed
between the Issuer and the Relevant Dealer(s) and as set out
in the relevant Pricing Supplement.




Zero Coupon Notes .. ........ Zero Coupon Notes may be issued at their nominal amount or
at a discount to it and will not bear interest.

Mandatory Redemption ... .. .. Unless previously redeemed or purchased and cancelled,
each Note will be redeemed at its Redemption Amount on the
maturity date.

Optional Redemption and

Purchase .................. The Pricing Supplement issued in respect of each issue of
Notes will state whether such Notes may be redeemed or
purchased prior to their stated maturity at the option of the
Issuer (either in whole or in part) and/or the holders of the
Notes, and if so the terms applicable to such redemption.

Redemption upon a Change of

Control . . .................. Upon a Change of Control, the Issuer shall, at the option of
the holder of any Note, redeem such Note at 101.0% of the
Redemption Amount or (in the case of Zero Coupon Notes)
101.0% of the Early Redemption Amount, together with
interest accrued to (but excluding) the date fixed for
redemption on the date falling 45 days after a Change of
Control (the “Change of Control Redemption Date”).

The Issuer shall within seven days after a Change of Control,
give notice (the “Change of Control Notice”) to the Trustee,
the Principal Paying Agent and the Noteholders of the
occurrence of the Change of Control and the Change of
Control Redemption Date (provided that any failure by the
Issuer to give such notice shall not prejudice any Noteholder
of such option). To exercise such option, the holder must
deposit such Note (together with all unmatured Coupons and
unexchanged Talons, if any) with the Principal Paying Agent
at its specified office, together with an Exercise Notice in the
form obtainable from the Principal Paying Agent or the Issuer
(as applicable) not later than 21 days after the Change of
Control Notice is given. Any Note so deposited may not be
withdrawn (except as provided in the Agency Agreement)
without the prior consent of the Issuer.

“Change of Control” means the occurrence of one or more of
the following events: (i) the merger, take over, amalgamation,
or consolidation of the Issuer with, by or into another Person
who is not one of the Permitted Holders or the merger or
amalgamation of another Person who is not one of the
Permitted Holders with or into the Issuer, or the sale of all or
substantially all the assets of the Issuer to another Person
who is not one of the Permitted Holders; (ii) the Permitted
Holders are the beneficial owners of less than 30% of the total
voting power of the Voting Shares of the Issuer; (iii) any
person is or becomes the beneficial owner directly or
indirectly, of the total voting power of the Voting Shares of the
Issuer greater than such total voting power held beneficially
by the Permitted Holders; or (iv) the adoption of a resolution
relating to the liquidation or dissolution of the Issuer.




Redemption upon Cessation or
Suspension of Trading of the
Issuer’s Shares .............

Redemption for Taxation
Reasons...................

If on any date, (i) the ordinary shares of the Issuer cease to
be traded on the HKSE or (ii) trading in the ordinary shares of
the Issuer on the HKSE is suspended for a continuous period
of more than 10 market days (or, in the case of any
suspension of trading (x) pending the release of any
announcement in respect of any matter not involving the
matters described in Condition 10(g) of the Notes
(Bankruptcy, Insolvency etc.) which the Issuer is required to
disclose under the Listing Rules of the HKSE, or (y) for
purposes of compliance by the Issuer under The Codes on
Takeovers and Mergers and Share Buy-backs issued by the
Securities and Futures Commission in Hong Kong or under
any insider trading laws and regulations in Hong Kong, more
than 40 market days), the Issuer shall, at the option of the
holder of any Note, redeem such Note at its Early Redemption
Amount, together with interest accrued to (but excluding) the
date fixed for redemption on any date on which interest is due
to be paid on such Notes or, if earlier, the date falling 45 days
after (in the case of (i)) the date of cessation of trading or (in
the case of (ii)) the business day immediately following the
expiry of such continuous period of 10 market days or 40
market days, as the case may be.

The Notes may be redeemed at the option of the Issuer in
whole, but not in part, at any time (in the case of Notes other
than Floating Rate Notes) or on any Interest Payment Date (in
the case of Floating Rate Notes), on giving not less than 30
nor more than 60 days’ notice to the Noteholders and the
Principal Paying Agent in accordance with Condition 15 of the
Notes (Notices) (which notice shall be irrevocable) at its Early
Redemption Amount, together with interest accrued to (but
excluding) the date fixed for redemption, if, immediately
before giving such notice, the Issuer satisfies the Trustee that
(i) it has or will become obliged to pay Additional Amounts as
provided or referred to in Condition 8 of the Notes (Taxation)
or a Guarantor would be unable for reasons outside its control
to procure that the Issuer is able to make payment and in
making payment itself would be required to pay Additional
Amounts, in each case as a result of any change in, or
amendment to, the laws or regulations of a Relevant Taxing
Jurisdiction (as defined in Condition 8 of the Notes
(Taxation)), or any change in the application or official
interpretation of such laws or regulations, which change or
amendment becomes effective (A) with respect to the Issuer
or any initial Guarantor, on or after 19 May 2015, or (B) with
respect to any future Guarantor, on or after the date such
future Guarantor becomes a Guarantor, and (ii) such
obligation cannot be avoided by the Issuer (or, as the case
may be, the Guarantor) taking reasonable measures available
to it, provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which the




Status of the Notes . .

Status of the Guarantees. .. ...

Additional Guarantors

Issuer or such Guarantor would be obliged to pay such
Additional Amounts if a payment in respect of the Notes were
then due, and provided further that where any such
requirements to pay such Additional Amounts are in
consequence of the laws and treaties of the PRC or any
political subdivision or any authority thereof or therein, the
Issuer will be permitted to redeem the Notes in accordance
with the provisions above only if the rate of withholding or
deduction in respect of which such Additional Amounts are
required is in excess of the Additional Amounts that the Issuer
would be required to pay if payments in respect of the Notes
were subject to deduction or withholding for PRC taxes at a
rate of 10.0%.

The Notes and Coupons constitute direct, general,
unconditional, unsubordinated and (subject to Condition 4 of
the Notes (Covenants)) unsecured obligations of the Issuer
which will at all times rank pari passu among themselves and
at least pari passu in right of payment with all other present
and future unsecured obligations of the Issuer, save for such
obligations as may be preferred by provisions of law that are
both mandatory and of general application.

Each Guarantor has, in the Trust Deed, unconditionally and
irrevocably guaranteed the due and punctual payment of all
sums from time to time payable by the Issuer in respect of the
Notes and the Coupons. Each such guarantee (the
“Guarantee”) constitutes direct, general, unconditional,
unsubordinated and (subject to Condition 4 of the Notes
(Covenants)) unsecured obligations of such Guarantor which
will at all times rank at least pari passu with all other present
and future unsecured obligations of such Guarantor, save for
such obligations as may be preferred by provisions of law that
are both mandatory and of general application.

The Issuer will procure each of its future Subsidiaries (other
than Subsidiaries incorporated or established under the laws
of the PRC), as soon as practicable and in any event within 10
business days of becoming a Subsidiary, to execute and
deliver to the Trustee a supplemental trust deed pursuant to
which such Subsidiary will, jointly and severally with the
existing Guarantors, Guarantee the payment of all sums
expressed to be payable by the Issuer under the Trust Deed
and the Notes. Each Subsidiary that guarantees the Notes
after the date of the Trust Deed, upon executing the
applicable supplemental trust deed, will be a “Guarantor”.

Notwithstanding the above, to the extent that:

(x) Group Sense (International) Limited or any of its
Subsidiaries conducts any of the Permitted Businesses
(other than the design and manufacture of electronic and
personal communications devices and products) as a
result of a transfer by, or an acquisition from, the Issuer




Negative Pledge. ..

Financial Covenants

or any of its Subsidiaries (other than Group Sense
(International) Limited or any of its Subsidiaries) of any
of such Permitted Businesses; or

(y) any of the existing or future PRC-incorporated
Subsidiaries of the Issuer (including, for the avoidance
of doubt, any PRC Non-Guarantor Subsidiary of Group
Sense (International) Limited after the occurrence of the
event specified in paragraph (x)) is or becomes
permitted by applicable law to provide a Guarantee
without having to register such Guarantee with any
governmental authority in the PRC or without such
Guarantee being subject to any other limitation or
restriction,

the Issuer will procure that Group Sense (International)
Limited and all of its Subsidiaries that are not incorporated in
the PRC or such PRC-incorporated Subsidiary as referred to
in paragraph (y) (including, for the avoidance of doubt, any
PRC Non-Guarantor Subsidiary of Group Sense
(International) Limited after the occurrence of the event
specified in paragraph (x)), as soon as practicable, and in any
event no later than 10 Business Days, to execute and deliver
to the Trustee a supplemental trust deed pursuant to which
such Subsidiary will, jointly and severally with the existing
Guarantors, Guarantee the payment of all sums expressed to
be payable by the Issuer under the Trust Deed and the Notes.

So long as any Note remains outstanding (as defined in the
Trust Deed) the Issuer will not, and will procure that each of
the Principal Subsidiaries will not, create or permit to subsist
any Security Interest (other than a Permitted Security
Interest) upon the whole or any part of its present or future
undertaking, assets or revenues (including uncalled capital)
without at the same time or prior thereto (A) securing the
Notes equally and rateably with (or, if the obligation to be
secured by the Security Interest is subordinated in right of
payment to the Notes or any Guarantee, prior to) the
obligations so secured or (B) providing such other security for
the Notes as may be approved by an Extraordinary
Resolution (as defined in the Trust Deed) of Noteholders.

So long as any Note remains outstanding (as defined in the
Trust Deed), unless otherwise specified in the applicable
Pricing Supplement, the Issuer will ensure that (i) the
Consolidated Tangible Net Worth shall not at any time be less
than HKD1.8 billion (or its equivalent in foreign currencies),
(i) the ratio of Consolidated Gross Borrowings to
Consolidated Tangible Net Worth shall not at any time be
more than 2.0:1, and (iii) the ratio of Consolidated EBITDA to
Consolidated Interest Expense shall not at any time be less
than 3.0:1.

10




Events of Default . . .......... Certain events will permit acceleration of the principal of the
Notes (together with all interest and any additional amounts
accrued and unpaid thereon). These events are set out in
Condition 10 of the Notes (Events of Default) and include
default with respect to the payment of principal of, premium,
if any, or interest on, the Notes.

Listing. . ... ... oo Application has been made to the Singapore Exchange
Securities Trading Limited (the “SGX-ST”) for permission to
deal in and quotation of any Notes that may be issued
pursuant to the Programme and which are agreed at or prior
to the time of issue thereof to be so listed on the SGX-ST.
There is no assurance that an application to the SGX-ST for
the listing of the Notes of any Series will be approved. For so
long as any Notes are listed on the SGX-ST and the rules of
the SGX-ST so require, such Notes will be traded on the
SGX-ST in a minimum board lot size of S$200,000 (or its
equivalent in any other currency).

The Notes may also be listed on such other or further stock
exchange(s) as may be agreed between the Issuer and the
Relevant Dealer(s) in relation to each Series. Unlisted Notes
may also be issued under the Programme. The relevant
Pricing Supplement will state whether or not the Notes of a
Series will be listed on any exchange(s) and, if so, on which
exchange(s) the Notes are to be listed.

Formof Notes .............. The Notes may be issued in bearer or registered form, as
specified in the applicable Pricing Supplement.

Each Series of Bearer Notes will initially be represented by a
Temporary Global Note or a Permanent Global Note which, in
each case, will be deposited on the Issue Date with CDP,
CMU, or the Common Depositary on behalf of Euroclear and
Clearstream, Luxembourg or any other agreed clearing
system. Interests in a Temporary Global Note will be
exchangeable, from the 40th day following the Issue Date, for
either interests in a Permanent Global Note or Definitive
Bearer Notes (as indicated in the applicable Pricing
Supplement) and, in the case of Notes to which the D Rules
(as defined below) apply, upon certification of non-U.S.
beneficial ownership as required by United States Treasury
regulations (“U.S. Treasury Regulations”). Interests in a
Permanent Global Note will be exchangeable, unless
otherwise specified in the applicable Pricing Supplement,
only in the limited circumstances described therein, in whole
but not in part for Definitive Bearer Notes, upon written notice
to the Trustee. Any interest in a Temporary Global Note or a
Permanent Global Note will be transferable only in
accordance with the rules and procedures for the time being
of CDP, CMU, Euroclear, Clearstream, Luxembourg and/or
any other agreed clearing system, as appropriate.
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Clearing Systems

Each Series of Registered Notes will, unless otherwise
specified in the applicable Pricing Supplement, be
represented by a Global Certificate, which will be deposited
on or about its Issue Date with CDP, a sub-custodian of the
CMU, the Common Depositary and/or any other agreed
clearing system, and registered in the name of, or of a
nominee of, CDP, CMU, the Common Depositary and/or any
other agreed clearing system. Global Certificates will be
exchangeable for Definitive Note Certificates only in the
limited circumstances more fully described herein.

Bearer Notes will not be exchangeable for Registered Notes,
and Registered Notes will not be exchangeable for Bearer
Notes.

For so long as the Notes are listed on the SGX-ST and the
rules of the SGX-ST so require, in the event that the
Temporary Global Note or Permanent Global Note is
exchanged for Definitive Bearer Notes or, as the case may be,
the Global Certificate is exchanged for Definitive Note
Certificates, the Issuer will appoint and maintain a paying
agent in Singapore, where the Notes may be presented or
surrendered for payment or redemption. In addition, for so
long as the Notes are listed on the SGX-ST and the rules of
the SGX-ST so require, in the event that the Temporary
Global Note or Permanent Global Note is exchanged for
Definitive Bearer Notes or, as the case may be, the Global
Certificate is exchanged for Definitive Note Certificates, an
announcement of such exchange shall be made by the Issuer
through the SGX-ST and such announcement will include all
material information with respect to the delivery of the
Definitive Bearer Notes or, as the case may be, the Definitive
Note Certificates, including details of the paying agent in
Singapore.

The Notes will, if traded on the SGX-ST, have a minimum
board lot size of S$200,000 (or its equivalent in other
currencies) for so long as the Notes are listed on the SGX-ST.

Notes which are to be listed on the SGX-ST may be cleared
through CDP. Notes which are to be cleared through CDP are
required to be kept with CDP as authorised depository.

Notes may also be cleared in CMU, Euroclear, Clearstream,
Luxembourg and/or such other clearing system as may be
agreed between the Issuer, the Trustee and the Relevant
Dealer(s). Notes which are to be cleared through CMU,
Euroclear, Clearstream, Luxembourg and/or such other
clearing system as may be agreed between the Issuer, the
Trustee and the Relevant Dealer(s) are required to be kept
with a sub-custodian of the CMU, the Common Depositary on
behalf of Euroclear, Clearstream, Luxembourg and/or any
other agreed clearing system, as the case may be.
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Selling Restrictions ..........

Governing Law. .............

The offer and sale of Notes and the delivery of the Information
Memorandum is restricted in certain jurisdictions. See
“Subscription and Sale” and any additional selling and
transfer restrictions set out in the relevant Pricing
Supplement.

Bearer Notes will be issued in compliance with rules in
substantially the same form as United States Treasury
Regulations Section 1.163-5(c)(2)(i)(D) for purposes of
Section 4701 of the Internal Revenue Code (the “D Rules”)
unless (i) the relevant Pricing Supplement states that Bearer
Notes are issued in compliance with rules in substantially the
same form as United States Treasury Regulations Section
1.163-5(c)(2)(i)(C) for purposes of Section 4701 of the
Internal Revenue Code (the “C Rules”) or (ii) Bearer Notes
are issued other than in compliance with the D Rules or the C
Rules but in circumstances in which the Notes will not
constitute “registration required obligations” for U.S. federal
income tax purposes, which circumstances will be referred to
in the relevant Pricing Supplement as a transaction to which
the Tax Equity and Fiscal Responsibility Act of 1982
(“TEFRA”) is not applicable.

The Programme and any Notes issued under the Programme
will be governed by, and construed in accordance with, the
laws of Singapore.
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RISK FACTORS

An investment in the Notes involves risks. Prospective investors should carefully consider all of
the information in this Information Memorandum and, in particular, the risks described below
before deciding to invest in the Notes. The following describes some of the significant risks that
could affect the Group and the value of the Notes. The risk factors set out below do not purport
fo be complete or comprehensive of all the investment considerations and risk factors that may be
involved in the Group’s business, financial condition, results of operations or prospects or any
decision to purchase, own or dispose of the Notes. Additional investment considerations and risk
factors which the Group is currently unaware of may also impair the Group’s business, financial
condition, results of operations or prospects. Additionally, some risks may be unknown to the
Group and other risks, currently believed to be immaterial, could turn out to be material. All of
these could materially adversely affect the Group’s business, financial condition, results of
operations and prospects. In such cases, the Group’s ability to comply with its obligations under
the Trust Deed and the Notes may be adversely affected. Prospective investors should also
consider the information provided below in connection with the forward-looking statements in this
Information Memorandum and the warning regarding forward-looking statements at the beginning
of this Information Memorandum.

Limitations of this Information Memorandum

This Information Memorandum does not purport to nor does it contain all information that
a prospective investor in or existing holder of the Notes may require in investigating the
Issuer, the Guarantors or the Group, prior to making an investment or divestment decision
in relation to the Notes issued under the Programme

Neither this Information Memorandum nor any document or information (or any part thereof)
delivered or supplied under or in relation to the Programme or the Notes (or any part thereof) is
intended to provide the basis of any credit or other evaluation and should not be considered as
a recommendation by the Issuer, the Guarantors, the Arranger or any of the Dealers that any
recipient of this Information Memorandum or any such other document or information (or such part
thereof) should subscribe for or purchase or sell any of the Notes.

This Information Memorandum is not, and does not purport to be, investment advice. A
prospective investor should make an investment in the Notes only after it has determined that
such investment is suitable for its investment objectives. Determining whether an investment in
the Securities is suitable is a prospective investor’s responsibility, even if the investor has
received information to assist it in making such a determination. Each person receiving this
Information Memorandum acknowledges that such person has not relied on the Issuer, the
Guarantors, their respective subsidiaries, respective associated companies (if any) or respective
joint venture companies (if any), the Arranger or any of the Dealers or any person affiliated with
each of them in connection with its investigation of the accuracy or completeness of the
information contained herein or of any additional information considered by it to be necessary in
connection with its investment or divestment decision. Any recipient of this Information
Memorandum contemplating subscribing for or purchasing or selling any of the Notes should
determine for itself the relevance of the information contained in this Information Memorandum
and any such other document or information (or any part thereof) and its investment or divestment
should be, and shall be deemed to be, based solely on its own independent investigation of the
financial condition and affairs, and its own appraisal of the creditworthiness of the Issuer, the
Guarantors and the Group, the terms and conditions of the Notes and any other factors relevant
to its decision, including the merits and risks involved. A prospective investor should consult with
its legal, tax and financial advisers prior to deciding to make an investment in the Notes.
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Risks Relating to the Group’s Business

The industries in which the Group operates are highly competitive with intense price
competition

The industries in which the Group’s business segments operate in are highly competitive. Pricing
is often the primary factor in determining the sales of the Group’s magnesium and fertiliser
products. Some of its competitors are larger than the Group, have greater resources than the
Group, and/or have greater brand recognition and greater geographical reach and/or lower capital
costs than the Group. This allows them to withstand industry downturns better, compete on the
basis of price, and relocate, build, and/or acquire additional assets, all of which may affect the
Group’s revenues and profitability. The Group expects to face increased competition, particularly
in respect of its NPK compound fertilisers and basic magnesium products (such as magnesium
ingots and basic magnesium alloys), and it cannot give any assurance that it will be able to
continue competing successfully with existing competitors and/or new entrants into the market.

If other competitors begin to enter specialty markets such as for rare earth magnesium alloys,
organic fertilisers or silicon magnesium compound fertilisers, which the Group currently
specialises in, levels of competition in such markets may increase. While the Group believes it is
able to maintain its competitive edge in terms of product quality and branding, the Group may
nevertheless need to deploy alternative strategies in response to competitive pressures and to
maintain market share, for instance by adjusting its product mix and/or pricing strategies.
Competition may also limit the Group’s ability to increase prices in response to commodity and
other input cost increases, or its sales volumes could be adversely affected if it seeks to pass on
cost increases to customers.

As a result, the business, financial condition, results of operations and prospects of the Group
could be materially and adversely affected.

The Group may also need to increase spending on advertising and promotional activities to
protect existing market share or increase market share. The success of such increased spending
is subject to risks, including uncertainties about new customer acceptance. As a result, the Group
may not be able to maintain or enhance market share even with increased expenditure, which
could result in lower profitability. Also, if the Group is not able to maintain or improve the Group’s
brand image or value proposition, it could have a material effect on its market share and its
business, financial condition, results of operations and prospects.

The Group may not be able to maintain its competitiveness or to compete with new entrants
to the industries in which it operates as barriers to entry can be low for segments of these
industries

The Group’s basic magnesium products and some of the Group’s fertiliser products (mainly NPK
compound fertilisers) belong to segments of the magnesium and fertiliser industries respectively
for which barriers to entry are low. This is because, unlike for the Group’s rare earth magnesium
products and other fertiliser products, such as its organic and silicon magnesium compound
fertiliser products, the technical barriers to entry are comparatively low in that there is less usage
of and need to invest in patented technology, and these are not comparatively niche products.

In the event the Group is unable to retain its customers or maintain its competitiveness vis-a-vis
its competitors or new entrants into the relevant segments of the magnesium and agricultural
industries, the Group may not be able to secure a sufficient number of contracts, and its business,
financial condition, results of operations and prospects may be adversely affected.
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The Group faces various risks associated with technology changes — the Group may face
product substitution, may be unable to keep pace with technological developments or may
not successfully develop new products

Generally, the introduction of new technologies and the emergence of new industry standards may
render the Group’s existing technical processes and products obsolete and unmarketable. The life
cycles of the Group’s processes and products are difficult to estimate. The Group’s future success
will depend on its ability to enhance its existing technical processes and products, and to develop
and introduce new technical processes and products which are able to keep pace with
technological developments and emerging industry standards and requirements and address the
increasingly sophisticated needs of end users.

For instance, in respect of the Group’s fertilisers business, new types of fertilisers or other
substituted products are constantly being developed as researchers seek ways to make plants
and crops stronger and more resistant to diseases and adverse weather conditions. The Group
cannot assure that it will always be able to respond rapidly enough to technological
advancements; thus, new product developments could have a material adverse impact on the
Group’s business, financial condition, results of operations and prospects.

Further, generally, the success of the Group’s research and development activities may be
affected by various factors, including but not limited to restrictions to its production or testing
environments, under-development of relevant technology and lack of understanding of relevant
markets. Thus, the Group cannot assure that it will be able to continuously and successfully
develop new and/or improved products or that when it launches new products, these will be
commercially successful and/or be able to meet the requirements of end users adequately. The
failure of new products and/or the failure to utilise the results of the Group’s research and
development activities may have an adverse impact on its business, financial condition, results of
operations and prospects.

Cessation of favourable government policies relating to the magnesium industry will have
an adverse impact on the Group’s magnesium products business

In order to encourage the development of the magnesium production industry, the Ministry of
Finance and the Ministry of Land and Resources agreed to provide to the Group’s subsidiary,
Baishan City Tianan Magnesium Resources, a RMB131.2 million grant to improve its production
technology and enhance its production capacity. Baishan City Tianan Magnesium Resources will
receive amounts under the grant on a reimbursable basis, based on the funds it has disbursed.
Baishan City Tianan Magnesium Resources has, as at the 31 December 2014, received
approximately HKD70.0 million from the local government under the grant.

The Group cannot guarantee that it will continue to receive the remaining or any additional grants
or other financial assistance in the future. The Group’s business, financial condition, results of
operations and prospects will be adversely impacted should there be a total or partial removal of
such grant or financial assistance.

The PRC government’s removal of incentives to the agricultural industry may adversely
affect the Group'’s fertilisers business

Currently, the PRC government provides a number of incentives to farmers in the PRC such as the
non-application of value added tax. This allows farmers to have a higher disposable income which
can be spent on purchasing fertiliser for their crops. If such incentives were reduced or removed,
this could affect the Group’s end-customers, their demand for the Group’s products and
consequently, the Group’s business, financial condition, results of operations and prospects.
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Significant and/or prolonged economic downturns in the PRC may adversely affect the
business operations and financial performance of the Group’s businesses

The Group’s financial results are affected by the level of business activity of its customers, which
is in turn affected by the level of economic activity in the industries and markets that they serve.
A decline in the level of business activity of the Group’s customers could have a material adverse
effect on the Group’s financial performance.

Currently, all of the Group’s business sales are made within the PRC. Accordingly, a prolonged
economic downturn or any significant slowdown in the economy of the PRC, in particular,
slowdowns in activity of the agricultural, magnesium, automotive and other heavy industry sectors
in the PRC, may lead to a slowdown in the Group’s customers’ business operations and
consequently, may result in the Group’s customers terminating their orders with the Group or
requiring less of the Group’s products. Any decrease in demand for the Group’s products may
compel the Group to reduce the price of the Group’s products. This will have a material adverse
effect on the Group’s business, financial condition, results of operations and prospects.

The Group’s geographic and market concentration and the general political and economic
conditions in which the Group operates may adversely affect the Group’s businesses

The Group derives its revenue and operating profits chiefly from its magnesium products,
fertilisers and metallurgical flux businesses and operations in the PRC and is consequently highly
dependent on the state of the PRC market. Thus, any natural disaster affecting provinces in the
PRC in which the Group operates or conducts its businesses or changes in the social, political and
economic environment of the PRC would have greater impact on the Group than if its operations
and businesses were more geographically diversified. Future political or economic instability or a
sustained domestic economic slowdown may adversely affect the Group’s business, financial
condition, results of operations and prospects.

Demand for and supply of the Group’s products are subject to fluctuations which may
adversely affect the Group’s businesses

The Group’s sales volumes and revenues attained across its business segments are attributable
to the sales of its products, which include organic and compound fertilisers and basic and rare
earth magnesium products. In the normal course of its business, the Group is exposed to
fluctuations in both supply and demand, which could have significant effects on the Group’s
products, and in turn, its business operations and financial performance.

Market demand for the Group’s products depends largely on key factors such as general
economic conditions, (for the Group’s fertilisers business) agricultural requirements for fertiliser,
(for the Group’s magnesium products business) industry requirements for different magnesium
products, governmental policies for the agricultural and magnesium industries and weather
conditions in the PRC. On the other hand, market supply for the Group’s products depends on the
number of and entry into by producers, their production capacities, utilisation rates, profit margins
and governmental policies for the fertiliser and magnesium industries in the PRC. Thus, any
significant adverse fluctuation in the market demand for and supply of the Group’s products may
result in a decline in the prices of its products, and hence its business, financial condition, results
of operations and prospects may be materially and adversely affected.

The Group'’s intellectual property rights in the PRC may be infringed

The Group owns, has registered or is registering various intellectual property rights. See “The
Group — Intellectual Property” for details of the Group’s intellectual property rights.
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However, the Group cannot assure that the existing legal protection in the PRC will effectively
prevent unauthorised use of its trademarks or the misappropriation by third parties of the Group’s
patents. As at the Latest Practicable Date, the Group has not discovered any unauthorised use of
its various trademarks or patents in respect of its fertiliser products.

Policing unauthorised use of the trademarks and proprietary technology of the Group may be
difficult, costly and ineffective, and there can be no assurance that any steps taken by the Group
will effectively prevent any such misappropriation or infringement from occurring.

Any failure to obtain or adequately protect the Group’s intellectual property rights, or any change
in law or other changes that serve to lessen or remove the current legal protections of the Group’s
intellectual property, could diminish the Group’s competitiveness and materially harm the Group’s
business.

Specifically, the Group’s products may also be subject to counterfeiting or imitation. The Group is
unable to guarantee that counterfeiting and misuse of the Group’s trademarks or name will not
occur in the future and, if it does occur, whether the Group will be able to detect and deal with it
effectively. Any occurrence of counterfeiting, imitation or misuse of the Group’s trademarks or
name could have a negative impact on the Group’s reputation and brand name, and lead to a loss
in consumer confidence in the Group’s brands. In addition, counterfeit and imitation products
could result in a reduction in the Group’s market share and result in an increase in its
administrative costs in respect of detection and prosecution.

Further, in respect of its magnesium products business, there remain applications for new patents
which are pending. If the Group fails in its application for securing any new patents, the Group may
not be able to prevent the unauthorised use of the Group’s technologies and methods, which could
adversely affect the Group’s business, financial condition, results of operations and prospects.

The Group may face intellectual property claims that may be costly to resolve or which limit
its ability to use intellectual property in the future

The Group has its own trademarks and proprietary technology and continues to develop new
products and technologies in the course of its business. The Group cannot ensure that third
parties will not assert infringement claims against it in the future or that these claims will not be
successful.

The Group could incur substantial costs and time and management resources may be diverted to
defend any such infringement claims. The Group may have to pay substantial damages and costs
should it be unsuccessful in its defense in any of these claims, and may further have to cease
production of the infringing product or usage of any infringing technology, or be required to enter
into royalty or licensing agreements in order to obtain the right to use any proprietary technology.
If the latter is required, the Group cannot assure that it will be able to enter into such agreements
on commercially reasonable terms, if at all.

In the event that the Group has to defend infringement claims and is unable to resolve it
successfully, this could have adverse effects on the Group’s business, financial condition, results
of operations and prospects.

The Group’s mining licenses may be subject to termination, renewal and other
uncertainties

The Group’s significant licenses are the licenses covering their serpentine and dolomite mines,

which gives it the right to mine serpentine and dolomite respectively. The Group’s mining license
for its dolomite mine is for a validity period of nearly 15 more years and its current license will

18



expire in November 2030. The Group’s mining license for its serpentine mine is for a validity
period of 10 years and its current license will expire on October 2020. The licenses for these
mines are presently renewable on the basis that there remain reserves by the time of their expiry.

The PRC government can suspend or revoke the Group’s licenses if it fails to satisfy the
conditions or obligations under such licenses, including payment of royalties and taxes to the PRC
government or relevant governmental authorities and the satisfaction of certain mining,
environmental and health and safety requirements. There can be no assurance that the Group will
be able to achieve compliance with all applicable regulations at all times.

Should the Group’s mining license(s) be terminated by the PRC government, this will materially
and adversely affect its business, financial condition, results of operation and prospects.

The Group may not be able to manage future expansion of its business and/or the
anticipated benefits of acquisitions, which could put significant strain on its managerial,
operational and financial resources

From time to time, the Group may evaluate potential acquisitions or joint ventures that would
further its strategic objectives. For example, the Group consummated the acquisition of 51.88 per
cent. of the outstanding shares of Group Sense in March 2015, and has entered into a non-legally
binding framework agreement regarding the proposed acquisition of a 100.0 per cent. equity
interest in various operating project companies with magnesium and ancillary businesses such as
power generation and semi-coke in February 2015. See “The Group — Recent Key Developments”
for further details.

In relation to acquisitions, the Group may not be able to identify suitable candidates, consummate
a transaction on terms that are favourable to it, or achieve expected returns and other benefits.
Companies or operations acquired or joint ventures created by the Group may not be profitable
or may not achieve sales levels and profitability that justify the investments made.

Although the Group believes that its expansion plans and activities (as described in “The
Group — Business Strategy” and “The Group — Recent Key Developments”) may accelerate its
achievement of strategic goals, the realisation of anticipated benefits from such plans and
activities depends upon the subsequent performance of the acquired businesses and their
successful integration into the Group. While the Group conducts business, legal and financial due
diligence in order to identify and evaluate any material risks involved in its expansion
activities/transactions, it may not necessarily ascertain or accurately evaluate all such risks. It
may thus not realise the intended advantages of any given activity/transaction.

Among the financial and operational risks the Group may face include the diversion of
management attention from existing core businesses, difficulties in integrating or separating
personnel and financial and other systems, and negative effects on existing business
relationships with suppliers and customers. Future acquisitions could also result in potentially
dilutive issuances of equity securities, the incurrence of debt, contingent liabilities, goodwill and/or
amortisation expenses related to certain intangible assets, and increased operating expenses, all
of which could adversely affect the Group’s business, financial condition, results of operations and
prospects.

The Group’s recent acquisition of a majority stake in loss-making Group Sense may
adversely affect its business

On 26 March 2015, the Group completed its acquisition of a 51.88 per cent. stake in Group Sense.
Details of the acquisition are discussed in “The Group — Recent Key Developments”.
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The Group has announced its intention to continue the business operations of Group Sense, while
also exploring other business opportunities for Group Sense. However, Group Sense currently has
a low working capital level and is in a loss-making position. Should this situation persist, this could
have an adverse impact on the Group’s business, financial condition, results of operations and
prospects.

The Group may face various risks due to its reliance on raw materials suppliers

The Group relies on a number of major suppliers for significant raw materials such as ferrosilicon
and potash. If these major suppliers cease to supply the Group with its resources, the Group may
be unable to source for alternative suppliers in a timely manner or on commercially reasonable
terms, which could result in a material adverse effect on the Group’s business operations. Further,
if the Group’s major suppliers unilaterally increase their prices and the Group is unable to source
for cheaper alternative suppliers in a timely manner or pass on such cost increases to its
customers this could adversely affect the Group’s profit margins and profitability, and thus its
financial performance. Raw materials which the Group requires in its production processes, such
as ferrosilicon and potash, are vulnerable to price fluctuations on a more regular basis.

The Group may face disruption to its business due to its reliance on its distributors for the
sales and distribution of the Group’s products

For the past three financial years ended 31 December, approximately 70.0 per cent. of the Group’s
sales have been conducted through distributors (with the remaining 30.0 per cent. being direct
sales). For instance, at the Latest Practicable Date, in respect of its fertilisers business, the Group
has a distribution network across 20 provinces in the PRC. Any substantial decrease in the
businesses of the Group’s existing distributors or disruption of the Group’s business relationships
with these distributors could have a material adverse impact on the Group’s business, financial
condition, results of operations and prospects.

The Group’s business may be adversely affected by natural disasters, the occurrence of
epidemics and other acts of God

Natural disasters, epidemics and other acts of God which are beyond the Group’s control may
adversely affect the economy, infrastructure and livelihood of the people in the PRC. Several cities
in the PRC may, from time to time, be affected by flood, earthquake, rainstorm or drought.
Although the Group has not previously suffered any material damage or significant liabilities
arising from floods, earthquakes or other calamities, there can be no assurance that this will
continue to be the case. The occurrence of such natural calamities in the regions where the
Group’s operations are located could adversely affect its businesses in such regions. Any
significant disruption in the supply of public utilities or the occurrence of fire, flood or other
calamities could also result in an interruption to, delay in, or require the Group to cease its
operations. It is possible that this could result in additional expenditure which may materially and
adversely affect the Group’s business, financial condition, results of operations and prospects.

In addition, past occurrences of epidemics, depending on their scale, have had varying degrees
of impact on the national and local economies in the PRC. A recurrence of SARS or an outbreak
of any other epidemics in the PRC, including the spread of viruses such as Ebola, H7N9 avian
influenza virus and H1N1 swine influenza virus, especially in the regions in which the Group
operates, may materially and adversely affect its business, financial condition, results of
operations and prospects.
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The Group’s fertilisers business may be adversely affected by outbreaks of crop diseases

The occurrence and effect of crop disease and pestilence can be unpredictable and devastating
to crops, potentially destroying all or a substantial portion of the affected harvest. Outbreaks of
crop diseases may restrict the Group’s ability to conduct its operations in that they can affect
demand for the Group’s fertilisers. Particularly, as a number of the Group’s fertilisers are meant
to be used for the cultivation of particular crop, such as tea, the outbreak of crop diseases
affecting the particular crop for which the Group’s fertilisers are produced would be adversely
affected. This will in turn have a significant adverse effect on the Group’s business, financial
condition, results of operations and prospects.

The Group is subject to a number of operating risks

The Group is subject to various risks inherent in the industries in which it operates, such as
accidents, power failures, outbreaks of natural diseases or natural calamities such as fires and
adverse weather conditions, which can result in severe consequences, including loss of human
life or serious injury, significant damage to the Group’s or its clients’ assets and equipment,
environmental pollution, personal injury litigation, political consequences, damage to the Group’s
reputation and third party claims.

In particular, adverse weather conditions such as droughts or floods could affect crop harvests
that could cause reduction in crop sales and income to farmers, which in turn could adversely
affect the prices and the level of demand for fertiliser products in the following planting season.
In such event, the Group’s performance in its fertilisers business segment could be adversely
affected.

The Group is also subject to equipment failure risks, which may require long periods to repair and
result in loss of revenue. The Group may be forced to cease part of its operations if any of its key
assets break down until it can replace and/or repair such key assets. A major system failure could
result in substantial loss of life and/or serious injury, damage to or loss of equipment and
protracted legal disputes and damage to the Group’s reputation.

In addition, while the Group’s dolomite and serpentine mines are open pit mines and mining
activities in such mines are considered relatively safer compared to underground mines, the
Group’s mining activities nevertheless remain susceptible to risks typically associated with such
activities, such as fire or explosion. Accidents occurring in the course of the Group’s production
activities may also result in casualties among the Group’s employees and further cause harm to
persons within the vicinity of the Group’s production facilities. The Group may not be adequately
insured for losses resulting from such disruptions. In the event that the Group is unable to resume
its mining or production activities on a timely basis or obtain timely replacement of damaged
equipment or inventory, this will have a significant adverse effect on the Group’s business,
financial condition, results of operations and prospects.

The Group’s operations may be affected by work stoppage and other labour relations
matters

While the Group believes that it has good working relationships with its employees and has not
experienced any work stoppages, strikes or other labour problems as at the Latest Practicable
Date, it cannot assure that such events will not arise in the future. If the Group’s employees were
to engage in such events, the Group could face significant disruptions to its operations and/or
higher labour costs, which it may not be able to pass on to its customers and which may have a
material adverse effect on the Group’s business, financial condition, results of operations and
prospects.
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The Group is subject to environmental and operational safety laws

The Group’s businesses and the operations of its production facilities and mines are subject to
and are materially affected by regulation contained in state and local environmental and
operational safety laws and regulations in force in the PRC, including but not limited to laws and
regulations relating to the prescribed standards for the discharge of waste water, solid wastes,
effluent and gases. These laws and regulations empower the state and local governments to
impose penalties on companies which do not comply with these laws and regulations.

It may be the case that the Group may commence operations in respect of its projects and
production facilities without all licences, permits, reports, authorisations or other approvals
(collectively, the “Approvals”) in place, and some of the Group’s operations therefore may be
conducted without every Approval having been obtained. While the Group undertakes efforts to
obtain all Approvals relevant to the operation of its businesses, the Group has not obtained every
Approval it is required to obtain. There can be no assurance that the requirements to obtain such
Approvals may not be made more stringent in the future or that the current licences or permits held
by the Group will be renewed when they expire. As at the Latest Practicable Date, no material
issues have been raised by any local, municipal or other authorities in respect of these issues with
the extent of the Group’s Approval coverage.

The Group’s businesses are such that waste water, waste gas and coal slags are regularly
discharged as a result of its various production processes. Although the Group has obtained the
relevant permits for its production processes, it cannot assure that it will at all times be able to fully
comply with the laws and regulations promulgated by the state and local governments of the PRC
on an ongoing basis. Any failure to comply by the Group could subject it to warnings, fines and/or
other penalties imposed by the environmental protection administration or the relevant
governmental department empowered to conduct environmental supervision and management in
the PRC. Should such penalties be sufficiently severe (such as suspension or closure), the
Group’s business operations or financial performance may be adversely impacted. In any event,
the Group’s reputation could suffer as a result of any negative publicity from its failure to comply
with any laws or regulations.

While as at the Latest Practicable Date, the Group’s business operations have not resulted in
environmental pollution, should this occur, the Group will be obliged to rectify the harm caused to
the environment and pay compensation to parties which have suffered direct losses as a result of
the pollution. Further, should its production facilities fail to meet other applicable environmental
protection requirements from time to time, it will be subject to fines and be required to take
remedial measures. In such event, the Group may also be required to suspend operations until it
complies with the relevant environmental protection requirements or in severe cases, the Group
may be required to cease operations altogether. If any of these events occur, the Group’s
business, financial condition, results of operations and prospects may be adversely impacted.

In any event, the laws and regulations which the Group is subject to are subject to amendment,
including changes in their interpretation or implementation. Further, new laws and regulations may
be introduced which might restrict the Group’s ability to conduct business or increase the cost of
doing business and thereby adversely affect its operations. These amendments, and/or new laws
and regulations, may require the Group to modify its production processes or upgrade its
equipment to meet more stringent requirements. The Group cannot predict the ultimate cost of
compliance or the impact thereof on its business operations. Any material increase in such costs
could adversely affect the Group’s business, financial condition, results of operations and
prospects. The Group is also required by various governmental agencies to obtain and maintain
certain permits, licences, certificates and other authorisations with respect to its operations. Some
of the conditions imposed by these governments and agencies may include requirements which

22



are not within the control of the Group. Accordingly, there is no assurance that the Group will be
able to fully comply with new requirements or conditions imposed as a result of changes in laws
and regulations.

The Group may be unable to manage its capital resources

The Group intends to increase its production capacity and, where opportunities arise, to acquire
or invest in related businesses. See “The Group — Business Strategy” for further details. Such
expansion plans and the capital expenditure which results may strain the Group’s capital
resources.

Globally, the financial markets and economic conditions have been volatile and have faced
disruption in recent years. If there is significant deterioration of global financial markets and
economic conditions in the future, the Group may be unable to obtain adequate funding under its
present credit facilities due to reluctance from or the inability of lenders to meet funding
obligations, market disruption events or increased costs, which may lead to an inability to obtain
funds at the interest rate agreed in its credit facilities. Such deterioration may also cause lenders
to be unwilling to provide the Group with new financing to the extent required to fund its ongoing
operations and growth. These factors may hinder the Group’s ability to access financing or result
in increased financing costs.

Additional equity financing will result in the dilution of the Issuer’s existing Shareholders while
additional debt financing may limit the Group’s ability to pay dividends or require the Group to seek
consents from relevant financial institutions or lenders, if necessary, for the payment of dividends.
It will also increase the Group’s vulnerability to general adverse economic and industrial
conditions, limit its ability to pursue its existing expansion plans, require the Group to dedicate
substantial portions of its cash flow from operations to payment of its debt, which would in turn
reduce the availability of the Group’s cash flow to fund capital expenditures, working capital and
other general corporate purposes. This in turn limits the Group’s flexibility in planning for or
reacting to changes in its businesses or industries.

If financing or refinancing is not available when needed, or is available only on unfavourable
terms, the Group may be unable to meet its obligations as they come due, or be unable to
implement growth strategies, complete acquisitions or otherwise take advantage of business
opportunities or respond to competitive pressures, any of which could harm the Group’s business,
financial condition, results of operations and prospects.

The Group may be exposed to risks relating to debt financing

The Group may from time to time pledge its assets or the shares of its subsidiaries and associated
companies as security for debt financing. In the event that there is a default in repayment of any
loan instalments or interest payment, or if there is a breach of the agreement underlying the debt
financing, assets or shares pledged may be liable to forfeiture, and the Group’s financial condition
and results of operations could be materially and adversely affected.

In addition, the Group may be subject to certain covenants in connection with any future debt
financing that may, inter alia, limit or otherwise adversely affect its business, financial condition,
results of operations and prospects.

The Group may be exposed to risks relating to foreign currency exchange rate fluctuations
The Group mainly operates in the PRC and Hong Kong and is exposed to foreign exchange risk
primarily with respect to HKD, Renminbi and Australian dollars. Foreign exchange risk arises from
future commercial transactions, recognised assets and liabilities and net investments in foreign

operations.
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At present, the Group’s management does not expect the net foreign currency risk from these
activities to be significant and hence, the Group does not presently hedge foreign exchange risks.
The Group periodically reviews liquid assets and liabilities held in currencies other than HKD to
evaluate its foreign exchange risk exposure and consider the usage of hedging instruments when
necessary.

Nevertheless, the impact of future exchange rate fluctuations in respect of any of the
abovementioned currencies on the Group’s liabilities cannot be accurately predicted and currency
controls may be imposed which may render any of the abovementioned currencies not readily
convertible or exchangeable.

In addition, the Group’s financial statements are presented in and the Group’s reporting currency
is in HKD. Exchange rate gains or losses will arise when the assets and liabilities in any of the
abovementioned currencies are translated or exchanged into HKD for financial reporting or
repatriation purposes. Should any of these currencies depreciate against the HKD, the Group’s
reported financial results may be adversely affected.

The Group may be exposed to other price risks

The Group is exposed to equity price risk through its investments in listed equity securities, which
are concentrated on equity instruments listed in the PRC and on the Australian Securities
Exchange. As at 31 December 2014, the fair value of the Group’s equity investments on the
Australian Securities Exchange was approximately HKD30.4 million, while its equity investments
in the PRC are valued at HKD9.9 million.

The prices of the Group’s equity investments may be volatile and may fluctuate significantly in
response to, inter alia, the following factors:

. variations in the operating results of the companies invested in;

. changes in market valuations of similar companies;

. announcements by the companies invested in on any corporate actions;
. fluctuations in the stock market and the global economy;

. changes in regulatory environment in the relevant jurisdictions in which the companies
invested in operate;

. any involvement by such companies in litigation; and

. changes in securities analysts’ recommendations, perceptions or estimates of the
companies’ financial performance.

The Group may not have adequate insurance coverage

The Group maintains insurance coverage, where appropriate and subject to policy terms, limits
and exceptions, for certain fixed assets and machinery owned by the Group, protection and
indemnity, commercial general liabilities and workers’ compensation to adequate levels to reduce
some financial impact of any adverse incidents. However, the Group does not currently maintain
any insurance policies against loss of key personnel, and, in respect of its fertiliser products,
product liability claims. The Group’s insurance coverage may not be adequate to cover all losses
or liabilities suffered by it. In addition, certain risks, such as those related to biochemical damage,
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are not insurable. There can be no assurance that the Group will not suffer losses in excess of the
insurance coverage or that the losses and damages suffered by the Group will be covered by
insurance.

The Group cannot assure that it will be able to continue to renew its insurance policies on the
same or commercially reasonable terms, at economically acceptable premiums, or at all. For
instance, more stringent environmental regulations have led in the past to increased costs for, and
in the future may result in the lack of availability of, insurance against risks of environmental
damage or pollution. A catastrophic mining disaster could exceed the Group’s insurance
coverage. Any deterioration of the security conditions in the regions where the Group or its
customers operate or past incidence of claims made against its insurance policies are also likely
to attract higher premiums for the coverage of the same risk in the future or, under certain
circumstances, withdrawal by the Group’s insurers from providing the insurance coverage.
Furthermore, its insurance may be voidable by the insurers as a result of certain of the Group’s
actions, such as its production facilities failing to obtain required permits or licenses. In addition,
the Group cannot give any assurance that its insurance policies will cover all losses that it incurs,
or that disputes over insurance claims will not arise with its insurers. Any claims covered by
insurance would be subject to deductibles, and since it is possible that a large number of claims
may be brought, the aggregate amount of these deductibles could be material. In addition, the
Group’s insurance policies are subject to limitations and exclusions, which may increase the
Group’s costs or lower the Group’s revenues.

The Group’s business, financial condition, results of operations and prospects may be materially
adversely affected in the event of an uninsured loss, a loss that exceeds insured limits, a
succession of such losses or substantially higher insurance premiums.

The Group is dependent on its key management team and technical personnel

The Group attributes its success to the leadership and contributions of its executive directors, key
executives and other members of its management staff, in particular Mr. Chi Wen Fu (its chairman
and chief executive officer), Mr. Shum Sai Chit (its executive director and chief operating officer)
and other executive directors and senior executive management team members. Its continued
success is therefore dependent to a large extent on its ability to retain the services of its key
executives and management personnel, who are responsible for formulating and implementing
growth, corporate development and overall business strategies. The loss of their services without
timely and suitable replacement may adversely affect the Group’s business, financial condition,
results of operations and prospects.

There is also a limited supply of adequately skilled technical personnel in the PRC. Demand for
experienced personnel is intense and the search for personnel with the relevant skill sets can be
time consuming. The Group’s continued success depends largely on its ability to attract and retain
skilled technical personnel, particularly in light of its continued expansion plans. If the Group is
unable to attract and retain a sufficient number of suitably skilled and qualified personnel, its
business, financial condition, results of operations and prospects would be materially and
adversely affected.

The Group is exposed to risks arising from credit terms extended to its customers, and is
dependent on the creditworthiness of its clients

The Group is exposed to payment delays and/or defaults by its customers who are granted credit
terms. For FY2014, its trade receivables of approximately HKD314.9 million accounted for
approximately 22.0 per cent. of its current assets. For FY2013, the Group’s trade receivables of
approximately HKD228.6 million accounted for approximately 23.5 per cent. of its current assets.
For FY2012, the Group’s trade receivables of approximately HKD91.5 million accounted for
approximately 12.0 per cent. of its current assets.
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Therefore, the Group’s financial position and profitability are dependent on the creditworthiness
of its customers. Any material non-payment or non-performance by any of the Group’s key clients,
especially during periods of downturn, could materially and adversely affect the Group’s business,
financial condition, results of operations and prospects.

The Group is exposed to credit risks due to the inherent uncertainties in its customers’ business
environment. These include political, social, legal and economic risks, as well as those arising
from unanticipated events or circumstances. There is no guarantee that customers would make
timely payments. If these customers cannot settle amounts due to the Group for work done and/or
services rendered, this may have a material adverse impact on the business, financial condition,
results of operations and prospects of the Group.

Impairment of goodwill and other intangible assets which may negatively impact the
Group'’s financial condition

An impairment of goodwill or other intangible assets could adversely affect the Group’s financial
condition. The Group has a significant amount of goodwill, such as goodwill arising on an
acquisition of a business, and intangible assets, such as intangible assets acquired in a business
combination, technical know-how and research and development expenditure.

The Group tests intangible assets (other than goodwill) with (1) indefinite useful lives or which (2)
are not yet available for use, on an annual basis as well as whenever the asset may be impaired.
These intangible assets are mainly amortised on a straight-line basis over their estimated useful
lives. Specifically in respect of technical know-how, expenditure on acquired technical know-how
is capitalised and amortised using the straight-line method over its estimated useful life of five
years, from the date when the technical know-how is available for use.

For the purposes of impairment testing, goodwill arising from an acquisition is allocated to each
of the relevant cash generating units, which are expected to benefit from the synergies of the
acquisition. A cash generating unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the unit may be impaired.

Additional impairment charges may be incurred in the future that could be significant due to
various reasons, including restructuring actions or adverse market conditions that are either
specific to the Group or the broader industries in which the Group operates or more general in
nature and that could have an adverse effect on the Group’s business, financial condition, results
of operations and prospects.

The Group may be involved in legal and other proceedings from time to time

In general, the Group is exposed to the risk of litigation by various parties such as suppliers,
customers, contractors, sub-contractors, employees, shareholders and other parties involved in
its business, including the risk of being joined as third parties to litigation actions or involvement
in frivolous claims.

These disputes may lead to legal and other proceedings, and may cause the Group to suffer
additional costs and time wastages. In addition, the Group may have disagreements with
regulatory bodies in the course of its operations, which may subject it to administrative
proceedings and unfavourable orders, directives or decrees that may result in financial losses.
There can be no assurance that these disputes will be settled, or settled on terms which are
favourable to the Group. In the event such disputes are not settled on terms which are favourable
to the Group, or at all, the Group’s business, financial condition, results of operations and
prospects may be adversely affected.
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The interests of the Issuer’s substantial shareholder may differ from or conflict with the
Group’s interests

Mr. Chi Wen Fu, the Issuer’s chairman and chief executive officer, is also a substantial
shareholder of the Issuer, owning or controlling approximately 39.02 per cent. of the shares and
0.69 per cent. of the share options issued by the Issuer, in each case, as at the Latest Practicable
Date. As a result, Mr. Chi has substantial control over the Issuer, including the election of the
Issuer’s directors, causing a change of control and the approval of most other actions requiring the
approval of its shareholders. The interests of Mr. Chi may differ from and conflict with the Issuer’s
interests and the interests of the Issuer’s creditors (including purchasers of the Notes), and Mr.
Chi is free to exercise his votes according to his interests.

Risks Relating to the PRC

Economic, political, legal and regulatory conditions in the PRC may materially and
adversely affect the Group’s business, financial condition, results of operations and
prospects

The Group conducts substantially all of its business in the PRC. The Group also derives
substantially all of its revenues from the PRC and most of its non-current assets are located in the
PRC. Consequently, the Group’s business, financial condition, results of operations and prospects
are subject to economic, legal and regulatory conditions in the PRC.

The PRC legal system is based on the PRC constitution and is made up of written laws,
regulations, circulars, administrative directives and guidelines. The PRC government is still
developing its legal system to, among other things, meet the needs of investors. At the same time,
the PRC economy is undergoing development at a faster pace than its legal system, and thus
there is some degree of uncertainty which exists when considering how existing laws and
regulations apply to certain events or circumstances.

Some state and local laws and regulations, and the interpretation, implementation and
enforcement thereof, remain subject to policy changes. The Group cannot assure that the
introduction of new laws, changes to existing laws and regulations and the interpretation or
application thereof or delays in obtaining approvals from the relevant authorities will not have an
adverse impact on its business or prospects.

Further, there are limited precedents regarding the interpretation, implementation and
enforcement of various laws and regulations in the PRC. As the PRC is a civil law jurisdiction,
there is no strict concept of the binding nature of precedent cases on lower or future courts. Thus,
the outcome of dispute resolution processes may not be as consistent or predictable. At the same
time, it may be difficult to obtain swift or equitable enforcement of laws in the PRC, or obtain
enforcement of legal judgments by a court of another jurisdiction.

The Group’s business and operations in the PRC also entail the Group’s having to procure
licenses and permits from the relevant authorities. Thus, changes in such rules and regulations or
the implementation thereof may require the Group to obtain additional or renewed approvals,
licenses and permits in order for it to conduct such business and operations. The Group may have
to incur further expenses in order to obtain such additional or renewed approvals, licenses and
permits. This could have an impact on the Group’s financial performance as its business costs will
increase. Further, the Group cannot assure that such approvals, licenses and permits will be
granted to it promptly or at all. If the relevant authority delays in or refuses to grant the Group with
such approvals, licenses and permits, the Group’s business and operations in the PRC, and hence
its overall financial performance, will be adversely affected.
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Lastly, the Group is also subject to economic and political conditions in the PRC that differ in
certain significant respects from those prevailing in other countries; in fact, the Group is
particularly susceptible to changes in the PRC’s political, economic and social conditions as its
revenue is currently wholly derived from its operations in the PRC. The PRC economy alone
differs from economies of many developed countries in a number of respects, including but not
limited to:

. extent of government involvement;
. level of development;

. significant but uneven growth rate geographically and among various sectors of the
economy;

. control of foreign exchange; and
. resource allocation.

For instance, since 1978, the PRC government has undertaken various reforms to the local
economic framework. These reforms can be unprecedented or experimental and will be refined
and modified from time to time. There is no assurance that the PRC government will not in the
future impose, for instance, restrictive foreign exchange controls that may affect the outward
remittance of funds, including interest or other payments payable on the Notes. The PRC
government could also introduce measures to control inflation and promulgate changes in interest
rates and bases for taxation. The Group’s business, cash flows, financial condition, results of
operations and prospects may be adversely affected by changes in government policies.

Other political, economic and social factors may also lead to further reactionary reforms
introduced by the PRC government. Such adjustments may again have a material impact on the
Group’s business, financial condition, results of operations and prospects .

Higher labour costs and inflation in the PRC may adversely affect the Group’s businesses
and its profitability

Labour costs in the PRC have risen in recent years as a result of new labour laws being enacted
and social development. In June 2007, the PRC National People’s Congress enacted the Labour
Contract Law, which came into effect on 1 January 2008. The Labour Contract Law formalises
workers’ rights concerning overtime hours, pensions, layoffs and employment contracts and also
provides for specific standards and procedures for the termination of an employment contract.

The Group’s total staff costs were HKD57.9 million in FY2012, HKD71.8 million in FY2013 and
HKD94.8 million (approximately S$16.2 million) in FY2014 which, as a percentage of the Group’s
total revenue in each of such years, were 4.7 per cent., 4.4 per cent.,, and 4.6 per cent.,
respectively. Any material increase in staff costs in the future could materially and adversely affect
the Group’s business, financial condition, results of operations and prospects.

Further, the PRC has faced increasing inflation. This may adversely affect the Group’s business,

financial condition, results of operations and prospects given that it purchases raw materials from
suppliers in the PRC.
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The Group and payments under the Notes may be subject to the imposition of PRC
Enterprise Income Tax

Under the PRC Enterprise Income Tax Law (the “EIT Law”) and its attendant implementing rules,
enterprises established under the laws of foreign countries but whose “de facto management
bodies” are located within PRC territory are considered resident enterprises and will be subject to
the enterprise income tax at the rate of 25.0 per cent. on its global income.

If the Issuer were to be considered a PRC resident enterprise, the Issuer would be subject to PRC
enterprise income tax at the rate of 25.0 per cent. of its global income, which would adversely
affect the Issuer’s profitability and cash flow.

Further, under the EIT Law and implementing rules, PRC-sourced income of non-PRC resident
enterprises is generally subject to a 10.0 per cent. withholding tax. If the Issuer were to be
considered a PRC resident enterprise under the EIT Law and implementing rules, the Issuer will
be required to withhold income tax at the rate of 10.0 per cent. from the payment of interest in
respect of the Notes for any non-PRC enterprise Noteholder. Similarly, if the Issuer were to be
considered as a PRC resident enterprise under the EIT Law and the implementing rules, any gain
realised by non-PRC enterprise Noteholders from the transfer of the Notes may be regarded as
being derived from sources within the PRC and may be subject to up to 10.0 per cent. PRC
withholding tax.

Finally, as the Group conducts substantially all of its operations in the PRC, its PRC-sourced
income may be subject to PRC withholding tax. For instance, dividends paid by PRC resident
enterprises to non-PRC resident enterprise shareholders may be subject to a 10.0 per cent.
withholding tax. If the Issuer is considered a non-PRC resident enterprise, dividends it receives
from its PRC subsidiaries in the PRC will be subject to a 10.0 per cent. withholding tax, which
would reduce the amount of cash available to the Issuer to meet its payment obligations, including
principal and interest payments under the Notes.

The Issuer’s capital contributions or loans to its PRC subsidiaries are subject to PRC
regulations

As the Issuer is an offshore entity, when it extends capital contributions or loans to its PRC
subsidiaries, these are subject to PRC regulations. For instance, the Issuer’s capital contributions
have to be approved by the PRC Ministry of Commerce or its local counterpart. The Group cannot
assure that the Issuer will be able to obtain necessary approvals promptly or at all. If these
approvals cannot be obtained, the Issuer’s ability to make equity contributions or provide loans to
its PRC subsidiaries or to fund their operations may be negatively impacted, which in turn will
adversely affect these subsidiaries’ liquidity and ability to fund their working capital and any
expansion activities and meet their obligations and commitments.

Non-enforceability of non-PRC judgments may limit the ability of investors to recover
damages from the Group

The Issuer is a public company with limited liability incorporated under the laws of the Cayman
Islands, but its operations and significant assets are all located within the PRC. The Issuer’s
directors and members of senior management are not residents of Singapore, but are citizens or
residents of the PRC. Their assets are also located throughout the world including the PRC.

As a result, unless legal proceedings are commenced in the PRC and service is effected through

diplomatic channels, it may not be possible for investors to effect service of process outside of the
PRC.
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Thus, to the extent the investors are entitled to bring legal action against the Issuer and/or the
Group, they may be limited in their remedies and any recovery in any PRC legal proceedings may
be limited depending on the relevant court’s discretion. To the extent any investors are entitled to
any recovery with respect to the Notes in any PRC legal proceedings, recovery might be limited
to payments in Renminbi.

Risks Relating to the Notes
An investment in the Notes may not be a suitable investment for all investors

Each potential investor must determine the suitability of an investment in the Notes in light of its
own circumstances. In particular, each potential investor should:

. have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the
merits and risks of investing in the Notes and the information contained or incorporated by
reference in this Information Memorandum or any applicable supplement to this Information
Memorandum;

o have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of
its particular financial situation, an investment in the Notes and the impact such investment
will have on its overall investment portfolio;

. have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Notes, including Notes with principal or interest payable in one or more currencies, or where
the currency for principal or interest payments is different from the currency in which its
financial activities are principally denominated;

. understand thoroughly the terms of the Notes and be familiar with the behaviour of any
relevant indices and financial markets; and

. be able to evaluate (either alone or with the help of a financial adviser) possible scenarios
for economic, interest rate and other factors that may affect its investment and its ability to
bear the applicable risks.

Notes to be issued under the Programme may be complex financial instruments. Sophisticated
institutional investors generally do not purchase complex financial instruments as stand-alone
investments. They purchase complex financial instruments as a way to reduce risk or enhance
yield with an understood, measured, appropriate addition of risk to their overall portfolios. Each
potential investor should not invest in the Notes which are complex financial instruments unless
it has the expertise (either alone or with a financial adviser) to evaluate how the Notes will perform
under changing conditions, the resulting effects on the value of the Notes and the impact such
investment will have on its overall investment portfolio.

The structure of a particular issuance of Notes may have features which contain particular
risks for investors

A wide range of Notes may be issued under the Programme. A number of these Notes may have

features which contain particular risks for potential investors. Set out below is a description of
certain such features.
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Modlification, waivers and substitution

The Conditions of the Notes contain provisions for calling meetings of Noteholders to consider
matters affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting and
Noteholders who voted in a manner contrary to the majority.

The Conditions of the Notes also provide, inter alia, that the Trustee may, without the consent or
sanction of Noteholders, agree to (i) any modification of, or to the waiver or authorisation of any
breach or proposed breach of, any of the provisions of the Notes if the Trustee is of the opinion
that such modification, waiver or authorisation will not be materially prejudicial to the interests of
Noteholders or (ii) determine without the consent of the Noteholders that any Event of Default or
Potential Event of Default (each as defined in the Trust Deed) shall not be treated as such.

Notes subject to optional redemption or repurchase

An optional redemption or optional repurchase feature is likely to limit the market value of the
Notes. During any period when the Issuer may elect to redeem or repurchase Notes, the market
value of those Notes generally will not rise substantially above the price at which they can be
redeemed or repurchased. This also may be true prior to any redemption or repurchase period.
The Issuer may be expected to redeem or repurchase Notes when its cost of borrowing is lower
than the interest rate on the Notes. At those times, Noteholders generally would not be able to
reinvest the redemption or repurchase proceeds at an effective interest rate as high as the interest
rate on the Notes being redeemed or repurchased and may only be able to do so at a significantly
lower rate. Noteholders should consider reinvestment risk in light of other investments available
at that time.

Floating Rate Notes with a multiplier or other leverage factor

Notes with floating interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or
other similar related features, their market values may be even more volatile than those for
securities that do not include those features.

Fixed/Floating Rate Notes

Fixed/Floating Rate Notes may bear interest at a rate that the Issuer may elect to convert from a
fixed rate to a floating rate, or from a floating rate to a fixed rate. The ability to convert the interest
rate will affect the secondary market and the market value of such Notes since the Issuer may be
expected to convert the rate when it is likely to produce a lower overall cost of borrowing. If the
Issuer converts from a fixed rate to a floating rate, the spread on the Fixed/Floating Rate Notes
may be less favourable than then prevailing spreads on comparable Floating Rate Notes tied to
the same reference rate. In addition, the new floating rate at any time may be lower than the rates
on other Notes. If the Issuer converts from a floating rate to a fixed rate, the fixed rate may be
lower than then prevailing rates on the Notes.

Notes issued at a substantial discount or premium

The market values of securities issued at a substantial discount or premium to their nominal
amount tend to fluctuate more in relation to general changes in interest rates than do prices for
conventional interest-bearing securities. Generally, the longer the remaining term of the
securities, the greater the price volatility as compared to conventional interest-bearing securities
with comparable maturities.
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Notes where denominations involve integral multiples

In the case of Notes which have denominations consisting of a minimum Specified Denomination
plus one or more higher integral multiples of another smaller amount, it is possible that Notes may
be traded in amounts that are not integral multiples of such minimum Specified Denomination. In
such a case, a Noteholder who, as a result of trading such amounts, holds a nominal amount of
less than the minimum Specified Denomination will not receive a Definitive Note in respect of such
holding (should Definitive Notes be printed) and would need to purchase a nominal amount of
Notes such that it holds an amount equal to one or more Specified Denominations. If Definitive
Notes are issued, Noteholders should be aware that Definitive Notes which have a denomination
that is not an integral multiple of the minimum Specified Denomination may be illiquid and difficult
to trade.

Investors may receive less interest or principal than expected as a result of exchange rate
risks and exchange controls

The Issuer will pay principal and interest on the Notes in the currency specified in the relevant
Pricing Supplement. This presents certain risks relating to currency conversions if an investor’s
financial activities are denominated principally in a currency or currency unit (the “Investor’s
Currency”) other than such specified currency. These include the risk that exchange rates may
significantly change (including changes due to devaluation of such specified currency or
revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction over the
Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the
Investor’s Currency relative to the currency in which the Notes are denominated would decrease
(i) the Investor’s Currency equivalent yield on the Notes, (ii) the Investor’s Currency equivalent
value of the principal payable on the Notes and (iii) the Investor’s Currency equivalent market
value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate. As a result, investors may
receive less interest or principal than expected, or no interest or principal. This risk is in addition
to any performance risk that relates to the Issuer or the type of Note being issued.

Enforcing rights under the Notes across multiple jurisdictions may prove difficult

The Issuer is incorporated under the laws of the Cayman Islands, while its shares are listed on the
HKSE. The Guarantors are incorporated in different jurisdictions, including the British Virgin
Islands and Hong Kong. The Notes and the Trust Deed are governed by the laws of Singapore and
the Notes may be listed on the SGX-ST.

In the event of a bankruptcy, insolvency or similar event, proceedings could be initiated in
jurisdictions outside Singapore (including in the Cayman Islands, the British Virgin Islands and
Hong Kong) in addition to proceedings in Singapore. Any such multi-jurisdictional proceedings
would be complex and costly for creditors and may result in greater uncertainty and delay
regarding the enforcement of investors’ rights. Investors’ rights under the Notes will be subject to
the insolvency and administrative laws of multiple jurisdictions, and there is no assurance that
investors will be able to effectively enforce their rights in any such complex multiple bankruptcy,
insolvency or other proceedings.

In addition, the bankruptcy, insolvency, administrative and other laws of such jurisdictions may be
materially different from, or be in conflict with, each other and those with which investors may be
familiar, including in the areas of rights of creditors, priority of governmental and other creditors,
ability to obtain post-petition interest and duration of proceedings. The application of these laws,
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or any conflict among them, could call into question whether any particular jurisdiction’s laws
should apply, adversely affect investors’ ability to enforce their rights under the Notes in the
relevant jurisdictions or limit any amounts that they may receive.

The Issuer is a holding company whose obligations under the Notes will be structurally
subordinated to all existing and future obligations of its subsidiaries; moreover, the Issuer
will be dependent upon payments from its Subsidiaries to provide it with funds to meet its
obligations under the Notes

The Issuer is a holding company and has no material business operations of its own. The Issuer
substantially depends upon dividends and other distributions and payments from its subsidiaries
for its cash flow. In addition, substantially all of the Issuer’s assets are held by these entities. The
Issuer’s ability to meet its obligations under the Notes is largely dependent upon the flow of funds
from and among its subsidiaries. The ability of these companies to pay dividends or other
distributions will depend on their respective distributable earnings, cash flow conditions,
restrictions that may be contained in their respective debt instruments, applicable law and other
arrangements. There is no assurance that such companies will be able to make dividend
payments and other distributions and payments in an amount sufficient to meet the Issuer’s cash
requirements or to enable it to meet its payment obligations under the Notes.

As a result, the Issuer’s obligations under the Notes will be effectively subordinated to all existing
and future obligations of its direct and indirect subsidiaries. All claims of creditors of these
subsidiaries, including trade creditors, lenders and all other creditors, will have priority as to the
assets of the subsidiaries over claims of the Issuer and the Issuer’s creditors, including holders
of Notes. As of 31 December 2014, the Group had total borrowings of HKD890.3 million
(approximately S$152.6 million), all of which were bank loans and convertible bonds. Subject to
compliance with the financial covenants therein, the Trust Deed does not contain any restrictions
on the ability of the Issuer or its respective subsidiaries to incur additional indebtedness. In
addition, issues of equity interests by the Issuer’s subsidiaries could dilute the shareholding
interest of the Issuer in such subsidiaries.

The Group may not be able to generate sufficient cash flows to meet its debt service
obligations or the Guarantees

The Group’s ability to make scheduled payments on, or to refinance its obligations with respect
to, any indebtedness, including intercompany loans among group companies, the Notes and the
Guarantees, will depend on the Group’s financial and operating performance, which in turn will be
affected by general economic conditions and financial, competitive, regulatory and other factors
beyond its control. The Group’s businesses may not generate sufficient cash flow from operations
and future sources of capital may not be available to it in an amount sufficient to enable it to
service its indebtedness, including the Notes and the Guarantees, or to fund its other liquidity
needs. If the entities in the Group are unable to generate sufficient cash flow to satisfy its
respective debt obligations, they may have to undertake alternative financing plans, such as
refinancing or restructuring its respective debt, selling assets, reducing or delaying capital
investments or seeking to raise additional capital. In addition, the Group may not be able to effect
any of these actions, if necessary, on commercially reasonable terms or at all. The Group’s ability
to sell assets or restructure or refinance any indebtedness will depend on the condition of the
financing and capital markets and the Group’s financial condition at such time. Any refinancing of
any indebtedness could be at higher interest rates and may require the Group to comply with more
onerous covenants, which could further restrict its business operations. The terms of the Group’s
existing or future debt instruments, including the Trust Deed, may limit or prevent it from taking
any of these actions. The Group’s inability to generate sufficient cash flows to satisfy any debt
obligations, or to refinance any indebtedness on commercially reasonable terms, would materially
and adversely affect its financial condition and results of operations and its ability to satisfy the
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Issuer’s obligations under the Notes or each Guarantor’s obligations under the relevant
Guarantee. Investors should also be aware that the entities in the Group forming the Guarantors
may change in accordance with the Trust Deed.

The Issuer may not have the ability to raise the funds necessary to finance an offer to
repurchase the Notes or to redeem the Notes upon the occurrence of certain events
constituting a change of control triggering event, a cessation or suspension of trading of
shares or otherwise, as required by the Trust Deed governing the Notes

Upon the occurrence of certain events constituting a change of control triggering event or a
cessation or suspension of trading of the Issuer’s shares on the HKSE, the Issuer is required to
offer to repurchase all outstanding Notes at a purchase price in cash equal to 101% of the
Redemption Amount plus accrued and unpaid interest to the date of purchase or to redeem all
outstanding Notes at the Early Redemption Amount. If any such event triggering the Issuer’s
repurchase or redemption obligations were to occur, there is no assurance that the Issuer would
have sufficient funds available at such time to pay the purchase price of the outstanding Notes.

In addition, the change of control provision contained in the Trust Deed may not necessarily afford
investors protection in the event of certain important corporate events, including a reorganisation,
restructuring, merger, recapitalisation or other similar transaction involving the Issuer that may
adversely affect investors, because such corporate events may not involve a change in ownership
or control in accordance with the terms of the Trust Deed, and even if they do, may not constitute
a “Change of Control” as defined in the Trust Deed. Except as described under Condition 6
(Redemption and Purchase) in “Terms and Conditions of the Notes”, the Trust Deed does not
contain provisions that require the Issuer to offer to repurchase or redeem the Notes in the event
of a reorganisation, restructuring, merger, take over, recapitalisation or similar transaction.

The Notes are not secured

The Notes and Coupons of all Series shall constitute the lIssuer’s direct, unconditional,
unsubordinated and unsecured obligation and shall at all times rank pari passu and rateably,
without any preference or priority among themselves, and pari passu with all its other present and
future unsecured obligations (other than subordinated obligations and priorities created by law)
from time to time outstanding.

In addition, the payment obligations of each Guarantor under the relevant Guarantee and the Trust
Deed constitute direct, unconditional, unsubordinated and unsecured obligations of such
Guarantor and shall at all times rank at least pari passu with all other present and future
unsecured obligations (other than subordinated obligations and priorities created by law) of such
Guarantor.

Accordingly, on the winding-up or insolvency of the Issuer or, as the case may be, any Guarantor
at any time prior to maturity of any Notes, the Noteholders will not have recourse to any of the
specific assets of the Issuer or, as the case may be, the specific assets of that Guarantor or any
respective subsidiaries and/or associated companies (if any) as security for outstanding payment
or other obligations under the Notes and/or Coupons owed to the Noteholders, and there is no
assurance that there would be sufficient value in the Issuer’s assets or any Guarantor’s assets,
as the case may be, after meeting all claims ranking ahead of the Notes, to discharge all
outstanding payment and other obligations under the Notes and/or Coupons or Guarantee, as the
case may be, owed to the Noteholders.
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The Trustee may request Noteholders to provide an indemnity and/or security and/or
pre-funding to its satisfaction

In certain circumstances, the Trustee may (at its sole discretion) request Noteholders to provide
an indemnity and/or security and/or pre-funding to its satisfaction before it takes action on behalf
of Noteholders. The Trustee is not obliged to take any such action if not indemnified and/or
secured and/or pre-funded to its satisfaction. Negotiating and agreeing to an indemnity and/or
security and/or pre-funding can be a lengthy process and may impact on when such actions can
be taken. In addition, the Trustee may not be able to take action, notwithstanding the provision of
an indemnity or security or pre-funding to it, in breach of the terms of the Trust Deed and in
circumstances where there is uncertainty or dispute as to the applicable laws or regulations and,
to the extent permitted by the agreements and the applicable law, it will be for the Noteholders to
take such action directly.

There has been no prior market for the Notes; the absence of a prior market in the Notes
may contribute to a lack of liquidity and the market price of the Notes following their
offering may be volatile

Notes may have no established trading market when issued, and one may never develop. There
can be no assurance as to the liquidity of any market that may develop for the Notes, an investor’s
ability to sell its Notes or the prices at which it would be able to sell its Notes. The Notes could
trade at prices that may be lower than their initial offering price depending on many factors,
including prevailing interest rates, the financial condition and operating results of the Group and
the market for similar securities. This is particularly the case for Notes that are especially sensitive
to interest rate, currency, credit or market risks, and/or are designed for specific investment
objectives or strategies or have been structured to meet the investment requirements of limited
categories of investors. Neither the Issuer, any Guarantor, the Arranger nor any Dealer has any
obligation to make a market in the Notes. In addition, the market for debt securities has been
subject to disruptions that have caused substantial volatility in the prices of securities similar to
the Notes. There can be no assurance that the markets for the Notes, if any, will not be subject
to similar disruptions. Any disruptions in these markets may have a material adverse effect on
investors’ investment in the Notes.

Developments in other markets may adversely affect the market price of the Notes

The market price of the Notes may be adversely affected by declines in the international financial
markets and world economic conditions. Although economic conditions are different in each
country, investors’ reactions to developments in one country can affect the securities markets and
the securities of issuers in other countries, including Singapore. Since the global financial crisis
of 2008 and 2009, the international financial markets have experienced significant volatility. If
similar developments occur in the international financial markets in the future, the market price of
the Notes could be adversely affected.

The transfer of Notes is restricted, which may adversely affect their liquidity and the price
at which they may be sold

The Notes and the Guarantees have not been registered, and the Issuer is not obligated to
register the Notes and each Guarantor is not obligated to register its Guarantee under, the
Securities Act, or the securities laws of any other jurisdiction. In addition, this Information
Memorandum has not been registered as a prospectus under the SFA. Accordingly, the Notes may
not be offered or sold except pursuant to an exemption from or a transaction not subject to, the
registration requirements of the Securities Act, the SFA and any other applicable laws. See
“Subscription and Sale” for further details of certain selling restrictions applicable. The Issuer has
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not agreed to, or otherwise undertaken, to register this Information Memorandum or the Notes
(including by way of an exchange offer) with the MAS or the U.S. Securities and Exchange
Commission, and the Issuer has no intention to do so.

Favourable Singaporean taxation laws may be amended or revoked prior to the maturity of
the Notes

The Notes to be issued from time to time under the Programme, during the period from the date
of this Information Memorandum to 31 December 2018 are, pursuant to the Income Tax Act,
Chapter 134 of Singapore (the “ITA”) and the MAS Circular FSD Cir 02/2013 entitled “Extension
and Refinement of Tax Concessions for Promoting the Debt Market” issued by the MAS on 28
June 2013, intended to be “qualifying debt securities” for the purposes of the ITA, subject to the
fulfilment of certain conditions more particularly described in the section “Taxation”. However,
there is no assurance that such tax laws and regulations will not be amended or revoked in the
future or that such Notes will continue to enjoy the tax concessions in connection therewith.

Legal investment considerations may restrict certain investments

Investment activities may be subject to legal investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to
determine whether and to what extent (1) Notes are legal investments for it, (2) Notes can be used
as collateral for various types of borrowing and (3) other restrictions apply to its purchase of any
Notes. If such an investor is a financial institution, it should also consult its legal advisers or the
appropriate regulators to determine the appropriate treatment of Notes under any applicable
risk-based capital or similar rules.

The Notes may be represented by Global Notes or Global Certificates and holders of an
interest in a Global Note or Global Certificate must rely on the procedures of the relevant
Clearing System(s)

Notes issued under the Programme may be represented by one or more Global Notes or Global
Certificates. Such Global Notes and Global Certificates will be deposited with a common
depositary for CDP, CMU, Euroclear and Clearstream, Luxembourg, or any other clearing system
(each of these, a “Clearing System”).

Risks Relating to Renminbi Notes

The Renminbi is not freely convertible and there are significant restrictions on remittance
of Renminbi into and outside the PRC

Renminbi is not freely convertible at present. The government of the PRC continues to regulate
conversion between Renminbi and foreign currencies, despite significant reduction in control by
itin recent years over trade transactions involving import and export of goods and services as well
as other frequent routine foreign exchange transactions.

However, remittance of Renminbi by foreign investors into the PRC for the purposes of capital
account items, such as capital contributions, is generally only permitted upon obtaining specific
approvals from, or completing specific regulations or filing with, the relevant authorities and is
subject to a strict monitoring system. Regulations in the PRC on the remittance of Renminbi into
the PRC for settlement of capital account items are developing gradually.

In respect of Renminbi foreign direct investment (“FDI”), the People’s Bank of China (“PBOC”)
promulgated the Administrative Measures on Renminbi Settlement of Foreign Direct Investment
(PP B AR 455 558 1 J0%) (the “PBOC FDI Measures”) on 13 October 2011 as part of
PBOC’s detailed Renminbi FDI accounts administration system. The system covers almost all

36



aspects in relation to FDI, including capital injections, payments for the acquisition of PRC
domestic enterprises, repatriation of dividends and other distributions, as well as Renminbi
denominated cross-border loans. On 14 June 2012, PBOC issued a circular setting out the
operational guidelines for FDI. Under the PBOC FDI Measures, special approval for FDI and
shareholder loans from PBOC, which was previously required, is no longer necessary. In some
cases however, post-event filing with PBOC is still necessary.

On 3 December 2013, the Ministry of Commerce (“MOFCOM”) promulgated the “Circular on
Issues in relation to Cross-border Renminbi Foreign Direct Investment” (55X TR ART H
R A R E R A 4) (the “MOFCOM Circular?), which became effective on 1 January 2014, to
further facilitate FDI by simplifying and streamlining the applicable regulatory framework.
Pursuant to the MOFCOM Circular, the appropriate office of MOFCOM and/or its local
counterparts will grant written approval for each FDI and specify “Renminbi Foreign Direct
Investment” and the amount of capital contribution in the approval. Unlike previous MOFCOM
regulations on FDI, the MOFCOM Circular removes the approval requirement for foreign investors
who intend to change the currency of its existing capital contribution from a foreign currency to
Renminbi. In addition, the MOFCOM Circular also clearly prohibits the FDI funds from being used
for any investment in securities and financial derivatives (except for investment in the PRC listed
companies as strategic investors) or for entrustment loans in the PRC.

As the PBOC FDI Measures and the MOFCOM Circular are relatively new circulars, they will be
subject to interpretation and application by the relevant authorities in the PRC.

There is no assurance that the PRC government will continue to gradually liberalise control over
cross-border remittance of Renminbi in the future, that the pilot schemes for Renminbi
cross-border utilisation will not be discontinued or that new regulations in the PRC will not be
promulgated in the future which have the effect of restricting or eliminating the remittance of
Renminbi into or outside the PRC. In the event that funds cannot be repatriated outside the PRC
in Renminbi, this may affect the overall availability of Renminbi outside the PRC and the ability of
the Issuer to source Renminbi to finance its obligations under Bonds denominated in Renminbi.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity
of the Notes and the Group’s ability to source Renminbi outside the PRC to service the
Notes or make payments under the Guarantees

As a result of the restrictions by the PRC government on cross-border Renminbi fund flows, the
availability of Renminbi outside of the PRC is limited. Although it is expected that the offshore
Renminbi market will continue to grow in depth and size, its growth is subject to many constraints
as a result of PRC laws and regulations on foreign exchange.

There is no assurance that new PRC rules and regulations will not be promulgated or amended
in the future which will have the effect of restricting availability of Renminbi offshore. The limited
availability of Renminbi outside the PRC may affect the liquidity of the Notes. To the extent the
Group is required to source Renminbi in the offshore market to service the Notes or to make
payments under the Guarantee, there is no assurance that it will be able to source such Renminbi
on satisfactory terms, if at all.

Investment in the Notes is subject to exchange rate risks
The value of the Renminbi against the Singapore dollar, U.S. dollar, HKD or any other foreign

currency fluctuates and is affected by changes in the PRC and international political and economic
conditions, and by many other factors.
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In addition, although the Issuer’s primary obligation is to make all payments of principal, premium
and interest with respect to the Notes in Renminbi, if access to Renminbi deliverable in Hong Kong
becomes restricted to the extent that, by reason of any terms relating to inconvertibility,
non-transferability or illiquidity, it is unable, or it is impracticable for the Issuer, to pay principal,
premium or interest in Renminbi in Hong Kong, the terms of the Notes allow the Issuer to make
payment in U.S. dollars in New York at the prevailing spot rate of exchange, all as provided for in
the Conditions. As a result, the value of these Renminbi payments may vary with the prevailing
exchange rates in the marketplace.

If the value of the Renminbi depreciates against the Singapore dollar, U.S. dollar, HKD or any
other foreign currency, the value of investors’ investment in Singapore dollar, U.S. dollar, HKD or
any other applicable foreign currency terms will decrease.

Payments in respect of the Notes will only be made to investors in the manner specified in
the Notes

All payments in Renminbi to investors in respect of the Notes will be made solely (a) when the
Notes are represented by a Global Note or Global Certificate, by transfer to a Renminbi bank
account maintained in Hong Kong in accordance with prevailing CMU rules and procedures or (b)
when the Notes are in definitive form, by transfer to a Renminbi bank account maintained in Hong
Kong in accordance with prevailing rules and regulations. If a Noteholder fails to maintain a valid
Renminbi account with a bank in Hong Kong and, accordingly, payments are unsuccessful, it is
possible that such amounts may be settled in U.S. dollars. The Issuer cannot be required to make
payment by any other means (including in any other currency or in bank notes, by check or draft
or by transfer to a bank account in the PRC).

The Issuer will be discharged upon making payment to the CMU Lodging and Paying Agent,
and a Noteholder may not bring any claim against it in respect of amounts so paid

So long as the Notes are represented by a Global Note or Global Certificate held on behalf of
CMU, each person for whose account interest in the Global Note or Global Certificate is credited
as being held in CMU, as notified by CMU to the CMU Lodging and Paying Agent in a relevant
CMU Instrument Position Report or in any other relevant notification by CMU (which notification,
in either case, shall be conclusive evidence of the records of the CMU as to the identity of any
account holder and the principal amount of any Note credited to its account, save in the case of
manifest error), will be the only person entitled to receive payments on the Notes represented by
such Global Note or Global Certificate. Such persons must look solely to the CMU Lodging and
Paying Agent for his share of each payment made by the Issuer in respect of such Global Note
or Global Certificate, and in relation to all other rights arising under the Global Note or Global
Certificate, subject to and in accordance with the respective rules and procedures of CMU. The
Issuer will be discharged by payment to the CMU Lodging and Paying Agent, and such persons
will not have any claim directly against the Issuer in respect of payments due on the Notes for so
long as the Notes are represented by such Global Note or Global Certificate in respect of each
amount so paid. Noteholders are therefore exposed to the creditworthiness of the CMU Lodging
and Paying Agent and may suffer a loss in their investment if the CMU Lodging and Paying Agent
delays or fails to make the relevant payment to them upon receiving the relevant payment from the
Issuer.
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USE OF PROCEEDS

The Issuer intends to use the net proceeds for the issue of each Tranche of Notes (after deducting
issue expenses) for general corporate purposes, including refinancing existing borrowings,
financing investments and/or acquisitions, general working capital and capital expenditure
requirements of the Issuer and its subsidiaries, in each case, with respect to businesses relating
to (1) magnesium and its ancillary business (including power generation and semi-coke), (2)
fertiliser, (3) mining of dolomite and serpentine, and (4) investment holding in connection with (1),
(2) and (3), or such other purposes as may be specified in the relevant Pricing Supplement.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions of the Notes to be issued by the Issuer, which,
as supplemented by the applicable Pricing Supplement or otherwise amended and completed,
and except for the text in italics, will be endorsed on, as the case may be, each Definitive Bearer
Note or Definitive Note Certificate (if issued). If the Pricing Supplement for any Notes specify
terms and conditions other than those set out below, the terms and conditions so specified shall,
fo the extent so specified or to the extent inconsistent with the following terms and conditions,
replace or modify the following terms and conditions for the purposes of such Notes. References
in the Conditions to “Notes” are to the Notes of one Series only, not to all Notes that may be issued
under the Programme.

This note is one of a series of notes (the “Notes”, which expression includes any further notes
issued pursuant to Condition 14 (Further Issues) and forming a single series therewith) of Century
Sunshine Group Holdings Limited (the “Issuer”). References herein to the “Notes” shall be
references to the Notes of this Series (as defined below) only. The Notes are (a) constituted by
and subject to, and have the benefit of, a trust deed dated 19 May 2015 (as amended or
supplemented from time to time, the “Trust Deed”) between the Issuer, the guarantors named
therein (the “Guarantors”) and The Bank of New York Mellon, Singapore Branch as trustee (the
“Trustee”, which expression includes all persons for the time being appointed as trustee for the
holders of the Notes under the Trust Deed) and (b) are the subject of an agency agreement dated
19 May 2015 (as amended or supplemented from time to time, the “Agency Agreement”) between
the Issuer, the Guarantors, the Trustee, The Bank of New York Mellon, Singapore Branch as
principal paying agent, transfer agent and registrar in relation to each Series of Notes that are
CDP Cleared Notes (as defined below) (the “Principal Paying Agent”, the “CDP Transfer Agent”
and the “CDP Registrar”, respectively), The Bank of New York Mellon, Hong Kong Branch as
lodging and paying agent, transfer agent and registrar in relation to each Series of Notes that that
are CMU Cleared Notes (as defined below) (the “CMU Lodging and Paying Agent”, the “CMU
Transfer Agent” and the “CMU Registrar”, respectively), The Bank of New York Mellon, London
Branch as paying agent in relation to each Series of Notes that are Non-CDP/CMU Cleared Notes
(as defined below) and as calculation agent (the “Non-CDP/CMU Paying Agent’ and
“Calculation Agent”, respectively), and The Bank of New York Mellon (Luxembourg) S.A. as
transfer agent and registrar in relation to each Series of Notes that are Non-CDP/CMU Cleared
Notes (the “Non-CDP/CMU Transfer Agent” and the “Non-CDP/CMU Registrar’ respectively).

As used herein, “CDP Cleared Notes” means Notes that have been or are to be deposited and
cleared with The Central Depository (Pte) Limited (“CDP”), “CMU Cleared Notes” means Notes
which are cleared or, as applicable, to be cleared through the Central Moneymarkets Unit Service
(the “CMU”), and “Non-CDP/CMU Cleared Notes” means Notes that are cleared or, as applicable,
to be cleared and settled through Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking,
société anonyme (“Clearstream, Luxembourg”), or any other clearing system as may be agreed
with the Issuer from time to time other than CDP and CMU. Reference in these Conditions to the
Principal Paying Agent, the Transfer Agent and the Registrar shall, with respect to CDP Cleared
Notes, be deemed to be a reference to the Principal Paying Agent, the CDP Transfer Agent and
the CDP Registrar, respectively, with respect to the CMU Cleared Notes, be deemed to be a
reference to the CMU Lodging and Paying Agent, the CMU Transfer Agent and the CMU Registrar,
respectively, and, with respect to the Non-CDP/CMU Cleared Notes, be deemed to be a reference
to the Non-CDP/CMU Paying Agent, the Non-CDP/CMU Transfer Agent and the Non-CDP/CMU
Registrar, respectively, and (unless the context otherwise requires) all such references shall be
construed accordingly.

Certain provisions of these terms and conditions (the “Conditions”) are summaries of the Trust
Deed, the Agency Agreement and applicable Pricing Supplement and are subject to their detailed
provisions. The Noteholders are bound by, and are deemed to have notice of all the provisions of
the Trust Deed, the Agency Agreement and Pricing Supplement applicable to them. Copies of the
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Trust Deed, Agency Agreement and applicable Pricing Supplement are available for inspection
during normal business hours at the Specified Offices (as defined in the Agency Agreement) of the
Principal Paying Agent and any other Paying Agent. Copies are also available for inspection
during normal business hours at the registered office for the time being of the Trustee.

The Pricing Supplement for this Note is attached hereto or endorsed hereon and supplements
these Conditions and may specify other terms and conditions which shall, to the extent so
specified or to the extent inconsistent with these Conditions, replace or modify these Conditions
for the purposes of this Note. References herein to the “applicable Pricing Supplement” are to
the Pricing Supplement attached hereto or endorsed hereon.

As used herein, “Series” means a Tranche of Notes, together with any further Tranche or
Tranches of Notes, which are (i) expressed to be consolidated and form a single series and (ii)
identical in all respects (including as to listing) except for their respective Issue Dates, Interest
Commencement Dates and/or Issue Prices. As used herein, “Tranche” means Notes which are
identical in all respects (including as to listing).

1. FORM, DENOMINATION AND TITLE
(a) Form and Denomination

The Notes are issued either in bearer form (“Bearer Notes”) or in registered form
(“Registered Notes”).

This Note may be a Fixed Rate Note, a Floating Rate Note, a Variable Rate Note, a
Hybrid Note or a Zero Coupon Note, or a combination of any of the foregoing,
depending upon the Interest Basis specified hereon.

Bearer Notes are serially numbered and are issued with Coupons (and, where
appropriate, a Talon) attached, other than in the case of Notes that do not bear interest,
in which case references to interest (other than in relation to interest due after the
Maturity Date), Coupons and Talons in these Conditions are not applicable.

Registered Notes are represented by registered certificates (“Certificates”) and each
Certificate shall represent the entire holding of Registered Notes by the same holder.

The Notes will be issued in the denominations as specified hereon (a “Specified
Denomination”).

(b) Title

Title to the Bearer Notes and the Coupons and Talons shall pass by delivery. Title to the
Registered Notes shall pass by registration in the register that the Issuer shall procure
to be kept by the Registrar in accordance with the provisions of the Agency Agreement
(the “Register”). Except as ordered by a court of competent jurisdiction or as required
by law, the holder (as defined below) of any Note, Coupon or Talon shall be deemed to
be and may be treated as its absolute owner for all purposes whether or not it is overdue
and regardless of any notice of ownership, trust or an interest in it, any writing on it (or
on the Certificate representing it) or its theft or loss (or that of the related Certificate)
and no person shall be liable for so treating the holder.

In these Conditions, “Noteholder” means the bearer of any Bearer Note or the person
in whose name a Registered Note is for the time being registered in the Register (or, in
the case of joint holders, the first named thereof) and “holder” (in relation to a Note,
Coupon or Talon) means the bearer of any Bearer Note, Coupon or Talon or the person
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in whose name a Registered Note is registered (or, in the case of joint holders, the first
named thereof), as the case may be, and capitalised terms have the meanings given to
them hereon, the absence of any such meaning indicating that such term is not
applicable to the Notes.

For so long as any of the Notes is represented by (i) a Global Note and such Global
Note is held by a common depositary for Euroclear and Clearstream, Luxembourg
and/or CDP and/or the CMU or (ii) a Global Certificate and such Global Certificate is
issued in the name of a common depositary for Euroclear and Clearstream,
Luxembourg and/or of CDP or its nominee and/or the Hong Kong Monetary Authority as
operator of the CMU or its nominee, each person who is for the time being shown in the
records of Euroclear, Clearstream, Luxembourg and/or CDP and/or the CMU as the
holder of a particular principal amount of such Notes (in which regard any certificate or
other document issued by Euroclear, Clearstream, Luxembourg and/or CDP and/or the
CMU as to the principal amount of such Notes standing to the account of any person
shall be conclusive and binding for all purposes save in the case of manifest error) shall
be treated by the Issuer, the Guarantors, the Principal Paying Agent, the Transfer
Agent, the Registrar, all other agents of the Issuer, the Guarantors and the Trustee as
the holder of such principal amount of Notes other than with respect to the payment of
principal, interest and any other amounts in respect of the Notes, for which purpose the
bearer of the Global Note or, as the case may be, the registered holder of the Global
Certificate shall be treated by the Issuer, the Guarantors, the Principal Paying Agent,
the Transfer Agent, the Registrar, all other agents of the Issuer, the Guarantors and the
Trustee as the holder of such Notes in accordance with and subject to the terms of the
Global Note or, as the case may be, the Global Certificate (and the expressions
“Noteholder” and “holder of Notes” and related expressions shall be construed
accordingly). Notes which are represented by the Global Note or, as the case may be,
the Global Certificate will be transferable only in accordance with the rules and
procedures for the time being of Euroclear, Clearstream, Luxembourg and/or CDP
and/or the CMU, as the case may be.

Notwithstanding the above, if a Note (whether in global or definitive form) is held
through the CMU, any payment that is made in respect of such Note shall be made at
the direction of the bearer or registered holder to the person(s) for whose account(s)
interests in such Note are credited as being held through the CMU in accordance with
the CMU Rules (as defined in the Agency Agreement) at the relevant time as notified to
the CMU Lodging and Paying Agent by the CMU in a relevant CMU Instrument Position
Report or any other relevant notification by the CMU (which notification, in either case,
shall be conclusive evidence of the records of the CMU as to the identity of any
accountholder and the principal amount of any Note credited to its account, save in the
case of manifest error) and such payments shall discharge the obligation of the Issuer
in respect of that payment under such Note. Each of such persons must look solely to
the CMU Lodging and Paying Agent for his share of each payment so made by the
Issuer in respect of such Note.

2. TRANSFERS OF NOTES

(a)

No Exchange of Notes
Registered Notes may not be exchanged for Bearer Notes. Bearer Notes may not be

exchanged for Registered Notes. Bearer Notes of one Specified Denomination may not
be exchanged for Bearer Notes of another Specified Denomination.
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(b)

Transfer of Registered Notes

Each Registered Note may, subject to the terms of the Agency Agreement and to
Conditions 2(c) (Formalities Free of Charge), 2(d) (Closed Periods) and 2(f)
(Regulations Concerning Transfer and Registration), be transferred in whole or in part
in a Specified Denomination by lodging the relevant Certificate (with the endorsed form
of application for transfer in respect thereof duly executed and duly stamped where
applicable) at the Specified Office of the Registrar or any Transfer Agent. A Registered
Note may be registered only in the name of, and transferred only to, a named person
or persons. No transfer of a Registered Note will be valid unless and until entered on
the Register.

The Registrar will within five Business Days (as defined below) of any duly made
application for the transfer of a Registered Note, register the transfer and deliver a new
Certificate to the transferee (and, in the case of a transfer of part only of a Registered
Note, deliver a Certificate for the untransferred balance to the transferor), at the
Specified Office of the Registrar, or (at the risk and, if mailed at the request of the
transferee or, as the case may be, the transferor otherwise than by ordinary mail, at the
expense of the transferee or, as the case may be, the transferor) mail the Certificate by
uninsured mail to such address as the transferee or, as the case may be, the transferor
may request.

Formalities Free of Charge

Such transfer will be effected without charge subject to (i) the person making such
application for transfer paying or procuring the payment of any taxes, duties and other
governmental charges in connection therewith, (ii) the Registrar being satisfied with the
documents of title and/or identity of the person making the application and (iii) such
reasonable regulations as the Issuer may from time to time agree with the Registrar and
the Trustee.

Closed Periods

Neither the Issuer nor the Registrar will be required to register the transfer of any Note
(or part thereof) during the period of 15 days immediately prior to the due date for any
payment of principal or interest in respect of the Notes.

Business Day
In these Conditions, “Business Day” means a day which is:

(i) for any purpose other than with respect to payments, a day (other than a Saturday,
Sunday or a gazetted public holiday) on which commercial banks and foreign
exchange markets settle payments and are open for general business (including
dealing in foreign exchange and foreign currency deposits) in Singapore, in Hong
Kong and in the city in which the Principal Paying Agent’s or any other relevant
Agent’s Specified Office is located; or

(i) if a payment is to be made on that day (A) in relation to any sum payable in
Singapore dollars, a day (other than Saturday, Sunday or a gazetted public
holiday) on which commercial banks and foreign exchange markets settle
payments and are open for general business (including dealing in foreign
exchange and foreign currency deposits) in Singapore, (B) in relation to any sum
payable in a Specified Currency other than Singapore dollars, Renminbi and euro,
a day (other than Saturday, Sunday or a gazetted public holiday) on which
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commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency
deposits) in the principal financial centre of the country of the relevant Specified
Currency, (C) in relation to any sum payable in Renminbi, a day (other than
Saturday, Sunday or a gazetted public holiday) on which commercial banks in
Hong Kong are generally open for business and settlement of Renminbi payments
in Hong Kong, or (D) in relation any sum payable in euro, a day on which the Trans
European Automated Real Time Gross Settlement Express Transfer (TARGET)
System, or any successor system thereto, (the “TARGET System”) is open.

For so long as any of the Notes is represented by a Global Note and such Global Note
is held by a common depositary for Euroclear and Clearstream, Luxembourg and/or by
CDP and/or by or on behalf of CMU, or a Global Certificate and such Global Certificate
is issued in the name of a common depositary for Euroclear and Clearstream,
Luxembourg and/or of CDP and/or of CMU or its respective nominee, “Business Day”
shall also include, in addition to the definitions in (i) and (ii) above, a day (other than a
Saturday, Sunday or a gazetted public holiday) on which Euroclear, Clearstream,
Luxembourg, CDP and CMU, as applicable, are operating.

Regulations Concerning Transfer and Registration

All transfers of Registered Notes and entries on the Register will be made subject to the
detailed regulations concerning transfer of Registered Notes scheduled to the Agency
Agreement. The regulations may be changed by the Issuer to reflect changes in legal
requirements or in any other manner which is not prejudicial to the interests of
Noteholders with the prior approval of the Registrar and the Trustee. A copy of the
current regulations will be mailed (free of charge) by the Registrar to any Noteholder
who requests in writing a copy of such regulations.

Specified Denominations

No Registered Note may be transferred unless the principal amount of Notes
transferred and (where not all of the Notes held by a holder are being transferred) the
principal amount of the balance of the Notes not transferred are Specified
Denominations.

STATUS AND GUARANTEES

(a)

Status of the Notes

The Notes and Coupons constitute direct, general, unconditional, unsubordinated and
(subject to Condition 4 (Covenants)) unsecured obligations of the Issuer which will at all
times rank pari passu among themselves and at least pari passu in right of payment with
all other present and future unsecured obligations of the lIssuer, save for such
obligations as may be preferred by provisions of law that are both mandatory and of
general application.

The Guarantees
The initial Guarantors that will execute the Trust Deed will consist of all of the Issuer’s
Subsidiaries other than the Non-Guarantor Subsidiaries (as defined below). The initial

Guarantors will be Capital Idea Investments Limited, Fullocean Group Limited, Bright
Stone Group Limited, Gold Strategy Investments Limited, Fly Union Limited, New Bright
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Group Limited, Century Sunshine Ecological Technology Limited, Blue Atlantic
International Limited, Ming Xin Developments Limited and Century Sino Technology
Limited.

The following Subsidiaries will not be Guarantors on the date of the Trust Deed:

(iy all Subsidiaries incorporated or established under the laws of the PRC (together,
the “PRC Non-Guarantor Subsidiaries”);

(i) China Rare Earth Magnesium Technology Holdings Limited (“China Rare Earth”);
and

(i) Cai Wang Investments Limited, Forth Well Investments Limited, Feijun
Investments Limited, Group Sense (International) Limited and any of its
Subsidiaries and Win Profit Holdings Ltd. (the “Other Non-Guarantor
Subsidiaries” and, together with the PRC Non-Guarantor Subsidiaries, the
“Non-Guarantor Subsidiaries”).

None of the existing PRC Non-Guarantor Subsidiaries, China Rare Earth or the Other
Non-Guarantor Subsidiaries will be required to provide a Guarantee on the date of the
Trust Deed. In addition, none of the existing Non-Guarantor Subsidiaries or any future
Subsidiaries that may be incorporated or established under the laws of the PRC will
provide a Guarantee at any time in the future, unless permitted by applicable law.

The Issuer will not permit the Other Non-Guarantor Subsidiaries (excluding Group
Sense (International) Limited and its Subsidiaries) to account for 5 per cent. or more of
the consolidated profit before tax of the Group, based on the Group’s most recently
available audited annual consolidated financial statements.

The lIssuer will procure China Rare Earth to execute and deliver to the Trustee a
supplemental trust deed pursuant to which China Rare Earth will, jointly and severally
with the existing Guarantors, Guarantee the payment of all sums expressed to be
payable by the Issuer under the Trust Deed and the Notes, subject to China Rare Earth
obtaining all requisite approvals (including, without limitation, the unanimous approval
of its shareholders), within 10 business days of receipt of all such requisite approvals.
Unless and until China Rare Earth becomes a Guarantor, the Issuer shall not permit
China Rare Earth from Incurring any Indebtedness.

The Issuer will procure each of its future Subsidiaries (other than Subsidiaries
incorporated or established under the laws of the PRC), as soon as practicable and in
any event within 10 business days of becoming a Subsidiary, to execute and deliver to
the Trustee a supplemental trust deed pursuant to which such Subsidiary will, jointly
and severally with the existing Guarantors, Guarantee the payment of all sums
expressed to be payable by the Issuer under the Trust Deed and the Notes. Each
Subsidiary that guarantees the Notes after the date of the Trust Deed, upon executing
the applicable supplemental trust deed, will be a “Guarantor”.

Notwithstanding the above, to the extent that:

(x) Group Sense (International) Limited or any of its Subsidiaries conducts any of the
Permitted Businesses (other than the design and manufacture of electronic and
personal communications devices and products) as a result of a transfer by, or an
acquisition from, the Issuer or any of its Subsidiaries (other than Group Sense
(International) Limited or any of its Subsidiaries) of any of such Permitted
Businesses; or
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(y) any of the existing or future PRC-incorporated Subsidiaries of the Issuer
(including, for the avoidance of doubt, any PRC Non-Guarantor Subsidiary of
Group Sense (International) Limited after the occurrence of the event specified in
paragraph (x)) is or becomes permitted by applicable law to provide a Guarantee
without having to register such Guarantee with any governmental authority in the
PRC or without such Guarantee being subject to any other limitation or restriction,

the Issuer will procure that Group Sense (International) Limited and all of its
Subsidiaries that are not incorporated in the PRC or such PRC-incorporated Subsidiary
as referred to in paragraph (y) (including, for the avoidance of doubt, any PRC
Non-Guarantor Subsidiary of Group Sense (International) Limited after the occurrence
of the event specified in paragraph (x)), as soon as practicable, and in any event no
later than 10 Business Days, to execute and deliver to the Trustee a supplemental trust
deed pursuant to which such Subsidiary will, jointly and severally with the existing
Guarantors, Guarantee the payment of all sums expressed to be payable by the Issuer
under the Trust Deed and the Notes.

In accordance with Clause 5.9 (Release of Guarantees) of the Trust Deed, a Guarantee
given by a Guarantor with respect to a Series of Notes may be released:

(1) upon repayment in full of the Notes of such Series; or

(2) upon such Guarantor ceasing to be a Subsidiary in compliance with the Trust
Deed, so long as such Guarantor is simultaneously released from its obligations (if
any) in respect of any of the Issuer’s other Indebtedness or any Indebtedness of
any other Subsidiary.

Status of the Guarantees

Each Guarantor has, in the Trust Deed, unconditionally and irrevocably guaranteed the
due and punctual payment of all sums from time to time payable by the Issuer in respect
of the Notes and the Coupons. Each such Guarantee constitutes direct, general,
unconditional, unsubordinated and (subject to Condition 4 (Covenants)) unsecured
obligations of such Guarantor which will at all times rank at least pari passu with all
other present and future unsecured obligations of such Guarantor, save for such
obligations as may be preferred by provisions of law that are both mandatory and of
general application.

4. COVENANTS

(a)

Negative Pledge

So long as any Note remains outstanding (as defined in the Trust Deed) the Issuer will
not, and will procure that each of the Principal Subsidiaries will not, create or permit to
subsist any Security Interest (other than a Permitted Security Interest) upon the whole
or any part of its present or future undertaking, assets or revenues (including uncalled
capital) without at the same time or prior thereto (A) securing the Notes equally and
rateably with (or, if the obligation to be secured by the Security Interest is subordinated
in right of payment to the Notes or any Guarantee, prior to) the obligations so secured
or (B) providing such other security for the Notes as may be approved by an
Extraordinary Resolution (as defined in the Trust Deed) of Noteholders.
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(b)

Financial Covenants

So long as any Note remains outstanding (as defined in the Trust Deed), unless
otherwise specified in the applicable Pricing Supplement, the Issuer will ensure that:

(i) the Consolidated Tangible Net Worth shall not at any time be less than HK$1.8
billion (or its equivalent in foreign currencies);

(ii) the ratio of Consolidated Gross Borrowings to Consolidated Tangible Net Worth
shall not at any time be more than 2.0:1; and

(iii) the ratio of Consolidated EBITDA to Consolidated Interest Expense shall not at
any time be less than 3.0:1.

Limitation on Dividend and Other Payment Restrictions

Except by reason of applicable law, rule, regulation or order, the Issuer will not, and will
not permit any Subsidiary to, create or otherwise cause or permit to exist or become
effective any encumbrance or consensual restriction on the ability of any Subsidiary to:

(i) pay dividends or make any other distributions on any Capital Stock of such
Subsidiary owned by the Issuer or any other Subsidiary;

(i) pay any Indebtedness or other obligation owed to the Issuer or any other
Subsidiary;

(iii) make loans or advances to the Issuer or any other Subsidiary; or

(iv) sell, lease or transfer any of its property or assets to the Issuer or any other
Subsidiary.

Limitation on Asset Sales

(i) The Issuer will not, and will not permit any Principal Subsidiary to, consummate
any Asset Sale, unless:

(A) no Default will have occurred and be continuing or would occur as a result of
such Asset Sale;

(B) the consideration received by the Issuer or such Principal Subsidiary, as the
case may be, is at least equal to the Fair Market Value of the assets sold or
disposed of;

(C) at least 75% of the consideration received consists of cash or Replacement
Assets;

(D) within 365 days after the receipt of any cash proceeds from an Asset Sale,
the Issuer (or the applicable Principal Subsidiary, as the case may be) may
apply such cash proceeds to acquire Replacement Assets; and

(E) any cash proceeds from Asset Sales that are not applied or invested as
provided in Condition 4(d)(i)(D) will constitute “Excess Proceeds”. Excess
Proceeds of less than S$5 million (or the Dollar Equivalent thereof) will be
carried forward and accumulated. When accumulated Excess Proceeds
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(iii)

exceed S$5 million (or the Dollar Equivalent thereof), within five days thereof,
the Issuer must make an offer to purchase Notes having a principal amount
equal to:

(1) accumulated Excess Proceeds, multiplied by

(2) afraction (x) the numerator of which is equal to the outstanding principal
amount of the Notes and (y) the denominator of which is equal to the
outstanding principal amount of the Notes and all pari passu
Indebtedness similarly required to be repaid, redeemed or tendered for
in connection with the Asset Sale, rounded down to the nearest
minimum Specified Denomination of such Notes.

The offer price in any offer to purchase must be equal to 100% of the principal
amount of the Notes plus accrued and unpaid interest thereon to the date of
purchase, and must be payable in cash.

If any Excess Proceeds remain after consummation of an offer to purchase Notes,
such remaining Excess Proceeds may be used for any general corporate purpose
not prohibited by these Conditions. If the aggregate principal amount of Notes (and
any other pari passu Indebtedness) tendered in such offer to purchase exceeds
the amount of Excess Proceeds, the Trustee will select the Notes (and such other
pari passu Indebtedness) to be purchased on a pro rata basis. Upon completion of
each offer to purchase, the amount of Excess Proceeds will be reset at zero.

Limitation on Business Activities

The Issuer will not, and will not permit any Principal Subsidiary to, directly or indirectly,
engage in any business other than Permitted Businesses.

Consolidation, Merger and Sale of Assets

(i)

The Issuer will not, unless required by law, without the approval of the Noteholders
by way of an Extraordinary Resolution, undertake, permit or effect any
reorganisation, amalgamation, reconstruction, merger or consolidation with any
other Person, or any scheme of compromise or scheme of arrangement of the
Issuer (in each case in one transaction or a series of related or unrelated
transactions), unless:

(A) the Issuer will be the continuing Person following any such transaction;
(B) such transaction does not involve insolvency;

(C) immediately after giving effect to such transaction, no Default will have
occurred and be continuing;

(D) such transaction does not have a material adverse effect on the Issuer or the
Guarantors; and

(E) each Guarantor, unless such Guarantor is the Person with which the Issuer
has entered into a transaction described in (i) above, shall execute and
deliver a supplemental Trust Deed confirming that its Guarantee shall apply
to the obligations of the Issuer in accordance with the Notes and the Issue
Documents.
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(9)

(i)  No Guarantor will, unless required by law, without the approval of the Noteholders
by way of an Extraordinary Resolution, undertake, permit or effect any
reorganisation, amalgamation, reconstruction, take-over, merger or consolidation
with any other Person, or any scheme of compromise or scheme or arrangement
of such Guarantor (in each case in one transaction or a series of related or
unrelated transactions), unless:

(A) such Guarantor will be the continuing Person following any such transaction;
(B) such transaction does not involve insolvency;

(C) immediately after giving effect to such transaction, no Default will have
occurred and be continuing; and

(D) such transaction does not have a material adverse effect on the Issuer or
such Guarantor,

provided that this Condition 4(f) (Consolidation, Merger and Sale of Assets) will not
apply to any sale or other disposition that complies with Condition 4(d) (Limitation
on Asset Sales) or to any Guarantor whose Guarantee is unconditionally released
in accordance with Clause 5.9 (Release of Guarantees) of the Trust Deed.

Use of Proceeds

The Issuer will only use the net proceeds from the issue of each Tranche of Notes for
general corporate purposes, including refinancing existing borrowings, financing
investments and/or acquisitions, general working capital and capital expenditure
requirements of the Issuer and its Subsidiaries, in each case with respect to businesses
relating to (1) magnesium and its ancillary business (including power generation and
semi-coke), (2) fertiliser, (3) mining of dolomite and serpentine, and (4) investment
holding in connection with (1), (2) and (3), or such other purposes as set out in the
applicable Pricing Supplement.

Notwithstanding the above, for so long as Group Sense (International) Limited and its
Subsidiaries that are not incorporated in the PRC are not Guarantors, the Issuer will not
make any Investment using all or any part of the net proceeds of any such issue, or
guarantee any obligation of Group Sense (International) Limited or any of its
Subsidiaries.

Definitions
In these Conditions, the following terms will have the meaning set out below:

“Affiliate” means, with respect to any Person, any other Person (i) directly or indirectly
controlling, controlled by, or under direct or indirect common control with, such Person,
(ii) who is a director or officer of such Person or any Subsidiary of such Person or of any
Person referred to in clause (i) of this definition or (iii) who is a spouse or any person
cohabiting as a spouse, child or step-child, parent or step-parent, brother, sister,
step-brother or step-sister, parent-in-law, grandchild, grandparent, uncle, aunt, nephew
or niece of such Person or of any Person described in clause (i) or (ii). For purposes of
this definition, “control” (including, with correlative meanings, the terms “controlling,”
“controlled by” and “under common control with”), as applied to any Person, means the
possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of such Person, whether through the ownership of voting
securities, by contract or otherwise.
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“Asset Sale” means any sale (including any sale or issuance of Capital Stock), transfer
or other disposition (including by way of merger, consolidation, sale and repurchase
transaction, or Sale and Leaseback Transaction) by the Issuer or by any of its Principal
Subsidiaries, in one transaction or a series of related or unrelated transactions and
whether at one time or over a period of time, of all or substantially all of its property or
assets, or any part of its property or assets which, either alone or when aggregated with
all other disposals required to be taken into account under the relevant Condition, would
have a material adverse effect on the Issuer; provided that “Asset Sale” will not include:

(i) sales, transfers or other dispositions of inventory, receivables and other current
assets in the ordinary course of business on an arm’s length basis and on normal
commercial terms;

(ii) any sale, transfer, assignment or other disposition of any property or equipment
that has become damaged, worn out, obsolete or otherwise unsuitable for use in
connection with the business of the Issuer or its Subsidiaries;

(iii) any sale, transfer, assignment or other disposition to the Issuer or a Guarantor;

(iv) any disposal of the shares of TTG Fintech Limited or of the shares of Cai Wang
Investments Limited, Forth Well Investments Limited or Feijun Investments
Limited;

(v) any disposal of the real property owned by, or of the shares of, Century Sunshine
(Zhangzhou) Ecological Technology Ltd; and

(vi) any sale, transfer, assignment or other disposition approved by Noteholders by
way of an Extraordinary Resolution.

“Board of Directors” means the board of directors elected or appointed by the
shareholders of the Issuer or the relevant Principal Subsidiary, as the case may be, to
manage the business of the Issuer or the relevant Principal Subsidiary, as the case may
be, or any committee of such board duly authorised to take the action purported to be
taken by such committee.

“Board Resolution” means any resolution of the Board of Directors taking an action
which it is authorised to take and adopted at a meeting duly called and held at which a
quorum of disinterested members (if so required) was present and acting throughout or
adopted by written resolution executed by every member of the Board of Directors.

“Capital Stock” means, with respect to any Person, any and all shares, interests,
participations or other equivalents (however designated, whether voting or non-voting)
in equity of such Person, whether outstanding on the Programme Establishment Date
or issued thereafter, including, without limitation, all Common Shares and Preferred
Shares.

“Change of Control” means the occurrence of one or more of the following events:

(i) the merger, take over, amalgamation, or consolidation of the Issuer with, by or into
another Person who is not one of the Permitted Holders or the merger or
amalgamation of another Person who is not one of the Permitted Holders with or
into the Issuer, or the sale of all or substantially all the assets of the Issuer to
another Person who is not one of the Permitted Holders;

50



(ii) the Permitted Holders are the beneficial owners of less than 30% of the total voting
power of the Voting Shares of the Issuer;

(iii) any person is or becomes the beneficial owner directly or indirectly, of the total
voting power of the Voting Shares of the Issuer greater than such total voting
power held beneficially by the Permitted Holders; or

(iv) the adoption of a resolution relating to the liquidation or dissolution of the Issuer.

“Commodity Hedging Agreement’ means any spot, forward or option, commodity
price protection agreement or other similar agreement or arrangement designed to
protect against fluctuations in commodity prices.

“Common Shares” means, with respect to any Person, any and all shares, interests or
other participations in, and other equivalents (however designated and whether voting
or non-voting) of such Person’s common or ordinary shares, whether or not outstanding
at the Programme Establishment Date, and including, without limitation, all series and
classes of such common or ordinary shares.

“Consolidated EBITDA” means, for any period or Test Period (as the case may be),
Consolidated Net Income for such period plus, to the extent such amount was deducted
in calculating such Consolidated Net Income:

(i) Consolidated Interest Expense,

(i) income taxes (other than income taxes attributable to extraordinary and
nonrecurring gains (or losses) or sales of assets), and

(iii) depreciation expense, amortisation expense and all other non-cash items
(including non-cash gains and losses on foreign exchange) reducing Consolidated
Net Income (other than non-cash items in a period which reflect cash expenses
paid or to be paid in another period), less all non-cash items increasing
Consolidated Net Income,

all as determined on a consolidated basis for the Issuer and its Subsidiaries in
conformity with GAAP.

“Consolidated Interest Expense” means, for any period or Test Period (as the case
may be), the amount that would be included in gross interest expense on a consolidated
income statement prepared in accordance with GAAP for such period of the Issuer and
its Subsidiaries, plus, to the extent not included in such gross interest expense, and to
the extent incurred, accrued or payable during such period or Test Period by the Issuer
and its Subsidiaries, without duplication, (i) interest expense attributable to any finance
or capital leases, (ii) amortisation of debt issuance costs and original issue discount
expense and non-cash interest payments in respect of any Indebtedness, (iii) the
interest portion of any deferred payment obligation, (iv) all commissions, discounts and
other fees and charges with respect to letters of credit or similar instruments issued for
financing purposes or in respect of any Indebtedness, (v) the net costs associated with
Hedging Obligations (including the amortisation of fees), and (vi) interest accruing on
Indebtedness of any other Person that is guaranteed by the Issuer or any Subsidiary;
provided that interest expense attributable to interest on any Indebtedness bearing a
floating interest rate will be computed on a pro forma basis as if the rate in effect on the
date of determination had been the applicable rate for the entire relevant period or Test
Period.
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“Consolidated Net Income” means, with respect to any specified Person for any period
or Test Period (as the case may be), the aggregate of the net income (or loss) of such
Person and its Subsidiaries for such period or Test Period, on a consolidated basis,
determined in conformity with GAAP; provided that the following items will be excluded
in computing Consolidated Net Income (without duplication):

(i) the netincome (or loss) of any Person that is accounted for by the equity method
of accounting except to the extent of the amount of dividends or similar
distributions actually paid in cash to the specified Person or a Subsidiary of the
Person during such period or Test Period;

(ii) the net income (or loss) of any Person accrued prior to the date it becomes a
Subsidiary or is merged into or consolidated with the Issuer or any of its
Subsidiaries or all or substantially all of the property and assets of such Person are
acquired by the Issuer or any of its Subsidiaries;

(iii) the net income of any Subsidiary to the extent that the declaration or payment of
dividends or similar distributions by such Subsidiary of such net income is not at
the time permitted by the operation of the terms of its charter or any agreement,
instrument, judgment, decree, order, statute, law, rule or governmental regulation
applicable to such Subsidiary;

(iv) the cumulative effect of a change in accounting principles;

(v) any net after tax gains (or losses) realised on the sale or other disposition of (A)
any property or assets of the Issuer or any Subsidiary which is not sold in the
ordinary course of its business or (B) any Capital Stock of any Person (including
any gains (or losses) by the Issuer realised on sales of Capital Stock of the Issuer

or of Subsidiaries);

(vi) any translation gains or losses due solely to fluctuations in currency values and
related tax effects; and

(vii) any net after-tax extraordinary or non-recurring gains or losses.
“Consolidated Tangible Net Worth” means the amount (expressed in Hong Kong
dollars) for the time being, calculated in accordance with GAAP, equal to the aggregate

of:

(i) the amount paid up or credited as paid up on the outstanding issued share capital
of the Issuer; and

(i) the amounts standing to the credit of the capital and revenue reserves (including
capital redemption reserve fund, revaluation reserves and profit and loss account)

of the Issuer and its Subsidiaries on a consolidated basis,

all as shown in the then latest audited or unaudited balance sheet of the Issuer and its
Subsidiaries on a consolidated basis but after:

(A) excluding any sums set aside for future taxation;
(B) deducting:

(1) an amount equal to any distribution by the Issuer or any of its Subsidiaries out
of profits earned prior to the date of the latest audited or unaudited balance
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sheet of the Issuer and its Subsidiaries on a consolidated basis and which
have been declared, recommended or made since that date except so far as
provided for in such balance sheet and/or paid or due to be paid to the Issuer
and such Subsidiaries;

(2) all goodwill and other intangible assets (which, for the avoidance of doubt,
does not include any mining rights or land use rights of the Group); and

(8) any debit balances on consolidated profit and loss account.

“Currency Agreement” means any foreign exchange forward contract, currency swap
agreement or other similar agreement or arrangement designed to protect against
fluctuations in foreign exchange rates.

“Default” means an Event of Default or a Potential Event of Default.

“Dollar Equivalent” means, with respect to any monetary amount in a currency other
than Singapore dollars, at any time for the determination thereof, the amount of
Singapore dollars obtained by converting such foreign currency involved in such
computation into Singapore dollars at the base rate for the purchase of Singapore
dollars with the applicable foreign currency as quoted by a leading bank selected by the
Issuer on the date of determination.

“Fair Market Value” means the price that would be paid in an arm’s-length transaction
between an informed and willing seller under no compulsion to sell and an informed and
willing buyer under no compulsion to buy, as determined in good faith by the Board of
Directors of the Issuer or the relevant Principal Subsidiary, whose determination will be
conclusive if evidenced by a Board Resolution.

“GAAP” means generally accepted accounting principles in Hong Kong as in effect from
time to time which, as of the Programme Establishment Date, are the Hong Kong
Financial Reporting Standards.

“guarantee” means any obligation, contingent or otherwise, of any Person directly or
indirectly guaranteeing any Indebtedness or other obligation of any other Person and,
without limiting the generality of the foregoing, any obligation, direct or indirect,
contingent or otherwise, of such Person (i) to purchase or pay (or advance or supply
funds for the purchase or payment of) such Indebtedness or other obligation of such
other Person (including those arising by virtue of partnership arrangements or to
maintain financial statement conditions or otherwise) or (ii) entered into for purposes of
assuring in any other manner the obligee of such Indebtedness or other obligation of the
payment thereof or to protect such obligee against loss in respect thereof (in whole or
in part); provided that the term “guarantee” will not include endorsements for collection
or deposit in the ordinary course of business. The term “guarantee” used as a verb has
a corresponding meaning.

“Guarantee” means any guarantee of the obligations of the Issuer under the Issue
Documents and the Notes by any Guarantor.

“Guarantor” means any initial Subsidiary (other than the Issuer) named herein and any
other Subsidiary which provides a Guarantee pursuant to the Trust Deed and the Notes;
provided that such term will not include any Person whose Guarantee has been
released in accordance with the Trust Deed and the Notes.
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“Hedging Obligation” of any Person means the obligations of such Person pursuant to
any Commodity Hedging Agreement, Currency Agreement or Interest Rate Agreement.

“Incur’ means, with respect to any Indebtedness or Capital Stock, to incur, create,
issue, assume, guarantee or otherwise become liable for or with respect to, or become
responsible for, the payment of, contingently or otherwise, such Indebtedness or Capital
Stock; provided that (i) any Indebtedness and Capital Stock of a Person existing at the
time such Person becomes a Subsidiary will be deemed to be Incurred by such
Subsidiary at the time it becomes a Subsidiary and (ii) the accretion of original issue
discount will not be considered an Incurrence of Indebtedness. The terms “Incurrence,”
“Incurred” and “Incurring” have meanings correlative with the foregoing.

“Indebtedness” means, with respect to any Person at any date of determination
(without duplication):

(i) moneys borrowed;
(i) amounts raised by acceptance under any acceptance credit facility;

(iii) amounts raised pursuant to any note purchase facility or the issue of bonds, notes,
debentures, loan stock or similar instruments;

(iv) the amount of any liability in respect of leases or hire purchase contracts which
would, in accordance with GAAP, be treated as finance leases or capital leases;

(v) the amount of any liability in respect of any purchase price for assets or services
the payment of which is deferred primarily as a means of raising finance or
financing the acquisition of the relevant asset or service;

(vi) amounts raised under any other transaction (including any forward sale or
purchase agreement and the sale of receivables or other assets on a “with
recourse” basis) having the commercial effect of a borrowing;

(vii) any Hedging Obligation (and, when calculating the value of any Hedging
Obligation, only the mark to market value shall be taken into account);

(viii) any counter indemnity obligation in respect of any guarantee, indemnity, bond,
standby or documentary letter of credit or any other instrument issued by a bank
or financial institution;

(ix) the amount of any liability in respect of any guarantee or indemnity for any of the
items referred to in paragraphs (i) to (viii) above.

The amount of Indebtedness of any Person at any date will be the outstanding balance
at such date of all unconditional obligations as described above and, with respect to
contingent obligations, the maximum liability upon the occurrence of the contingency
giving rise to the obligations at such date, provided (1) that the amount outstanding at
any time of any Indebtedness issued with original issue discount is the face amount of
such Indebtedness less the remaining unamortised portion of the original issue discount
of such Indebtedness at such time as determined in conformity with GAAP, and (2) that
money borrowed and set aside at the time of the Incurrence of any Indebtedness in
order to prefund the payment of the interest on such Indebtedness will not be deemed
to be “Indebtedness” so long as such money is held to secure the payment of such
interest.
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“Interest Rate Agreement” means any interest rate protection agreement, interest rate
future agreement, interest rate option agreement, interest rate swap agreement,
interest rate cap agreement, interest rate collar agreement, interest rate hedge
agreement, option or future contract or other similar agreement or arrangement
designed to protect against fluctuations in interest rates, convert a fixed rate of interest
into a floating rate of interest, convert a floating rate of interest into a different floating
rate of interest, or lower interest currently paid on Indebtedness of any Person.

“Investment” means:

(iy any direct or indirect advance, loan or other extension of credit to Group Sense
(International) Limited or any of its Subsidiaries;

(ii) any capital contribution to Group Sense (International) Limited or any of its
Subsidiaries;

(iii) any purchase or acquisition of Capital Stock (or options, warrants or other rights
to acquire such Capital Stock), Indebtedness, bonds, notes, debentures or other
similar instruments or securities issued by Group Sense (International) Limited or
any of its Subsidiaries; or

(iv) all other items that would be classified as investments (including purchases of
assets outside the ordinary course of business) on the balance sheet of Group
Sense (International) Limited or any of its Subsidiaries prepared in accordance
with GAAP.

“Permitted Businesses” means the businesses relating to (i) magnesium and its
ancillary business (including power generation and semi-coke), (ii) fertiliser, (iii) mining
of dolomite and serpentine, (iv) investment holding in connection with (i), (ii) and (iii),
and (v) design and manufacture of electronic and personal communications devices
and products.

“Permitted Holders” means any or all of the following:
(i) Mr Chi Wen Fu;
(i) any Affiliate of the Person specified in clause (i); and

(iii) any Person both the Capital Stock and the Voting Shares of which (or in the case
of a trust, the beneficial interests in which) are owned 80% by Persons specified
in clauses (i) and (ii).

“Permitted Security Interest” means, in relation to the Issuer or any Subsidiary of the
Issuer:

(i) any Security Interest in existence on the date of the Trust Deed which has been
disclosed to the Trustee in writing on or prior to the date of the Trust Deed and any
subsequent Security Interest to be created for the purpose of the extension or
refinancing of the original Indebtedness related to such existing security, provided
that the amount secured may not be increased;

(i) any Security Interest created by the Issuer or such Subsidiary in favour of another

Subsidiary of the Issuer or the Issuer to secure Indebtedness owed by such party
to the other;
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(iii)

(iv)

(vii)

(vii)

any Security Interest granted upon or with regard to any property or asset of the
Issuer or such Subsidiary whether such property or assets are acquired by the
Issuer or such Subsidiary before or after the date of the Trust Deed for the sole
purpose of financing or refinancing the acquisition and/or development of such
property or assets, provided that the maximum principal amount secured by such
Security Interest does not exceed the purchase price or cost of development of
such property or asset (including transactional expenses) provided that this
paragraph (iii) shall not apply to any Security Interest to be granted by the Issuer
or any Subsidiary in relation to or in connection with the acquisition or proposed
acquisition of the Equity Interests (as defined and described in paragraph (vii)
below);

any Security Interests or rights of set-off arising solely by operation of law and in
the ordinary course of its business, in respect of indebtedness which either (A) has
been due for less than 14 days or (B) is being contested in good faith and by
appropriate means;

any pledge of goods and/or related documents of title, arising in the ordinary
course of business, as security for bank borrowings directly relating to the
purchase of the goods;

any Security Interest over (x) its bank accounts created to secure working capital
facilities granted in the ordinary course of business, provided that the total
outstanding balances of all bank accounts securing each working capital facility
does not exceed 35.0 per cent. of the principal amount of such working capital
facility, or (y) its accounts receivables created to secure working capital facilities
granted in the ordinary course of business;

if the proposed acquisition of 100.0 per cent. of the equity interests in each of the
operating project companies mainly engaged in magnesium and ancillary
businesses (including power generation and semi-coke) (the “Equity Interests”)
as described in the non-legally binding framework agreement entered into by the
Issuer on 4 February 2015 is consummated, any Security Interest created by the
Issuer or such Subsidiary over its property or assets (including the Equity
Interests) to secure Indebtedness of the lIssuer, such Subsidiary or another
Subsidiary of the Issuer (each, a “Borrower Entity”) in respect of the
Indebtedness of the Borrower Entity for the purpose of financing the acquisition by
any member of the Group of the Equity Interests, provided that (x) the principal
amount of the Indebtedness secured by such Security Interest does not exceed
80.0 per cent. of the acquisition cost of such Equity Interests and (y) the principal
amount of such Indebtedness is at least (at the time such Security Interest is
granted) 50.0 per cent. of the aggregate Fair Market Value (based on the valuation
report prepared by an independent professional valuer appointed by the Issuer or
such Subsidiary) of the property or assets that are subject to such Security
Interest; and

any Security Interest the terms of which have been approved by the Noteholders
by way of an Extraordinary Resolution.

“Person” means any individual, corporation, firm, partnership, limited liability company,

joint

venture, association, trust, unincorporated organisation, judicial entity or

government (or any agency or political subdivision thereof), whether or not having
separate legal personality.

“PRC” means the People’s Republic of China.
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“PRC CJV” means any current or future Subsidiary that is a Sino-foreign cooperative
joint venture enterprise with limited liability, established in the PRC pursuant to the Law
of the People’s Republic of China on Sino-foreign Cooperative Joint Ventures adopted
on 13 April 1988 (as most recently amended) and the Detailed Rules for the
Implementation of the Law of the People’s Republic of China on Sino-foreign
Cooperative Joint Ventures promulgated on 4 September 1995, as such laws may be
amended.

“Preferred Shares” as applied to the Capital Stock of any Person means shares of
Capital Stock of any class or classes that by its terms is preferred as to the payment of
dividends, or as to the distribution of assets upon any voluntary or involuntary
liquidation or dissolution of such Person, over shares of Capital Stock of any other class
of such Person.

“Principal Subsidiary” means any direct or indirect Subsidiary of the Issuer:

(i) whose profits before tax, as shown by the accounts of such Subsidiary, based
upon which the latest audited consolidated accounts of the Group have been
prepared, are at least 5.0% of the profits before tax of the Group as shown by such
audited consolidated accounts; or

(i) whose total assets, as shown by the accounts of such Subsidiary, based upon
which the latest audited consolidated accounts of the Group have been prepared,
are at least 5.0% of the total assets of the Group as shown by such audited
consolidated accounts; or

(iii) whose total revenue, as shown by the accounts of such Subsidiary, based upon
which the latest audited consolidated accounts of the Group have been prepared,
are at least 5.0% of the total revenue of the Group as shown by such audited
consolidated accounts; or

(iv) who itself has any direct or indirect Subsidiary which is a Principal Subsidiary
based on any one of the tests described in (i), (ii) or (iii) above,

provided that if any such Subsidiary (the “transferor”) shall at any time transfer the
whole or any part of its business, undertaking or assets to another Subsidiary or the
Issuer (the “transferee”) then:

(1) if the whole of the business, undertaking and assets of the transferor shall be so
transferred, the transferor shall thereupon cease to be a Principal Subsidiary and
the transferee (unless it is the Issuer) shall thereupon become a Principal
Subsidiary; and

(2) if a part only of the business, undertaking and assets of the transferor shall be so
transferred, the transferor shall remain a Principal Subsidiary and the transferee
(unless it is the Issuer) shall thereupon become a Principal Subsidiary.

Any Subsidiary which becomes a Principal Subsidiary by virtue of (1) above or which
remains or becomes a Principal Subsidiary by virtue of (2) above shall continue to be
a Principal Subsidiary until the date of issue of the first audited consolidated accounts
of the Group prepared as at a date later than the date of the relevant transfer which
show the profits before tax, total assets or, as the case may be, total revenue as shown
by the accounts of such Subsidiary based upon which such audited consolidated
accounts have been prepared, to be less than 5.0% of the profits before tax, total assets
or, as the case may be, total revenue of the Group, as shown by such audited
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consolidated accounts. A report by the Auditors (as defined in the Trust Deed), who shall
also be responsible for producing any pro-forma accounts required for the above
purposes, that in their opinion a Subsidiary is or is not a Principal Subsidiary shall, in
the absence of manifest error, be conclusive.

Notwithstanding the above:

(x) Group Sense (International) Limited and each of its Subsidiaries will be deemed
not to be a “Principal Subsidiary”, even if it meets any one of the tests in (i), (ii),
(iii) or (iv) above, until such time Group Sense (International) Limited or any such
Subsidiary is required to become a Guarantor pursuant to Condition 3(b) (The
Guarantees); and

(y) each of Century Sunshine (Jiangxi) Ecological Technology Ltd and Century
Sunshine (Shanghai) Management Co., Ltd. will be deemed to be a “Principal
Subsidiary” for so long as it owns or holds shares of Jiangsu Azureblue Technology
Development Co., Ltd.

“Programme Establishment Date” means 19 May 2015.

“Replacement Assets” means, on any date, properties and assets (other than current
assets) that replace the properties and assets that were the subject of such Asset Sale
or in properties or assets (including the Capital Stock or debt instruments of any
Person) that will be used in the Permitted Businesses.

“Sale and Leaseback Transaction” means any direct or indirect arrangement relating
to property (whether real, personal or mixed) now owned or hereafter acquired whereby
the Issuer or any Subsidiary transfers such property to another Person and the Issuer
or any Subsidiary leases it from such Person.

“Security Interest” means any mortgage, pledge, security interest, assignment,
encumbrance, lien or charge of any kind (including, without limitation, any conditional
sale or other title retention agreement or lease in the nature thereof or any agreement
to create any mortgage, pledge, security interest, lien Interest, charge, easement or
encumbrance of any kind), or anything analogous to any of the foregoing under the laws
of any jurisdiction.

“Subsidiary” means, in relation to any company (the “first Person”) at any particular
time, any other company (the “second Person”):

(i) whose affairs and policies the first Person controls or has the power to control,
whether by ownership of share capital, contract, the power to appoint or remove
members of the governing body of the second Person or otherwise; or

(i) whose financial statements are, in accordance with applicable law and generally
accepted accounting principles, consolidated with those of the first Person.

“Test Period” means, in respect of each financial half year, each period of six months
ending on the last day of such financial quarter of the Issuer and its Subsidiaries.

“Voting Shares” means, with respect to any Person, Capital Stock of any class or kind

ordinarily having the power to vote for the election of directors, managers or other
voting members of the governing body of such Person.
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“Wholly Owned” means, with respect to any Subsidiary of any Person, the ownership
of all of the outstanding Capital Stock of such Subsidiary (other than any director’s
qualifying shares or investments by foreign nationals mandated by applicable law) by
such Person or one or more Wholly Owned Subsidiaries of such Person; provided that
Subsidiaries that are PRC CJVs shall not be considered Wholly Owned Subsidiaries.

5. INTEREST

(a)

Interest on Fixed Rate Notes

(i) Each Fixed Rate Note bears interest on its calculation amount specified hereon
(or, if no such amount is so specified, the Specified Denomination) (the
“Calculation Amount”) from (and including) the Interest Commencement Date at
the rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in
arrear on the Specified Interest Payment Date(s) in each year specified hereon
(each, an “Interest Payment Date”) up to (and including) the Maturity Date.

(i) Except as provided hereon, the amount of interest payable on each Interest
Payment Date in respect of the Fixed Interest Period shown on the face of such
Note ending on (but excluding) such date will amount to the Fixed Coupon Amount.
Payments of interest on any Interest Payment Date will, if so specified hereon,
amount to the Initial Broken Amount and/or Final Broken Amount so specified.

(iii) Interest shall be calculated in respect of any period by applying the Rate of Interest
to the aggregate outstanding nominal amount of the Fixed Rate Notes and
multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest sub-unit of the relevant Specified Currency.

Interest on Floating Rate Notes and Variable Rate Notes
(iy Interest Payment Dates

Each Floating Rate Note and Variable Rate Note bears interest on its calculation
amount specified hereon (or, if no such amount is so specified, the Specified
Denomination) (the “Calculation Amount’) from (and including) the Interest
Commencement Date and such interest will be payable in arrear on either:

(A) the Specified Interest Payment Date(s) (each, an “Interest Payment Date”) in
each year specified hereon; or

(B) if no Specified Interest Payment Date(s) is/are specified hereon, each date (each
such date, together with each Specified Interest Payment Date, an “Interest
Payment Date”) which falls on the date following the number of months or other
period specified as the Interest Period in the applicable Pricing Supplement after
the preceding Interest Payment Date or, in the case of the First Interest Payment
Date, after the Interest Commencement Date, provided that the Agreed Yield (as
defined in Condition 5(b)(iii)(A)) in respect of any Variable Rate Note for any
Interest Period relating to that Variable Rate Note shall be payable on the first day
of that Interest Period.

Such interest will be payable in respect of each Interest Period (which expression shall,
in these Conditions, mean the period from (and including) an Interest Payment Date (or,
in the case of the First Interest Payment Date, the Interest Commencement Date) to
(but excluding) the next (or First) Interest Payment Date).
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If a Business Day Convention is specified in the applicable Pricing Supplement and (x)
if there is no numerically corresponding day in the calendar month on which an Interest
Payment Date should occur or (y) if any Interest Payment Date would otherwise fall on
a day which is not a Business Day, then, if the Business Day Convention specified is:

(1)

in any case where Interest Periods are specified in accordance with Condition
5(b)(i)(B) above, the Floating Rate Convention, such Interest Payment Date (i) in
the case of (x) above, shall be the last day that is a Business Day in the relevant
month and the provisions of (bb) below shall apply mutatis mutandis or (ii) in the
case of (y) above, shall be postponed to the next day which is a Business Day
unless it would thereby fall into the next calendar month, in which event (aa) such
Interest Payment Date shall be brought forward to the immediately preceding
Business Day and (bb) each subsequent Interest Payment Date shall be the last
Business Day in the month which falls in the Interest Period after the preceding
applicable Interest Payment Date occurred;

the Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day;

the Modified Following Business Day Convention, such Interest Payment Date
shall be postponed to the next day which is a Business Day unless it would thereby
fall into the next calendar month, in which event such Interest Payment Date shall
be brought forward to the immediately preceding Business Day; or

the Preceding Business Day Convention, such Interest Payment Date shall be
brought forward to the immediately preceding Business Day.

Rate of Interest — Floating Rate Notes

The Rate of Interest payable from time to time in respect of Floating Rate Notes
will be determined by reference to a Benchmark as stated, and in the manner
specified, in the applicable Pricing Supplement. The Calculation Agent will
determine the applicable Rate of Interest on the basis of the following provisions,
or as otherwise specified in the applicable Pricing Supplement.

Where a Floating Rate Note is denominated in Singapore dollars and the
Benchmark specified is SIBOR, such Note will be a SIBOR Note, and where a
Floating Rate Note is denominated in Singapore dollars and the Benchmark
specified is Swap Rate, such Note will be a Swap Rate Note.

(A) ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Pricing Supplement
as the manner in which the Rate of Interest is to be determined, the Rate of
Interest for each Interest Period will be the relevant ISDA Rate plus or minus
(as indicated in the applicable Pricing Supplement) the Margin (if any). For
the purposes of this sub-paragraph (A), “ISDA Rate” for an Interest Period
means a rate equal to the Floating Rate that would be determined by the
Calculation Agent or other person specified in the applicable Pricing
Supplement under an interest rate swap transaction if the Calculation Agent
or that other person were acting as Calculation Agent for that swap
transaction under the terms of an agreement incorporating the 2006 ISDA
Definitions as amended and updated as at the Issue Date of the first Tranche
of the Notes, published by the International Swaps and Derivatives
Association, Inc. (the “ISDA Definitions”), and under which:
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(B)

(1)

(2)
3)

the Floating Rate Option is as specified in the applicable Pricing
Supplement;

the Designated Maturity is a period equal to that Interest Period; and

the relevant Reset Date is either (x) if the applicable Floating Rate
Option is based on the London inter bank offered rate (“LIBOR”) or on
the Euro-zone inter bank offered rate (“EURIBOR”) for a currency, the
first day of that Interest Period or (y) in any other case, as specified in
the applicable Pricing Supplement.

For the purposes of this sub paragraph (A), “Floating Rate”, “Calculation
Agent’, “Floating Rate Option”, “Designated Maturity” and “Reset Date”
have the meanings given to those terms in the ISDA Definitions.

Screen Rate Determination for Floating Rate Notes that are Not SIBOR Notes
or Swap Rate Notes

U

(1

Where Screen Rate Determination is specified hereon as the manner in
which the Rate of Interest is to be determined, the Rate of Interest for
each Interest Period will, subject as provided below, be either:

(x) the offered quotation; or

(y) the arithmetic mean (rounded if necessary to the fifth decimal
place, with 0.000005 being rounded upwards) of the offered
quotations,

(expressed as a percentage rate per annum) for the Reference Rate
which appears or appear, as the case may be, on the Relevant Screen
Page as at 11.00 a.m. (London time, in the case of LIBOR, or Brussels
time, in the case of EURIBOR) on the Interest Determination Date in
question (or such other time in any Relevant Financial Centre as may be
specified in the applicable Pricing Supplement) plus or minus (as
indicated in the applicable Pricing Supplement) the Margin (if any), all
as determined by the Calculation Agent. If five or more of such offered
quotations are available on the Relevant Screen Page, the highest (or,
if there is more than one such highest quotation, one only of such
quotation) and the lowest (or, if there is more than one such lowest
quotation, one only of such quotation) shall be disregarded by the
Calculation Agent for the purpose of determining the arithmetic mean
(rounded as provided above) of such offered quotations.

if the Relevant Screen Page is not available or if, sub-paragraph (I1)(x)
applies and no such offered quotation appears on the Relevant Screen
Page or if sub paragraph (I)(y) above applies and fewer than three such
offered quotations appear on the Relevant Screen Page in each case as
at the time specified above, subject as provided below, the Calculation
Agent shall request, if the Benchmark is LIBOR, the principal London
office of each of the Reference Banks or, if the Benchmark is EURIBOR,
the principal Euro-zone office of each of the Reference Banks, to
provide the Calculation Agent with its offered quotation (expressed as a
percentage rate per annum) for the Benchmark if the Benchmark is
LIBOR, at approximately 11.00 a.m. (London time), or if the Benchmark
is EURIBOR, at approximately 11.00 a.m. (Brussels time) on the Interest
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(1

(IV)

Determination Date in question. If two or more of the Reference Banks
provide the Calculation Agent with such offered quotations, the Rate of
Interest for such Interest Period shall be the arithmetic mean of such
offered quotations as determined by the Calculation Agent plus or minus
(as indicated in the applicable Pricing Supplement) the Margin (if any);

if paragraph (lI) above applies and the Calculation Agent determines
that fewer than two Reference Banks are providing offered quotations,
subject as provided below, the Rate of Interest shall be the arithmetic
mean of the rates per annum (expressed as a percentage) as
communicated to (and at the request of) the Calculation Agent by the
Reference Banks or any two or more of them, at which such banks were
offered, if the Benchmark is LIBOR, at approximately 11.00 a.m.
(London time) or, if the Benchmark is EURIBOR, at approximately 11.00
a.m. (Brussels time) on the relevant Interest Determination Date,
deposits in the Specified Currency for a period equal to that which would
have been used for the Benchmark by leading banks in, if the
Benchmark is LIBOR, the London inter-bank market or, if the
Benchmark is EURIBOR, the Euro-zone inter-bank market, as the case
may be, plus or minus (as indicated in the applicable Pricing
Supplement) the Margin (if any); or, if fewer than two of the Reference
Banks provide the Calculation Agent with such offered rates, the Rate of
Interest shall be the offered rate for deposits in the Specified Currency
for a period equal to that which would have been used for the
Benchmark, or the arithmetic mean of the offered rates for deposits in
the Specified Currency for a period equal to that which would have been
used for the Benchmark, at which, if the Benchmark is LIBOR, at
approximately 11.00 a.m. (London time) or, if the Benchmark is
EURIBOR, at approximately 11.00 a.m. (Brussels time), on the relevant
Interest Determination Date, any one or more banks (which bank or
banks is or are in the opinion of the Trustee and the Issuer suitable for
such purpose) informs the Calculation Agent it is quoting to leading
banks in, if the Benchmark is LIBOR, the London interbank market or, if
the Benchmark is EURIBOR, the Euro-zone interbank market, as the
case may be, plus or minus (as indicated in the applicable Pricing
Supplement) the Margin (if any); provided that, if the Rate of Interest
cannot be determined in accordance with the foregoing provisions of
this paragraph, the Rate of Interest shall be determined as at the last
preceding Interest Determination Date (though substituting, where a
different Margin or Maximum or Minimum Rate of Interest is to be
applied to the relevant Interest Period from that which applied to the last
preceding Interest Period, the Margin or Maximum or Minimum Rate of
Interest relating to the relevant Interest Period, in place of the Margin or
Maximum or Minimum Rate of Interest relating to that last preceding
Interest Period); and

if the Reference Rate from time to time in respect of Floating Rate Notes
is specified in the applicable Pricing Supplement as being other than
LIBOR or EURIBOR, the Rate of Interest in respect of such Notes will be
determined as provided in the applicable Pricing Supplement.
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(C) Screen Rate Determination for SIBOR Notes or Swap Rate Notes

U

In the case of a SIBOR Note:

(aa)

(cc)

(ee)

the Calculation Agent will, at or about the Relevant Time on the
relevant Interest Determination Date in respect of each Interest
Period, determine the Rate of Interest for such Interest Period
which shall be the offered rate for deposits in Singapore dollars for
a period equal to the duration of such Interest Period which
appears on Page ABSI on the monitor of the Bloomberg agency
under the caption “Swap Offer and SIBOR (ABSIRFIX)” and under
the column headed “SGD SIBOR” (or such other replacement page
thereof or such other Relevant Screen Page as may be provided
hereon) plus or minus (as indicated in the applicable Pricing
Supplement) the Margin (if any);

if on any Interest Determination Date, no such rate appears on the
Page ABSI (or such other replacement page thereof), the
Calculation Agent will determine the Rate of Interest for such
Interest Period which shall be the rate which appears on the
Reuters Screen ABSIRFIX01 Page under the caption “SIBOR AND
SWAP OFFER RATES-RATES AT 11:00 A.M. SINGAPORE TIME”
and under the column headed “SGD SIBOR” (or such other
replacement page thereof or such other Relevant Screen Page as
may be provided hereon) plus or minus (as indicated in the
applicable Pricing Supplement) the Margin (if any);

if no such rate appears on the Reuters Screen ABSIRFIX01 Page
(or such other replacement page thereof or such other Relevant
Screen Page as may be provided hereon) or if the Reuters Screen
ABSIRFIX01 Page (or such other replacement page thereof or
such other Relevant Screen Page as may be provided hereon) is
unavailable for any reason, the Calculation Agent will request the
principal Singapore offices of each of the Reference Banks to
provide the Calculation Agent with the rate at which deposits in
Singapore dollars are offered by it at approximately the Relevant
Time on the Interest Determination Date to prime banks in the
Singapore inter-bank market for a period equivalent to the duration
of such Interest Period commencing on such Interest Payment
Date in an amount comparable to the aggregate principal amount
of the relevant Floating Rate Notes. The Rate of Interest for such
Interest Period shall be the arithmetic mean (rounded up, if
necessary, to the nearest 1/16 per cent.) of such offered
quotations, as determined by the Calculation Agent plus or minus
(as indicated in the applicable Pricing Supplement) the Margin (if

any);

if on any Interest Determination Date, two but not all the Reference
Banks provide the Calculation Agent with such quotations, the
Rate of Interest for the relevant Interest Period shall be determined
in accordance with (cc) above on the basis of the quotations of
those Reference Banks providing such quotations; and

if on any Interest Determination Date, one only or none of the
Reference Banks provides the Calculation Agent with such
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quotation, the Rate of Interest for the relevant Interest Period shall
be the rate per annum which the Calculation Agent determines to
be the arithmetic mean (rounded up, if necessary, to the nearest
1/16 per cent.) of the prime lending rates for Singapore dollars
quoted by the Reference Banks at or about the Relevant Time on
such Interest Determination Date plus or minus (as indicated in the
applicable Pricing Supplement) the Margin (if any).

(I In the case of a Swap Rate Note:

(aa)

(bb)

(cc)

the Calculation Agent will, at or about the Relevant Time on the
relevant Interest Determination Date in respect of each Interest
Period, determine the Rate of Interest for such Interest Period
which shall be the Average Swap Rate for such Interest Period
(determined by the Calculation Agent as being the rate which
appears on Page ABSI on the monitor of the Bloomberg agency
under the caption “Swap Offer and SIBOR (ABSIRFIX)” under the
column headed “SGD SWAP OFFER?” (or such other page as may
replace Page ABSI for the purpose of displaying the swap rates of
leading reference banks or such other Relevant Screen Page as
may be provided hereon) at or about the Relevant Time on such
Interest Determination Date and for a period equal to the duration
of such Interest Period) plus or minus (as indicated in the
applicable Pricing Supplement) the Margin (if any);

if on any Interest Determination Date, no such rate appears on
Page ABSI on the monitor of the Bloomberg agency (or such other
replacement page thereof or such other Relevant Screen Page as
may be provided hereon), the Calculation Agent will determine the
Rate of Interest for such Interest Period which shall be the Average
Swap Rate for such Interest Period (determined by the Calculation
Agent as being the rate which appears on the Reuters Screen
ABSIRFIX01 Page under the caption “SIBOR AND SWAP OFFER
RATES — RATES AT 11:00 A.M. SINGAPORE TIME” and under the
column headed “SGD SWAP OFFER?” (or such other page as may
replace the Reuters Screen ABSIRFIX01 Page for the purpose of
displaying the swap rates of leading reference banks or such other
Relevant Screen Page as may be provided hereon) at or about the
Relevant Time on such Interest Determination Date and for a
period equal to the duration of such Interest Period) plus or minus
(as indicated in the applicable Pricing Supplement) the Margin (if

any);

if on any Interest Determination Date, no such rate is quoted on
Reuters Screen ABSIRFIX01 Page (or such other replacement
page thereof or such other Relevant Screen Page as may be
provided hereon) or if the Reuters Screen ABSIRFIX01 Page (or
such other replacement page thereof or such other Relevant
Screen Page as may be provided hereon) is unavailable for any
reason, the Calculation Agent will determine the Rate of Interest for
such Interest Period which shall be the Average Swap Rate for
such Interest Period (determined by the Calculation Agent as being
the rate (or, if there is more than one rate which is published, the
arithmetic mean of those rates (rounded up, if necessary, to four
decimal places)) for a period equal to the duration of such Interest
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Period published by a recognised industry body where such rate is
widely used (after taking into account the industry practice at that
time), or by such other relevant authority as the Calculation Agent
may select) plus or minus (as indicated in the applicable Pricing
Supplement) the Margin (if any); and

(dd) if on any Interest Determination Date, the Calculation Agent is
otherwise unable to determine the Rate of Interest under (aa), (bb)
or (cc) above, the Calculation Agent will request the principal
Singapore offices of the Reference Banks to provide the
Calculation Agent with quotations of their cost of funding (including
the cost occasioned by or attributable to complying with reserves,
liquidity, deposit or other requirements imposed on them by any
relevant authority or authorities) for the relevant Interest Period
and for an amount equal to the aggregate principal amount of the
relevant Floating Rate Notes for such Interest Period by whatever
means they determine to be most appropriate. If two or more of
such Reference Banks provide the Calculation Agent with such
offered quotations at or about 11.00 a.m. (Singapore time) on the
first business day following such Interest Determination Date, the
Rate of Interest for such Interest Period shall be the arithmetic
mean (rounded up, if necessary, to four decimal places) of such
offered quotations per annum (expressed as a percentage) as
determined by the Calculation Agent plus or minus (as indicated in
the applicable Pricing Supplement) the Margin (if any). If fewer
than two Reference Banks are providing offered quotations, the
Rate of Interest for the relevant Interest Period shall be the
arithmetic mean (rounded up, if necessary, to four decimal places)
of the rates per annum (expressed as a percentage) as
communicated to (and at the request of) the Calculation Agent by
the principal Singapore offices of the Reference Banks of their
prime lending rates for Singapore dollars at approximately 11.00
a.m. (Singapore time) on the relevant Interest Determination Date,
plus or minus (as indicated in the applicable Pricing Supplement)
the Margin (if any).

(iiiy Rate of Interest — Variable Rate Notes

(A)

(B)

Each Variable Rate Note bears interest at a variable rate determined in
accordance with the provisions of this Condition 5(b)(iii). The interest payable
in respect of a Variable Rate Note for each Interest Period relating to that
Variable Rate Note, which shall be payable on the first day of such Interest
Period, is referred to in this Conditions as the “Agreed Yield” and the rate of
interest payable in respect of a Variable Rate Note on the last day of an
Interest Period relating to that Variable Rate Note is referred to in these
Conditions as the “Rate of Interest”.

The Agreed Yield or, as the case may be, the Rate of Interest payable from
time to time in respect of each Variable Rate Note for each Interest Period,

subject as referred to in paragraph (D) below, shall be determined as follows:

(x) not earlier than 9.00 a.m. (Singapore time) on the ninth Business Day
nor later than 3.00 p.m. (Singapore time) on the fifth Business Day prior

65



(©)

(D)

to the commencement of each Interest Period, the Issuer and the
Relevant Dealer (as defined below) shall endeavour to agree on the
following:

(1) whether interest in respect of such Variable Rate Note is to be paid
on the first day or the last day of such Interest Period;

(2) if interest in respect of such Variable Rate Note is agreed between
the Issuer and the Relevant Dealer to be paid on the first day of
such Interest Period, an Agreed Yield in respect of such Variable
Rate Note for such Interest Period (and, in the event of the Issuer
and the Relevant Dealer so agreeing on such Agreed Yield, the
Rate of Interest for such Variable Rate Note for such Interest
Period shall be zero); and

(8) if interest in respect of such Variable Rate Note is agreed between
the Issuer and the Relevant Dealer to be paid on the last day of
such Interest Period, a Rate of Interest in respect of such Variable
Rate Note for such Interest Period (an “Agreed Rate”) and, in the
event of the Issuer and the Relevant Dealer so agreeing on an
Agreed Rate, such Agreed Rate shall be the Rate of Interest for
such Variable Rate Note for such Interest Period; and

(y) if the Issuer and the Relevant Dealer shall not have agreed either an
Agreed Yield or an Agreed Rate in respect of such Variable Rate Note
for such Interest Period by 3.00 p.m. (Singapore time) on the fifth
Business Day prior to the commencement of such Interest Period, or if
there shall be no Relevant Dealer during the period for agreement
referred to in (x) above, the Rate of Interest for such Variable Rate Note
for such Interest Period shall automatically be the Fall Back Rate.

The Issuer has undertaken to the Principal Paying Agent and the Calculation
Agent that it will as soon as possible after the Agreed Yield or, as the case
may be, the Agreed Rate in respect of any Variable Rate Note is determined
but not later than 10.30 a.m. (Singapore time) on the next following Business
Day:

(x) notify, or cause the Relevant Dealer to notify, the Principal Paying Agent
and the Calculation Agent in writing of the Agreed Yield or, as the case
may be, the Agreed Rate for such Variable Rate Note for such Interest
Period; and

(y) cause such Agreed Yield or, as the case may be, the Agreed Rate for
such Variable Rate Note to be notified by the Principal Paying Agent to
the relevant Noteholder at its request.

For the purposes of paragraph (B) above, the Rate of Interest for each
Interest Period for which there is neither an Agreed Yield nor Agreed Rate in
respect of any Variable Rate Note or no Relevant Dealer in respect of the
Variable Rate Note shall be the rate (the “Fall Back Rate”) determined by
reference to a Benchmark as stated on the face of such Variable Rate
Note(s), being (in the case of Variable Rate Notes which are denominated in
Singapore dollars) SIBOR (in which case such Variable Rate Note(s) will be
SIBOR Note(s)) or Swap Rate (in which case such Variable Rate Note(s) will
be Swap Rate Note(s)) or (in any other case or in the case of Variable Rate

66



Notes which are denominated in a currency other than Singapore dollars)
such other Benchmark as set out in the applicable Pricing Supplement for
such Variable Rate Note(s), in each case plus or minus (as indicated in the
applicable Pricing Supplement) the Margin (if any).

(E) The Fall Back Rate payable from time to time in respect of each Variable Rate
Note will be determined by the Calculation Agent in accordance with the
provisions of Condition 5(b)(ii)(C) above (mutatis mutandis) and references
therein to “Rate of Interest” shall mean “Fall Back Rate”.

(F) Ifinterest is payable in respect of a Variable Rate Note on the first day of an
Interest Period relating to such Variable Rate Note, the Issuer will pay the
Agreed Yield applicable to such Variable Rate Note for such Interest Period
on the first day of such Interest Period. If interest is payable in respect of a
Variable Rate Note on the last day of an Interest Period relating to such
Variable Rate Note, the Issuer will pay the Interest Amount for such Variable
Rate Note for such Interest Period on the last day of such Interest Period.

Minimum and/or Maximum Rate of Interest

If the applicable Pricing Supplement specifies a Minimum Rate of Interest for any
Interest Period, then, in the event that the Rate of Interest in respect of such
Interest Period determined in accordance with the provisions of Condition 5(b)(ii)
is less than such Minimum Rate of Interest, the Rate of Interest for such Interest
Period shall be such Minimum Rate of Interest.

If the applicable Pricing Supplement specifies a Maximum Rate of Interest for any
Interest Period, then, in the event that the Rate of Interest in respect of such
Interest Period determined in accordance with the provisions of Condition 5(b)(ii)
is greater than such Maximum Rate of Interest, the Rate of Interest for such
Interest Period shall be such Maximum Rate of Interest.

(c) Interest on Hybrid Notes

(i)

Interest Rate and Accrual

Each Hybrid Note bears interest on its calculation amount specified hereon (or, if
no such amount is so specified, the Specified Denomination) (the “Calculation
Amount”) from (and including) the Interest Commencement Date in respect
thereof and as shown on the face of such Note.

Fixed Rate Period

(A) In respect of the Fixed Rate Period shown on the face of such Note, each
Hybrid Note bears interest on its Calculation Amount from (and including) the
first day of the Fixed Rate Period at the rate per annum equal to the Rate of
Interest shown on the face of such Note payable in arrear on the Specified
Interest Payment Date(s) (each, an “Interest Payment Date”) shown on the
face of the Note in each year up to (and including) the last day of the Fixed
Rate Period if that date does not fall on an Interest Payment Date.

(B) The first payment of interest will be made on the Interest Payment Date next
following the first day of the Fixed Rate Period (and if the first day of the Fixed
Rate Period is not an Interest Payment Date, will amount to the Initial Broken
Amount shown on the face of such Note), unless the last day of the Fixed
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Rate Period falls before the date on which the first payment of interest would
otherwise be due. If the last day of the Fixed Rate Period is not an Interest
Payment Date, interest from (and including) the preceding Interest Payment
Date (or from the first day of the Fixed Rate Period, as the case may be) to
(and including) the last day of the Fixed Rate Period will amount to the Final
Broken Amount shown on the face of the Note.

During the Fixed Rate Period, interest shall be calculated in respect of any
period by applying the Rate of Interest to the aggregate outstanding nominal
amount of the Hybrid Notes (or, if they are Partly Paid Notes, the aggregate
amount paid up) and multiplying such sum by the applicable Day Count
Fraction, and rounding the resultant figure to the nearest sub-unit of the
relevant Specified Currency.

(i) Floating Rate Period

(A)

In respect of the Floating Rate Period shown on the face of such Note, each
Hybrid Note bears interest on its Calculation Amount from (and including) the
first day of the Floating Rate Period, and such interest will be payable in
arrear on each interest payment date (each an “Interest Payment Date”).
Such Interest Payment Date(s) is/are either specified hereon as Specified
Interest Payment Date(s) or, if no Specified Interest Payment Date(s) is/are
specified hereon, Interest Payment Date shall mean each date which falls on
the date following the number of months or other period specified as the
Interest Period in the applicable Pricing Supplement after the preceding
Interest Payment Date or, in the case of the first Interest Payment Date, after
the first day of the Floating Rate Period.

If a Business Day Convention is specified in the applicable Pricing
Supplement and (x) if there is no numerically corresponding day in the
calendar month on which an Interest Payment Date should occur or (y) if any
Interest Payment Date would otherwise fall on a day which is not a Business
Day, then, if the Business Day Convention specified is:

(1) the Floating Rate Convention, such Interest Payment Date (i) in the
case of (x) above, shall be the last day that is a Business Day in the
relevant month and the provisions of (bb) below shall apply mutatis
mutandis or (ii) in the case of (y) above, shall be postponed to the next
day which is a Business Day unless it would thereby fall into the next
calendar month, in which event (aa) such Interest Payment Date shall
be brought forward to the immediately preceding Business Day and (bb)
each subsequent Interest Payment Date shall be the last Business Day
in the month which falls in the Interest Period after the preceding
applicable Interest Payment Date occurred;

(2) the Following Business Day Convention, such Interest Payment Date
shall be postponed to the next day which is a Business Day;

(8) the Modified Following Business Day Convention, such Interest
Payment Date shall be postponed to the next day which is a Business
Day unless it would thereby fall into the next calendar month, in which
event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or
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(d)

(4) the Preceding Business Day Convention, such Interest Payment Date
shall be brought forward to the immediately preceding Business Day.

(B) The period from (and including) the first day of the Floating Rate Period to
(but excluding) the first Interest Payment Date and each successive period
from (and including) an Interest Payment Date to (but excluding) the next
succeeding Interest Payment Date is herein called an “Interest Period”.

(C) The provisions of Condition 5(b)(ii) (Rate of Interest — Floating Rate Notes)
shall apply to each Hybrid Note during the Floating Rate Period as though
references therein to Floating Rate Notes are references to Hybrid Notes.

Interest on Zero Coupon Notes

In the case of Zero Coupon Notes, references to the amount of interest payable (other
than as provided below), Coupons and Talons in these Conditions are not applicable.
Where a Zero Coupon Note becomes repayable prior to its Maturity Date and is not paid
when due, the amount due and payable in respect of such Note shall be the Early
Redemption Amount of such Note. Where a Zero Coupon Note is to be redeemed on its
Maturity Date, any overdue principal in respect of such Note shall bear interest at a rate
per annum (expressed as a percentage) equal to the Amortisation Yield specified on
such Note.

Determination of Rate of Interest and Calculation of Interest Amount

The Calculation Agent will, on or as soon as practicable after each time at which the
Rate of Interest is to be determined on each Floating Rate Note, Variable Rate Note or
Hybrid Note, determine the Rate of Interest for the relevant Interest Period and the
relevant Interest Payment Date. The Principal Calculation Agent will also calculate the
amount of interest (the “Interest Amount”) payable on each Floating Rate Note,
Variable Rate Note or Hybrid Note for the relevant Interest Period by applying the Rate
of Interest to its outstanding nominal amount (or, if they are Partly Paid Notes, the
aggregate amount paid up) and multiplying such sum by the applicable Day Count
Fraction, and rounding the resultant figure to the nearest sub unit of the relevant
Specified Currency.

The Calculation Agent shall notify the Trustee and the Principal Paying Agent of the
Rate of Interest for the relevant Interest Period, the Interest Amount and the relevant
Interest Payment Date as soon as practicable after determining the same but in any
event not later than four business days after each Interest Determination Date.

Notification of Rate of Interest and Interest Amount

The Principal Paying Agent will cause the Rate of Interest and each Interest Amount for
each Interest Period and the relevant Interest Payment Date to be notified to the Issuer
as soon as practicable after their determination but in no event later than the fourth
business day in the jurisdiction of the Principal Paying Agent (being a day (other than
a Saturday, Sunday or a gazetted public holiday) on which banks and foreign exchange
markets are open for general business in the jurisdiction of the Principal Paying Agent)
thereafter. Each Interest Amount and Interest Payment Date so notified may
subsequently be amended (or appropriate alternative arrangements made by way of
adjustment) in the event of an extension or shortening of the Interest Period. Any such
amendment will be promptly notified to each stock exchange or competent listing
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authority on or by which the relevant Floating Rate Notes, Variable Rate Notes or Hybrid
Notes are for the time being listed and to the Noteholders in accordance with Condition
15 (Notices).

Cessation of Interest

Each Note (or in the case of the redemption of part only of a Note, that part only of such
Note) will cease to bear interest (if any) from the due date for its final redemption
unless, upon due surrender of the relevant Note, payment of principal is improperly
withheld or refused.

Default Interest

If on or after the due date for payment of any sum in respect of the Notes, payment of
all or any part of such sum is not made against due presentation of the Notes or, as the
case may be, the Coupons, the Issuer shall pay interest on the amount so unpaid (as
well after as before judgment) from such due date up to the earlier of (i) day of actual
receipt by the relevant Noteholders or, as the case may be, Couponholders and (ii) the
day which is seven days after the Principal Paying Agent or the Trustee has notified the
Noteholders that it has received all sums due in respect of the Notes up to such seventh
day (except to the extent that there is any subsequent default in payment) in
accordance with Condition 15 (Notices). Such interest shall be at a rate per annum
determined by the Principal Paying Agent to be equal to two per cent. per annum above
(in the case of a Fixed Rate Note or a Hybrid Note during the Fixed Rate Period) the
Interest Rate applicable to such Note, (in the case of a Floating Rate Note or a Hybrid
Note during the Floating Rate Period) the Rate of Interest applicable to such Note or (in
the case of a Variable Rate Note) the variable rate by which the Agreed Yield applicable
to such Note is determined or, as the case may be, the Rate of Interest applicable to
such Note, or in the case of a Zero Coupon Note, as provided for in the relevant Pricing
Supplement. So long as the default continues then such rate shall be re-calculated on
the same basis at intervals of such duration as the Principal Paying Agent may select,
save that the amount of unpaid interest at the above rate accruing during the preceding
such period shall be added to the amount in respect of which the Issuer is in default and
itself bear interest accordingly. Interest at the rate(s) determined in accordance with this
paragraph shall be calculated on the Day Count Fraction shown on the face of the Note
and the actual number of days elapsed, shall accrue on a daily basis and shall be
immediately due and payable by the Issuer.

Calculation Agent

The Issuer shall procure that there shall at all times be one or more Calculation Agents
if provision is made for them hereon and for so long as any Note is outstanding (as
defined in the Trust Deed). Where more than one Calculation Agent is appointed in
respect of the Notes, references in these Conditions to the Calculation Agent shall be
construed as each Calculation Agent performing its respective duties under the
Conditions. If the Calculation Agent is unable or unwilling to act as such or if the
Calculation Agent fails duly to establish the Rate of Interest for an Interest Period or to
calculate any Interest Amount, or to comply with any other requirement, the Issuer shall
(with the prior approval of the Trustee or an Extraordinary Resolution of holders of the
Notes) appoint a leading bank or financial institution engaged in the inter-bank market
(or, if appropriate, money, swap or over-the-counter index options market) that is most
closely connected with the calculation or determination to be made by the Calculation
Agent (acting through its principal Singapore office or any other office actively involved
in such market) to act as such in its place. The Calculation Agent may not resign its
duties without a successor having been appointed as aforesaid.
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Certificates to be Final

All certificates, communications, opinions, determinations, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of the provisions of this
Condition 5 (Interest) whether by the Principal Paying Agent or the Calculation Agent,
shall (in the absence of wilful default, bad faith or manifest error) be binding on the
Issuer, the Trustee, the Principal Paying Agent, the Calculation Agent (if applicable), the
other Paying Agents and all Noteholders and Couponholders, and (in the absence as
aforesaid) no liability to the Issuer, the Trustee, the Noteholders and the Couponholders
shall attach to the Principal Paying Agent or the Calculation Agent (if applicable) in
connection with the exercise by it of its powers, duties and discretions pursuant to such
provisions.

Definitions

In these Conditions, unless the context otherwise requires, the following defined terms
shall have the meanings set out below:

“Day Count Fraction” means, in respect of the calculation of an amount of interest in
accordance with Condition 5 (/nterest) for any period of time (from and including the first
day of such period to but excluding the last day of such period) (whether or not
constituting an Interest Period, the “Calculation Period”):

(iy if “Actual/Actual (ICMA)” is specified in the applicable Pricing Supplement:

(A) in the case of Notes where the number of days in the relevant period from
(and including) the most recent Interest Payment Date (or, if none, the
Interest Commencement Date) to (but excluding) the relevant payment date
(the “Accrual Period”) is equal to or shorter than the Determination Period
during which the Accrual Period ends, the number of days in such Accrual
Period divided by the product of (1) the number of days in such Determination
Period and (2) the number of Determination Dates (as specified in the
applicable Pricing Supplement) that would occur in one calendar year; or

(B) in the case of Notes where the Accrual Period is longer than the
Determination Period during which the Accrual Period ends:

(1) the number of days in such Accrual Period falling in the Determination
Period in which the Accrual Period begins divided by the product of (x)
the number of days in such Determination Period and (y) the number of
Determination Dates (as specified in the applicable Pricing Supplement)
that would occur in one calendar year; and

(2) the number of days in such Accrual Period falling in the next
Determination Period divided by the product of (x) the number of days
in such Determination Period and (y) the number of Determination Dates
that would occur in one calendar year;

(i) if “Actual/Actual”’, “Actual/Actual (ISDA)” or “Actual/365” is specified in the
applicable Pricing Supplement, the actual number of days in the Calculation
Period divided by 365 (or, if any portion of that Calculation Period falls in a leap
year, the sum of (A) the actual number of days in that portion of the Calculation
Period falling in a leap year divided by 366 and (B) the actual number of days in
that portion of the Calculation Period falling in a non leap year divided by 365);

71



if “Actual/365 (Fixed)” is specified in the applicable Pricing Supplement, the
actual number of days in the Calculation Period divided by 365;

if “Actual/360” is specified in the applicable Pricing Supplement, the actual
number of days in the Calculation Period divided by 360;

if “30/360”, “360/360” or “Bond Basis” is specified in the applicable Pricing
Supplement, the number of days in the Calculation Period divided by 360
calculated on a formula basis as follows:

[[360 x (Yo, = Y)] + [30 x (My — My)] + (D, - Dy)]
360

Day Count Fraction =

where:

“Y,” is the year, expressed as a number, in which the first day of the Calculation
Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

“M,” is the calendar month, expressed as number, in which the day immediately
following the last day included in the Calculation Period falls;

“D,” is the first calendar day, expressed as a number, of the Calculation Period,
unless such number would be 31, in which case D1 will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last
day included in the Calculation Period, unless such number would be 31 and D1
is greater than 29, in which case D2 will be 30;

if “30E/360” or “Eurobond Basis” is specified in the applicable Pricing
Supplement, the number of days in the Calculation Period divided by 360
calculated on a formula basis as follows:

[[360 x (Y, - Y4)] + [30 x (My - My)] + (D, — D4)]
360

Day Count Fraction =

where:

“Y,” is the year, expressed as a number, in which the first day of the Calculation
Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;
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(vii)

(viii)

“D4” is the first calendar day, expressed as a number, of the Calculation Period,
unless such number would be 31, in which case D1 will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last
day included in the Calculation Period, unless such number would be 31, in which
case D2 will be 30;

if “‘30E/360 (ISDA)” is specified in the applicable Pricing Supplement, the number
of days in the Calculation Period divided by 360, calculated on a formula basis as
follows:

[[360 x (Y, = Y4)] + [30 x (My — My)] + (D, - Dy)]
360

Day Count Fraction =

where:

“Y,” is the year, expressed as a number, in which the first day of the Calculation
Period falls;

“Y,” is the year, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the first day of the
Calculation Period falls;

“M,” is the calendar month, expressed as a number, in which the day immediately
following the last day included in the Calculation Period falls;

“D4” is the first calendar day, expressed as a number, of the Calculation Period,
unless (i) that day is the last day of February or (ii) such number would be 31, in
which case D1 will be 30; and

“D,” is the calendar day, expressed as a number, immediately following the last
day included in the Calculation Period, unless (i) that day is the last day of
February but not the Maturity Date or (ii) such number would be 31, in which case
D2 will be 30;

such other day count fraction as specified in the applicable Pricing Supplement;

“Determination Period” means the period from (and including) an Interest
Determination Date to (but excluding) the next following Interest Determination
Date (including, where either the Interest Commencement Date or the final Interest
Payment Date is not an Interest Determination Date, the period commencing on
the first Interest Determination Date prior to, and ending on the first Interest
Determination Date falling after, such date);

“euro” means the currency of the member states of the European Union that adopt
the single currency in accordance with the Treaty establishing the European
Community, as amended from time to time;

“Euro-zone” means the region comprising member states of the European Union

that adopt the single currency in accordance with the Treaty establishing the
European Community, as amended;
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“Interest Commencement Date” means the Issue Date or such other date as may
be specified hereon;

“Interest Determination Date” means, with respect to a Rate of Interest and
Interest Period, the date specified as such hereon;

“Reference Banks” means, in the case of a determination of LIBOR, the principal
London office of four major banks in the London inter-bank market and, in the case
of a determination of EURIBOR, the principal Euro-zone office of four major banks
in the Euro-zone inter-bank market, in each case selected by the Calculation Agent
or as specified hereon and, in the case of a determination of SIBOR or SOR, the
principal Singapore office of three major banks in the Singapore inter-bank market;

“Reference Rate” means the rate specified as such hereon;

“Relevant Dealer’ means the Dealer party to the Programme Agreement referred
to in the Agency Agreement with whom the Issuer has concluded an agreement for
the issue of Notes pursuant to the Programme Agreement;

“Relevant Financial Centre” means the financial centre specified hereon or, if
none is so specified, Singapore;

“Relevant Screen Page” means such page, section, caption, column or other part
of a particular information service as may be specified hereon;

“Relevant Time” means, with respect to any Interest Determination Date, the local
time in the Relevant Financial Centre specified hereon or, if none is specified, the
local time in the Relevant Financial Centre at which it is customary to determine
bid and offered rates in respect of deposits in the Relevant Currency in the
interbank market in the Relevant Financial Centre or, if no such customary local
time exists, 11.00 a.m. in the Relevant Financial Centre and, for the purpose of this
definition “local time” means, with respect to the Euro-zone as a Relevant
Financial Centre, Central European Time;

“Specified Currency” means the currency specified as such hereon or, if none is
specified, the currency in which the Notes are denominated; and

“sub-unit” means, with respect to any currency the lowest amount of such
currency that is available as legal tender in the country of such currency and, with
respect to euro, means one cent.

6. REDEMPTION AND PURCHASE

(a)

Scheduled Redemption

Unless previously redeemed or purchased and cancelled as provided below, each Note
will be redeemed at its Redemption Amount specified in, or determined in the manner
specified in, the applicable Pricing Supplement in the relevant Specified Currency on
the Maturity Date specified hereon (in the case of a Note other than a Floating Rate
Note, Variable Rate Note or a Hybrid Note (during the Floating Rate Period)) or on the
Interest Payment Date falling in the Redemption Month specified hereon (in the case of
a Floating Rate Note, Variable Rate Note or a Hybrid Note (during the Floating Rate
Period)), subject as provided in Condition 7 (Payments).

74



(b)

Redemption for Taxation Reasons

The Notes may be redeemed at the option of the Issuer in whole, but not in part, at any
time (in the case of Notes other than Floating Rate Notes) or on any Interest Payment
Date (in the case of Floating Rate Notes), on giving not less than 30 nor more than 60
days’ notice to the Noteholders and the Principal Paying Agent in accordance with
Condition 15 (Notices) (which notice shall be irrevocable) at its Early Redemption
Amount, together with interest accrued to (but excluding) the date fixed for redemption,
if, immediately before giving such notice, the Issuer satisfies the Trustee that:

(i) it has or will become obliged to pay Additional Amounts as provided or referred to
in Condition 8 (Taxation) or a Guarantor would be unable for reasons outside its
control to procure that the Issuer is able to make payment and in making payment
itself would be required to pay Additional Amounts, in each case as a result of any
change in, or amendment to, the laws or regulations of a Relevant Taxing
Jurisdiction (as defined in Condition 8 (Taxation)), or any change in the application
or official interpretation of such laws or regulations, which change or amendment
becomes effective (A) with respect to the Issuer or any initial Guarantor, on or after
the Programme Establishment Date, or (B) with respect to any future Guarantor,
on or after the date such future Guarantor becomes a Guarantor; and

(ii) such obligation cannot be avoided by the Issuer (or, as the case may be, the
Guarantor) taking reasonable measures available to it,

provided that no such notice of redemption shall be given earlier than 90 days prior to
the earliest date on which the Issuer or such Guarantor would be obliged to pay such
Additional Amounts if a payment in respect of the Notes were then due, and provided
further that where any such requirements to pay such Additional Amounts are in
consequence of the laws and treaties of the PRC or any political subdivision or any
authority thereof or therein, the Issuer will be permitted to redeem the Notes in
accordance with the provisions above only if the rate of withholding or deduction in
respect of which such Additional Amounts are required is in excess of the Additional
Amounts that the Issuer would be required to pay if payments in respect of the Notes
were subject to deduction or withholding for PRC taxes at a rate of 10.0%.

Prior to the publication of any notice of redemption pursuant to this paragraph, the
Issuer shall deliver to the Trustee (x) a certificate signed by two Directors of the Issuer
stating that the obligation referred to in (ii) above cannot be avoided by the Issuer taking
reasonable measures available to it, and (y) an opinion of independent legal advisers
of recognised standing to the effect that the Issuer has or will become obliged to pay
such Additional Amounts as a result of such change or amendment, and the Trustee
shall be entitled to rely on and accept such certificate and opinion as sufficient evidence
of the satisfaction of the condition precedent set out in (ii) above in which event it shall
be conclusive and binding on the Noteholders.

Upon the expiry of any such notice as is referred to in this Condition 6(b) (Redemption
for Taxation Reasons), the Issuer shall be bound to redeem the Notes in accordance
with this Condition 6(b) (Redemption for Taxation Reasons).

Redemption upon Cessation or Suspension of Trading of Shares

If on any date, (i) the ordinary shares of the Issuer cease to be traded on the HKSE or
(ii) trading in the ordinary shares of the Issuer on the HKSE is suspended for a
continuous period of more than 10 market days (or, in the case of any suspension of

trading (x) pending the release of any announcement in respect of any matter not
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involving the matters described in Condition 10(g) which the lIssuer is required to
disclose under the Listing Rules of the HKSE, or (y) for purposes of compliance by the
Issuer under The Codes on Takeovers and Mergers and Share Buy-backs issued by the
Securities and Futures Commission in Hong Kong or under any insider trading laws and
regulations in Hong Kong, more than 40 market days), the Issuer shall, at the option of
the holder of any Note, redeem such Note at its Early Redemption Amount, together
with interest accrued to (but excluding) the date fixed for redemption on any date on
which interest is due to be paid on such Notes or, if earlier, the date falling 45 days after
the Effective Date (the “Suspension of Shares Redemption Date”).

The Issuer shall within seven days after the Effective Date, give notice to the Trustee,
the Principal Paying Agent and the Noteholders of the occurrence of the event specified
in this Condition 6(c) (provided that any failure by the Issuer to give such notice shall
not prejudice any Noteholder of such option). To exercise such option, the holder must
deposit such Note (together with all unmatured Coupons and unexchanged Talons, if
any) with the Principal Paying Agent at its specified office, together with an Exercise
Notice in the form obtainable from the Principal Paying Agent or the lIssuer (as
applicable) not later than 21 days after the Effective Date (the “Exercise Period”). Any
Note so deposited may not be withdrawn (except as provided in the Agency Agreement)
without the prior consent of the Issuer.

In this Condition 6(c):

(1) “Effective Date” means (in the case of (i) above) the date of cessation of trading
or (in the case of (ii) above) the business day immediately following the expiry of
such continuous period of 10 market days or 40 market days, as the case may be;

(2) “HKSE” means the The Stock Exchange of Hong Kong Limited; and
(8) “market days” means a day on which the HKSE is open for securities trading.
Redemption Upon a Change of Control

Upon a Change of Control, the Issuer shall, at the option of the holder of any Note,
redeem such Note at 101.0% of the Redemption Amount or (in the case of Zero Coupon
Notes) 101.0% of the Early Redemption Amount (as defined in Condition 6(i) below),
together with interest accrued to (but excluding) the date fixed for redemption on the
date falling 45 days after a Change of Control (the “Change of Control Redemption
Date”).

The Issuer shall within seven days after a Change of Control, give notice (the “Change
of Control Notice”) to the Trustee, the Principal Paying Agent and the Noteholders of
the occurrence of the event specified in this Condition 6(d) and the Change of Control
Redemption Date (provided that any failure by the Issuer to give such notice shall not
prejudice any Noteholder of such option). To exercise such option, the holder must
deposit such Note (together with all unmatured Coupons and unexchanged Talons, if
any) with the Principal Paying Agent at its specified office, together with an Exercise
Notice in the form obtainable from the Principal Paying Agent or the lIssuer (as
applicable) not later than 21 days after the Change of Control Notice is given (the
“Exercise Period”). Any Note so deposited may not be withdrawn (except as provided
in the Agency Agreement) without the prior consent of the Issuer.

76



(e)

Redemption at the Option of the Issuer

If the Issuer is specified in the applicable Pricing Supplement as having an option to
redeem the Notes, the Issuer may, at any time during the Redemption Option Period,
having given not less than 30 nor more than 60 days’ notice to the Noteholders in
accordance with Condition 15 (Notices) (which notices shall be irrevocable and shall
specify the date fixed for redemption), redeem the Notes on the Optional Redemption
Date(s) and at the Optional Redemption Amount(s) specified in, or determined in the
manner specified in, the applicable Pricing Supplement together, if appropriate, with
interest accrued to (but excluding) the Optional Redemption Date(s). Any such
redemption must be of a nominal amount equal to the Minimum Redemption Amount or
a Maximum Redemption Amount, in each case as indicated in the applicable Pricing
Supplement. In the case of a partial redemption of Notes, the serial numbers of the
Notes to be redeemed will be published in accordance with Condition 15 (Notices) not
less than 15 days prior to the date fixed for redemption. The Notes shall be selected for
redemption in such place as the Trustee may approve and in such manner as it deems
appropriate, subject to all applicable laws. So long as the Notes are listed on any Stock
Exchange (as defined in the Trust Deed), the Issuer shall comply with the rules of such
Stock Exchange in relation to the publication of any purchase of such Notes.

Redemption at the Option of the Noteholders

If the Noteholders are specified in the applicable Pricing Supplement as having an
option to redeem, the Issuer will, at the option of the holder of any Note, redeem such
Note on the Optional Redemption Date and at the Optional Redemption Amount
specified in, or determined in the manner specified in, the applicable Pricing
Supplement, together, if appropriate, with interest accrued to (but excluding) the
Optional Redemption Date.

To exercise the right to require redemption of this Note the holder of this Note must
deliver, at the Specified Office of any Paying Agent at any time during normal business
hours of such Paying Agent on a Business Day that is not less than five nor more than
10 days prior to the Optional Redemption Date falling within the Redemption Option
Period specified in the relevant Pricing Supplement, a duly completed and signed
redemption notice (a “Put Notice”) in the form obtainable from the Specified Office of
any Paying Agent and in which the holder must specify a bank account (or, if payment
is required to be made by cheque, an address) to which payment is to be made under
this Condition accompanied by this Note or evidence satisfactory to the Paying Agent
concerned that this Note will, following delivery of the relevant Put Notice, be held to its
order or under its control.

If this Note is represented by a Global Note, to exercise the right to require redemption
of this Note the holder of this Note must, within the notice period, give notice to the
relevant Paying Agent of such exercise in accordance with the standard procedures of
Euroclear, Clearstream, Luxembourg, CDP and CMU (which may include notice being
given on his instruction by Euroclear or Clearstream, Luxembourg or any common
depositary for them, or by CDP to the Principal Paying Agent by electronic means or by
CMU to the CMU Lodging and Paying Agent) in a form acceptable to Euroclear,
Clearstream, Luxembourg, CDP and CMU from time to time and, if this Note is
represented by a Global Note, at the same time present or procure the presentation of
the relevant Global Note to the relevant Paying Agent for notation accordingly.
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(9)

(i)

Purchase of Variable Rate Note at the Option of the Noteholder

Each Noteholder shall have the option to have all or any of his Variable Rate Notes
purchased by the Issuer at their Redemption Amount on any Interest Payment Date and
the Issuer will purchase such Variable Rate Notes accordingly. To exercise such option,
a Noteholder shall deposit any Variable Rate Notes to be purchased with the Principal
Paying Agent at its specified office together with all Coupons and any unexchanged
Talons, if any, relating to such Variable Rate Notes which mature after the date fixed for
purchase, together with a duly completed option exercise notice in the form obtainable
from the Principal Paying Agent within the Noteholders’ VRN Purchase Option Period
shown on the face hereof. Any Variable Rate Notes so deposited may not be withdrawn
(except as provided in the Agency Agreement) without the prior consent of the Issuer.
Such Variable Rate Notes may be held, resold or surrendered to the Principal Paying
Agent for cancellation. The Variable Rate Notes so purchased, while held by or on
behalf of the Issuer, shall not entitle the holder to vote at any meetings of the
Noteholders and shall not be deemed to be outstanding for the purposes of calculating
quorums at meetings of the Noteholders or for the purposes of Conditions 10 (Events
of Default), 11 (Enforcement) and 12 (Meetings of Noteholders, Modifications and
Waivers).

Purchase

The Issuer or any of its Subsidiaries may at any time purchase or procure others to
purchase for its account Notes (provided that they are purchased together with all
unmatured Coupons and unexchanged Talons, if any, relating to them) in the open
market or otherwise and at any price, provided that in any such case such purchase or
purchases is in compliance with all relevant laws, regulations and directives.

The Notes so purchased may be held or resold or surrendered for cancellation at the
option of the Issuer or otherwise, as the case may be in compliance with Condition 6(j)
(Cancellation of Notes) below. The Notes so purchased, while held by or on behalf of
the Issuer or any such Subsidiary, shall not entitle the holder to vote at any meeting of
the Noteholders and shall not be deemed to be outstanding for the purposes of
calculating quorums at meetings of the Noteholders or for the purposes of Condition
12(a) (Meetings of Noteholders). Any purchase by tender shall be made available to all
Noteholders alike.

For the purposes of these Conditions, “directive” includes any present or future
directive, regulation, request, requirement, rule or credit restraint programme of any
relevant agency, authority, central bank department, government, legislative, minister,
ministry, official public or statutory corporation, self-regulating organisation, or stock
exchange.

Early Redemption Amount for Zero Coupon Notes

(i) The Early Redemption Amount in respect of any Zero Coupon Note, the Early
Redemption Amount of which is not linked to an index and/or formula, upon
redemption of such Note pursuant to Condition 6(b) (Redemption for Taxation
Reasons) or Condition 6(c) (Redemption upon Cessation or Suspension of Trading
of Shares) or Condition 6(d) (Redemption Upon a Change of Control), or upon its
becoming due and payable as provided in Condition 10 (Events of Default), shall
be the Amortised Face Amount (calculated as provided below) of such Note unless
otherwise specified hereon.
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(ii) Subject to the provisions of sub-paragraph (iii) below, the Amortised Face Amount
of any such Note shall be the scheduled Redemption Amount of such Note on the
Maturity Date discounted at a rate per annum (expressed as a percentage) equal
to the Amortisation Yield (which, if none is shown hereon, shall be such rate as
would produce an Amortised Face Amount equal to the issue price of the Notes if
they were discounted back to their issue price on the Issue Date) compounded
annually.

(iii) If the Early Redemption Amount payable in respect of any such Note upon its
redemption pursuant to Condition 6(b) (Redemption for Taxation Reasons) or
Condition 6(c) (Redemption upon Cessation or Suspension of Trading of Shares),
or 101% of the Early Redemption Amount payable in respect of any such Note
upon its redemption pursuant to Condition 6(d) (Redemption Upon a Change of
Control), or the Early Redemption Amount payable in respect of such Note upon
its becoming due and payable as provided in Condition 10 (Events of Default), in
each case is not paid when due, the Early Redemption Amount in respect of such
Note shall be the Amortised Face Amount of such Note as defined in sub-
paragraph (ii) above, except that such sub-paragraph shall have effect as though
the date on which the Note becomes due and payable were the Relevant Date. The
calculation of the Amortised Face Amount in accordance with this sub-paragraph
will continue to be made (as well after as before judgment) until the Relevant Date,
unless the Relevant Date falls on or after the Maturity Date, in which case the
amount due and payable shall be calculated based on the scheduled Redemption
Amount of such Note on the Maturity Date together with any interest which may
accrue in accordance with Condition 5(c) (Interest on Zero Coupon Notes).

Where such calculation is to be made for a period of less than one year, it shall be made
on the basis of the Day Count Fraction shown on the face of the Note.

Early Redemption Amount for Notes Other Than Zero Coupon Notes

The Early Redemption Amount payable in respect of any Note other than a Zero Coupon
Note shall be as specified in the relevant Pricing Supplement.

Cancellation of Notes

All Notes together with all unmatured Coupons and unexchanged Talons, if any, which
are redeemed pursuant to Conditions 6(b) (Redemption for Taxation Reasons) to 6(f)
(Redemption at the Option of the Noteholders) or submitted for cancellation pursuant to
Condition 6(g) (Purchase of Variable Rate Notes at the Option of the Noteholders) or
Condition 6(h) (Purchase) will be cancelled and may not be reissued or resold.

PAYMENTS

(a)

Bearer Notes

(i) Principal and Interest
Payment of principal and interest in respect of each Bearer Note will, subject as
mentioned below, be made against presentation and surrender of the relevant

Bearer Note or Coupon, as the case may be, at the Specified Office of the Principal
Paying Agent:
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(A)

(B)

(©)

(D)

(E)

in respect of payments denominated in U.S. dollars, at the option of the
holder, either by a U.S. dollar cheque drawn on, or by transfer to a U.S. dollar
account maintained by the payee with, a bank outside the United States of
America;

in respect of payments denominated in euro, at the option of the holder, either
by a euro cheque drawn on, or by transfer to a euro account maintained by
the payee with, a bank in the principal financial centre of any member state
of the European Union;

in respect of payments of denominated in Renminbi, by transfer to a
Renminbi account maintained by the payee with a bank in Hong Kong or
Singapore that processes payments in Renminbi, except that payments of the
U.S. Dollar Equivalent of the relevant Renminbi amount, determined in
accordance with Condition 7(h) (Payment of U.S. Dollar Equivalent), shall be
made by transfer to an account maintained by the payee with a bank outside
the United States of America;

in respect of payments denominated in a Specified Currency other than U.S.
dollars, euro or Renminbi, at the option of the holder, either by a cheque
denominated in such Specified Currency drawn on, or by transfer to an
account in such Specified Currency maintained by the payee with, a bank in
the Relevant Financial Centre of such Specified Currency; or

as may otherwise be specified on such Note.

Unmatured Coupons and Unexchanged Talons

(A)

(B)

(©)

(D)

Fixed Rate Notes and Hybrid Notes should be surrendered for payment
together with all unmatured Coupons (if any) relating to such Notes (and, in
the case of Hybrid Notes, relating to interest payable during the Fixed Rate
Period), failing which an amount equal to the face value of each missing
unmatured Coupon (or, in the case of payment not being made in full, that
proportion of the amount of such missing unmatured Coupon which the sum
of principal so paid bears to the total principal due) will be deducted from the
relevant amount due for payment. Any amount so deducted will be paid in the
manner mentioned above against surrender of such missing Coupon within a
period of five years from the Relevant Date for the payment of such principal
(whether or not such Coupon has become void pursuant to Condition 9
(Prescription)).

Subject to the provisions of the relevant Pricing Supplement upon the due
date for redemption of any Floating Rate Note, Variable Rate Note or Hybrid
Note, unmatured Coupons relating to such Note (and, in the case of Hybrid
Notes, relating to interest payable during the Floating Rate Period) (whether
or not attached) shall become void and no payment shall be made in respect
of them.

Upon the due date for redemption of any Note, any unexchanged Talon
relating to such Note (whether or not attached) shall become void and no
Coupon shall be delivered in respect of such Talon.

Where any Floating Rate Note, Variable Rate Note or Hybrid Note is

presented for redemption without all unmatured Coupons relating to it, and
where any Note is presented for redemption without any unexchanged Talon
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(iii)

relating to it (and, in the case of Hybrid Notes, relating to interest payable
during the Floating Rate Period), redemption of such Note shall be made only
against the provision of such indemnity as the Issuer may require.

(E) If the due date for redemption or repayment of any Note is not a due date for
payment of interest, interest accrued from the preceding due date for
payment of interest or the Interest Commencement Date, as the case may be,
shall only be payable against presentation (and surrender if appropriate) of
the relevant Note.

Talons

If specified hereon, on or after the Interest Payment Date for the final Coupon
forming part of the Coupon sheet issued in respect of any Note, the Talon forming
part of such Coupon sheet may be surrendered at the specified office of the
Principal Paying Agent on any business day in exchange for a further Coupon
sheet (but excluding any Coupons which may have become void pursuant to
Condition 9 (Prescription)) and, if necessary, another Talon for a further Coupon
sheet.

(b) Registered Notes

(i)

Principal and Interest

Payment of principal and interest in respect of each Registered Note will be made
to the person shown in the Register at the close of business on the Record Date
(as defined below) and, in the case of payment of principal, subject to the
surrender (or, in the case of part payment only, endorsement) of the relevant Note
Certificate at the Specified Office of the Registrar or of any Paying Agent:

(A) inrespect of payments denominated in euro, at the option of the holder, either
by a euro cheque drawn on, or by transfer to a euro account maintained by
the payee with, a bank in the principal financial centre of any member state
of the European Union;

(B) in respect of payments of denominated in Renminbi, by transfer to a
Renminbi account maintained by the payee with a bank in Hong Kong or
Singapore that processes payments in Renminbi, except that payments of the
U.S. Dollar Equivalent of the relevant Renminbi amount, determined in
accordance with Condition 7(h) (Payment of U.S. Dollar Equivalent), shall be
made at the option of the holder, either by a cheque denominated in U.S.
dollars drawn on, or by transfer to an account in U.S. dollars maintained by
the payee with, a bank in New York City or outside the United States of
America;

(C) inrespect of payments denominated in a Specified Currency other than euro
or Renminbi, at the option of the holder, either by a cheque denominated in
such Specified Currency drawn on, or by transfer to an account in such
Specified Currency maintained by the payee with, a bank in the Relevant
Financial Centre of such Specified Currency; or

(D) as may otherwise be specified on such Note.
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All such cheques shall be mailed to the holder of the relevant Note at his address
appearing in the Register. However, upon application by the holder to the
Specified Office of the Registrar or any Paying Agent not less than 15 days before
the due date for any payment in respect of a Note, such payment may be made by
transfer to, in respect of payments denominated in euro, a euro account
maintained by the payee with a bank in the principal financial centre of any
member state of the European Union, or in respect of payments denominated in a
Specified Currency other than euro or Renminbi, an account in such Specified
Currency maintained by the payee with a bank in the Relevant Financial Centre of
such Specified Currency.

(i) Record Date

“Record Date” means the fifteenth day before the due date for the relevant
payment.

So long as the Notes are represented by a Global Certificate and the Global
Cetrtificate is registered in the name of, or in the name of a nominee of, a common
depositary for Euroclear and/or Clearstream, Luxembourg, the “Record Date” for
such Notes shall be the close of business on the Business Day before the due date
for such payment.

(iii) Payments

Where payment is to be made by cheque, the cheque will be mailed, on the
business day preceding the due date for payment or, in the case of payments
referred of principal, if later, on the business day on which the relevant Note
Certificate is surrendered (or endorsed as the case may be) as specified in
Condition 7(b)(i) (Principal and Interest (Registered Notes)) at the risk and, if
mailed at the request of the holder otherwise than by ordinary mail, expense of the
holder.

Where payment is to be made by transfer to a bank account, payment instructions
(for value the due date, or, if the due date is not a business day, for value the next
succeeding business day) will be initiated, in the case of principal, on the later of
the due date for payment and the day on which the relevant Note Certificate is
surrendered (or, in the case of part payment only, endorsed) and, in the case of
interest and other amounts on the due date for payment.

Notes Held in the CMU

Payments of principal, premium and interest in respect of Notes held in the CMU will be
made to the person(s) for whose account(s) interests in the relevant Note are credited
as being held with the CMU in accordance with the CMU Rules at the relevant time as
notified to the CMU Lodging and Paying Agent by the CMU in a relevant CMU
Instrument Position Report or any other relevant notification by the CMU, which
notification shall be conclusive evidence of the records of the CMU (save in the case of
manifest error) and payment made in accordance thereof shall discharge the
obligations of the Issuer in respect of that payment. Each of such persons must look
solely to the CMU Lodging and Paying Agent for his share of each payment so made by
the Issuer in respect of such Notes.
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(d)

Agents

The names of the initial Principal Paying Agent, the Transfer Agent and the Registrar
and their Specified Offices are set out below. The Issuer and each Guarantor reserve
the right under the Agency Agreement at any time by giving to the Principal Paying
Agent and any other agent concerned at least 60 days’ prior written notice, which notice
shall expire at least 30 days before or after any due date for payment in respect of the
Notes, to vary or terminate the appointment of or remove any Paying Agent, Transfer
Agent or Registrar and to appoint successor or additional Paying Agents, Transfer
Agents or Registrars, provided that it will at all times maintain:

(i) a Principal Paying Agent and a Transfer Agent;
(ii) one or more Calculation Agents where the Conditions so require;

(iii) for so long as any of the Notes is listed on the SGX-ST and the rules of the
SGX-ST so require, a Paying Agent and a Transfer Agent with a Specified Office
in Singapore;

(iv) a Paying Agent and a Transfer Agent with a Specified Office in a European Union
member state that will not be obliged to withhold or deduct tax pursuant to
European Union Council Directive 2003/48/EC on the taxation of savings income
in the form of interest payments or any law implementing or complying with, or
introduced in order to conform to, such Directive;

(v) a CMU Lodging and Paying Agent in relation to Notes cleared through the CMU;
and

(vi) a Registrar in relation to Registered Notes.

Notice of any such removal or appointment and of any change in the Specified Office
of any Paying Agent, Transfer Agent or Registrar will be given to Noteholders in
accordance with Condition 15 (Notices) as soon as practicable.

Payments subject to Fiscal Laws

All payments in respect of the Notes are subject in all cases to any applicable fiscal or
other laws and regulations in the place of payment, but without prejudice to the
provisions of Condition 8 (Taxation). No commissions or expenses shall be charged to
the Noteholders in respect of such payments.

Delay in Payment

Noteholders will not be entitled to any interest or other payment in respect of any delay
in payment resulting from (i) the due date for payment not being a business day or (ii)
a cheque mailed in accordance with this Condition 7 (Payments) arriving after the due
date for payment or being lost in the mail.

Payment Day
If the date for payment of any amount in respect of any Note is not a Business Day, the
holder thereof shall not be entitled to payment until the next following Business Day in

the relevant place and shall not be entitled to further interest or other payment in
respect of such delay. Interpretation of Principal and Interest.

83



Any reference in these Conditions to principal in respect of the Notes shall be deemed
to include, as applicable:

(i) any Additional Amounts which may be payable with respect to principal under
Condition 8 (Taxation);

(i) the Redemption Amount of the Notes;
(iii) the Early Redemption Amount of the Notes;
(iv) the Optional Redemption Amount(s) (if any) of the Notes;

(v) inrelation to Notes redeemable in part, the Minimum Redemption Amount and the
Maximum Redemption Amount;

(vi) in relation to Notes redeemable in instalments, the Instalment Amounts;

(vii) in relation to Zero Coupon Notes, the Early Redemption Amount (as defined in
Condition 6(i)); and

(viii) any premium and any other amounts (other than interest) which may be payable
by the Issuer under or in respect of the Notes.

Any reference in these Conditions to interest in respect of the Notes shall be deemed
to include, as applicable, any Additional Amounts which may be payable with respect to
interest under Condition 8 (Taxation).

Payment of U.S. Dollar Equivalent

Notwithstanding any other provision in these Conditions, if an Inconvertibility, Non-
Transferability or Illiquidity occurs or if Renminbi is otherwise not available to the Issuer
as a result of circumstances beyond its control and such unavailability has been
confirmed by a Renminbi Dealer, following which the Issuer is unable to satisfy
payments of principal, premium or interest (in whole or in part) in respect of Notes when
due in Renminbi, the Issuer on giving not less than 10 days’ nor more than 30 days’
irrevocable notice to Noteholders prior to the due date for payment may settle any such
payment (in whole or in part) in U.S. dollars on the due date at the U.S. Dollar
Equivalent of any such Renminbi denominated amount. The due date for payment shall
be the originally scheduled due date or such postponed due date as shall be specified
in the notice referred to above, which postponed due date may not fall more than 20
days after the originally scheduled due date. Interest on such Notes will continue to
accrue up to but excluding any such date for payment of principal.

In such event, payments of the U.S. Dollar Equivalent of the relevant Renminbi amount
shall be made in accordance with Condition 7(a)(i) or Condition 7(b)(i), as the case may
be, and, in addition, in the case of Notes that are held in the CMU, in accordance with
Condition 7(c) (Notes Held in the CMU). For the avoidance of doubt, no such payment
shall by itself constitute a default in payment within the meaning of Condition 10 (Events
of Default).
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For the purposes of the Conditions:

“Governmental Authority” means any de facto or de jure government (or any agency
or instrumentality thereof), court, tribunal, administrative or other governmental
authority or any other entity (private or public) charged with the regulation of the
financial markets (including the central bank) of Hong Kong.

“lliquidity” means the general Renminbi exchange market in Hong Kong becomes
illiquid as a result of which the Issuer cannot obtain sufficient Renminbi in order to
satisfy its obligation to pay principal, premium or interest in respect of the Notes, other
than as a result of an event of Inconvertibility or Non-Transferability, as determined by
the Issuer in good faith and in a commercially reasonable manner following consultation
with two Renminbi Dealers.

“Inconvertibility” means the occurrence of any event that makes it impossible (where
it had previously been possible) for the Issuer to convert any amount due in respect of
Notes denominated in Renminbi in the general Renminbi exchange market in Hong
Kong, other than where such impossibility is due solely to the failure of the Issuer to
comply with any law, rule or regulation enacted by any Governmental Authority (unless
such law, rule or regulation is enacted after the Issue Date and it is impossible for the
Issuer, due to an event beyond its control, to comply with such law or regulation).

“Non-Transferability” means the occurrence of any event that makes it impossible for
the Issuer to deliver Renminbi between accounts inside Hong Kong or from any account
inside Hong Kong to an account outside Hong Kong, other than where such
impossibility is due solely to the failure of the Issuer to comply with any law, rule or
regulation enacted by any Governmental Authority (unless such law, rule or regulation
is enacted after the Issue Date and it is impossible for the Issuer, due to an event
beyond its control, to comply with such law or regulation).

“Rate Calculation Business Day” means a day (other than a Saturday, Sunday or
gazetted public holiday) on which commercial banks are open for general business
(including dealings in foreign exchange) in Hong Kong and in New York.

“Rate Calculation Date” means the day which is five Rate Calculation Business Days
before the due date for payment of the relevant Renminbi amount under the Conditions.

“Renminbi Dealer” means an independent foreign exchange dealer of international
repute active in the Renminbi exchange market in Hong Kong reasonably selected by
the Issuer.

“RMB Rate Calculation Agent” means the agent appointed from time to time by the
Issuer for the determination of the Spot Rate or identified as such in the relevant Pricing
Supplement.

“Spot Rate” for a Rate Calculation Date means the spot CNY/U.S. dollar exchange rate
for the purchase of U.S. dollars with Renminbi in the over-the-counter Renminbi
exchange market in Hong Kong for settlement on the relevant due date for payment, as
determined by the RMB Rate Calculation Agent at or around 11:00 a.m. (Hong Kong
time) on such Rate Calculation Date, on a deliverable basis by reference to Reuters
Screen Page CNHFIX=. If such rate is not available, the RMB Rate Calculation Agent
will determine the Spot Rate at or around 11:00 a.m. (Hong Kong time) on the Rate
Calculation Date as the most recently available CNY/U.S. dollar official fixing rate for
settlement on the relevant due date for payment reported by The State Administration
of Foreign Exchange of the PRC, which is reported on the Reuters Screen Page
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RMB=SAEC. Reference to a page on the Reuters Screen means the display page so
designated on the Reuter Monitor Money Rates Service (or any successor service) or
such other page as may replace that page for the purpose of displaying a comparable
currency exchange rate.

“U.S. Dollar Equivalent” of a Renminbi amount means the relevant Renminbi amount
converted into U.S. dollars using the Spot Rate for the relevant Rate Calculation Date
as determined by the RMB Rate Calculation Agent at or around 11:00 a.m. (Hong Kong
time) on the Rate Calculation Date and promptly notified to the Issuer, the Guarantors,
the Trustee and the Paying Agents.

All notifications, opinions, determinations, certificates, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of the provisions of this
Condition 7(h) by the RMB Rate Calculation Agent will, in the absence of manifest error)
be binding on the Issuer, the Guarantors, the Trustee, the Agents and all Noteholders.

These provisions may be amended or supplemented in the relevant Pricing
Supplement.

TAXATION

All payments of principal, premium, if any and interest in respect of the Notes or under any
Guarantee shall be made free and clear of, and without withholding or deduction for, any
taxes, duties, assessments or governmental charges of whatsoever nature imposed, levied,
collected, withheld or assessed by or within any jurisdiction in which the Issuer or an
applicable Guarantor is incorporated, established or resident for tax purposes (or any
political subdivision or any authority thereof or therein having power to tax) (each, as
applicable, a “Relevant Taxing Jurisdiction”) or any jurisdiction (including Singapore)
through which payments are made (or any political subdivision or any authority thereof or
therein having power to tax) (together with each Relevant Taxing Jurisdiction, as applicable,
a “Relevant Jurisdiction”), unless such withholding or deduction is required by law. In that
event, the Issuer or, as the case may be, the applicable Guarantor shall pay such additional
amounts (the “Additional Amounts”) as will result in the receipt by the Noteholders of such
amounts as would have been received by them if no such withholding or deduction had been
required, except that no such Additional Amounts shall be payable in respect of any Note or
(if applicable) Coupon:

(a) Bearer Notes
In the case of Bearer Notes or Coupons:

(i) to orto a party on behalf of a holder where such holder is subject to such taxes,
duties, assessments or governmental charges by reason of his being connected
with a Relevant Jurisdiction otherwise than by reason only of the holding of such
Bearer Note or Coupon or the receipt of any sums due in respect of such Bearer
Note or Coupon (including, without limitation, the holder being a resident of, or a
permanent establishment in, a Relevant Jurisdiction); or

(ii) the relevant Bearer Note or Coupon is surrendered for payment more than 30 days
after the Relevant Date (as defined below) except to the extent that the holder of
it would have been entitled to such Additional Amounts on surrendering such
Bearer Note or Coupon for payment on the last day of such period of 30 days; or
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10.

(b) Registered Notes
In the case of Registered Notes:

(i) to orto a party on behalf of a holder where such holder is subject to such taxes,
duties, assessments or governmental charges by reason of his being connected
with a Relevant Jurisdiction otherwise than by reason only of the holding of such
Registered Note or the receipt of any sums due in respect of such Registered Note
(including, without limitation, the holder being a resident of, or a permanent
establishment in, a Relevant Jurisdiction); or

(ii) if the relevant Note Certificate in respect of such Registered Note is required to be
surrendered and is surrendered more than 30 days after the Relevant Date (as
defined below) except to the extent that the holder of it would have been entitled
to such Additional Amounts on surrendering such Note Certificate for payment on
the last day of such period of 30 days.

“Relevant Date” means whichever is the later of (i) the date on which such payment first
becomes due and (ii) if the full amount payable has not been received in by the Principal
Paying Agent or the Trustee on or prior to such due date, the date on which notice is
given to the Noteholders that the full amount have been so received and available for
payment. Any reference in these Conditions to references to “principal” shall be
deemed to include any premium payable in respect of the Notes, all Redemption
Amounts, Early Redemption Amounts and all other amounts in the nature of principal
payable pursuant to Condition 6 (Redemption and Purchase), “interest” shall be
deemed to include all Interest Amounts and all other amounts payable pursuant to
Condition 5 (Interest) and any reference to “principal” and/or “premium” and/or
“Redemption Amounts” and/or “interest” and/or “Early Redemption Amounts” shall
be deemed to include any Additional Amounts which may be payable under these
Conditions.

PRESCRIPTION

Claims in respect of the Notes and the Coupons (which, for this purpose does not include
Talons) will become void unless the relevant Note is surrendered for payment as required by
Condition 7 (Payments) within a period of five years from the appropriate Relevant Date.

EVENTS OF DEFAULT

The Trustee at its discretion may, and if so requested in writing by the holders of not less than
25.0% in principal amount of the Notes then outstanding or if so directed by an Extraordinary
Resolution (subject in each case to being indemnified or secured or pre-funded to its
satisfaction) shall, give notice to the Issuer that the Notes are and they shall immediately
become due and repayable at its Early Redemption Amount together, if appropriate, with
accrued interest thereon, if any of the following events (each, an “Event of Default”) occurs:

(a) Non payment

The Issuer or any Guarantor, as the case may be, fails to pay any amount of principal
or premium, or Redemption Amount (whether becoming due and payable upon
redemption or otherwise) or Early Redemption Amount (in the case of Zero Coupon
Notes) in respect of the Notes on the due date for payment when the same becomes
due and payable either at maturity, by declaration or otherwise; or the Issuer or any
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Guarantor, as the case may be, is in default with respect to the payment of interest or
any Additional Amount payable in respect of any of the Notes and such default in
respect of interest or Additional Amounts continues for a period of five business days;

Breach of other obligations

The Issuer or any Guarantor, as the case may be, defaults in the performance or
observance of any of its other obligations under the Notes or the Issue Documents and
such default (i) is incapable of remedy or (ii) being a default which is capable of remedy,
remains unremedied for 14 days after the Trustee has given written notice thereof,
addressed to the Issuer and the Guarantors;

Breach of Representation and Warranties

Any representation, warranty or statement by the Issuer or any Guarantor in any of the
Issue Documents or any of the Notes or in any document delivered under any of the
Issue Documents or any of the Notes is not complied with in any respect or is or proves
to have been incorrect in any respect when made or deemed repeated, and the event
resulting in such default (i) is incapable of remedy or (ii) being a default which is capable
of remedy, remains unremedied for 14 days after the Trustee has given written notice
thereof, addressed to the Issuer and the Guarantors;

Cross Default

(i) Any present or future indebtedness (other than Indebtedness represented by the
Notes) of the Issuer, any of the Guarantors or any of the Principal Subsidiaries in
respect of borrowed moneys is not paid when due or (as the case may be) within
any originally applicable grace period;

(ii) any such indebtedness becomes (or becomes capable of being declared) due and
payable prior to its stated maturity otherwise than at the option of the Issuer, any
of the Guarantors or (as the case may be) the relevant Principal Subsidiary; or

(iii) the Issuer, any of the Guarantors or any of the Principal Subsidiaries fails to pay
when due any amount payable by it under any present or future guarantee of any
such indebtedness (including any indemnity of such indebtedness or any
arrangement having a similar effect),

provided that the aggregate amount of the relevant indebtedness, guarantees and
indemnities in respect of which one or more of the events referred to in Condition 10(d)
above has/have occurred individually or in the aggregate equals or exceeds S$10
million (or the Dollar Equivalent thereof);

Legal Process
One or more distress, attachment, execution or other legal process is levied, enforced
or sued out on or against the whole or any material part of the property, assets or

revenues of the Issuer or any Guarantor or any of the Principal Subsidiaries and is not
discharged or stayed within 30 days of having been so levied, enforced or sued out;
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(i)

Security Enforced

Any security on or over all or any material part of the property, assets or revenues of the
Issuer, any Guarantor or any of the Principal Subsidiaries becomes enforceable, or any
secured party takes any step to enforce such security (including the taking of
possession, or appointment of a receiver, manager or other similar person);

Bankruptcy, Insolvency etc.

(i) (A) The Issuer, any of the Guarantors or any of the Principal Subsidiaries is or
becomes (or is deemed by law or a court to be) insolvent or unable to pay its debts
as they fall due, (B) any step is take for the appointment of an administrator,
liquidator (including a provisional liquidator), receiver, judicial manager, trustee,
agent or similar officer of the Issuer, any of the Guarantors or any of the Principal
Subsidiaries or over the whole or a substantial part of the undertaking, assets and
revenues of the Issuer, any of the Guarantors or any of the Principal, or (C) the
Issuer, any of the Guarantors or any of the Principal Subsidiaries, by reason of
actual or anticipated financial difficulty, begins negotiations or takes any other step
with a view to the readjustment, rescheduling or deferment of all or a substantial
part of (or of a particular type of) its indebtedness, or suspends or threatens to stop
or suspend payment of all or a substantial part of (or of a particular type of) its
indebtedness, or proposes or makes a general assignment or an arrangement or
composition with or for the benefit of its creditors, or enters into an agreement or
arrangement for the deferral, rescheduling or other readjustment of or declares a
moratorium in respect of all or a material part of (or a particular type of) its
indebtedness (or any part which it will or might otherwise be unable to pay when
due); or

(ii) any step is taken for the winding up, liquidation or dissolution of the Issuer, any of
the Guarantors or any of the Principal Subsidiaries (otherwise than, in the case of
a Principal Subsidiary, for the purposes of or pursuant to an amalgamation,
reorganisation or restructuring whilst solvent and where such an event does not
have a material adverse effect on the Issuer or any Guarantor); or

(iii) any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in Conditions 10(g)(i) and 10(g)(ii)
above;

Cessation of Business

The lIssuer, any of the Guarantors or any of the Principal Subsidiaries ceases or
threatens to cease to carry on all or any substantial part of its business or operations
or disposes or threatens to dispose of all or a substantial part of its property or assets
(except, in each case, (1) for the purpose of and followed by a reconstruction,
amalgamation, voluntary winding up not involving insolvency, merger, consolidation or
reorganisation on terms approved by an Extraordinary Resolution before that event
occurs, (2) in the case of a Principal Subsidiary, where the property or assets of such
Principal Subsidiary are transferred to or otherwise vested in the Issuer, Guarantor or
another Principal Subsidiary, or (3) where the disposal is made pursuant to and in
accordance with Condition 4(d) (Limitation on Asset Sales));

Invalidity or Unenforceability

(i)  Any action, condition or thing (including the obtaining or effecting of any necessary
consent, approval, authorisation, exemption, filing, licence, order, recording or
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registration) at any time required to be taken, fulfilled or done for the purposes
stated in Clause 7.3 (All Action Taken) of the Trust Deed is not taken, fulfilled or
done or any such consent ceases to be in full force and effect without modification
or is modified in a manner unacceptable to the Trustee or any condition in or
relating to any such consent is not complied with;

(ii) itis or will become unlawful for the Issuer or any Guarantor to perform or comply
with any of its obligations under or in respect of the Notes or any of the Issue
Documents; or

(iii) any of the Notes, any Guarantee of the Notes or any of the Issue Documents
ceases (or is claimed by the Issuer or any Guarantor not) to be the legal and valid
obligations of the Issuer or such Guarantor, binding upon it in accordance with its
terms, or is not (or is claimed by the Issuer or any Guarantor not to be) in full force
and effect;

Government Intervention

Any step is taken for all or any substantial part of the undertaking, assets and revenues
of the lIssuer, any of the Guarantors or any of the Principal Subsidiaries to be
condemned, seized, compulsorily acquired, expropriated, nationalised or otherwise
appropriated by any Person acting under the authority of any national, regional or local
government which has or would have a material adverse effect on the Issuer or the
Group taken as a whole;

Litigation

Any litigation, arbitration or administrative proceeding (other than those of a frivolous or
vexations nature or those which are being contested in good faith and by appropriate
proceedings) is current or pending against the Issuer, any of the Guarantors or any of
the Principal Subsidiaries (i) to restrain the exercise of any of the rights and/or the
performance or enforcement of or compliance with any of the obligations of the Issuer
or the Guarantors under any of the Issue Documents or any of the Notes, or (ii) which
has or would have a material adverse effect on the Issuer or the Group as a whole;

Declared Company

The Issuer, any of the Guarantors or any of their respective Subsidiaries is declared by
the Minister of Finance to be a declared company under the provisions of Part IX of the
Companies Act, Chapter 50 of Singapore; or

Analogous Events

Any event occurs which, under the law of any relevant jurisdiction, has an analogous or
equivalent effect to any of the events mentioned in the foregoing paragraphs.

ENFORCEMENT

At any time after the Notes shall have become due and payable, the Trustee may, at its
discretion and without further notice to the Issuer, the Guarantors, the Noteholders or the
Couponholders, take any steps as it may think fit to enforce repayment of the Notes and/or
one or more Guarantees, together with accrued interest, and to enforce the provisions of the
Issue Documents, the Notes and the Coupons, but it shall not be bound to take any such
proceedings unless (a) it shall have been so directed by an Extraordinary Resolution of the
Noteholders or so requested in writing by Noteholders holding not less than 25.0% in
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principal amount of the Notes outstanding and (b) it shall have been indemnified or secured
or pre-funded by the Noteholders to its satisfaction. No Noteholder or Couponholder shall be
entitled to proceed directly against the Issuer unless the Trustee, having become bound to
do so, fails to do so within a reasonable period and such failure shall be continuing. The
Trustee shall not be deemed to be responsible for the consequences of taking or refraining
from taking any such steps as set out in this Condition.

MEETINGS OF NOTEHOLDERS, MODIFICATION AND WAIVERS

(a)

Meetings of Noteholders

The Trust Deed contains provisions for convening meetings of Noteholders to consider
any matters relating to the Notes, including the modification of any provision of these
Conditions or the Trust Deed. Any such modification may be made if sanctioned by an
Extraordinary Resolution. Such a meeting may be convened by the Trustee, the
Guarantors or the Issuer, or by the Trustee (subject to its being indemnified, and/or
secured and/or prefunded to its satisfaction against all costs and expenses) upon the
request in writing of Noteholders holding not less than one tenth of the aggregate
principal amount of the outstanding Notes. The quorum at any meeting convened to
vote on an Extraordinary Resolution will be two or more persons holding or representing
a clear majority of the aggregate principal amount of the Notes for the time being
outstanding, or, at any adjourned meeting, one or more persons being or representing
Noteholders whatever the principal amount of the Notes for the time being outstanding
so held or represented; provided, however, that certain proposals (including any
proposal (i) to amend the dates of maturity or redemption of the Notes or any date for
payment of interest or Interest Amounts on the Notes, (ii) to reduce or cancel the
principal amount of, or any premium payable on redemption of, the Notes, (iii) to reduce
the rate or rates of interest in respect of the Notes or to vary the method or basis of
calculating the rate or rates of interest or the basis for calculating any Interest Amount
in respect of the Notes, (iv) to vary any method of, or basis for, calculating the
Redemption Amount or the Early Redemption Amount including the method of
calculating the Amortised Face Amount of the Notes, (v) to vary the currency or
currencies of payment or denomination of the Notes, (vi) to take any steps that as
specified hereon may only be taken following approval by an Extraordinary Resolution
to which the special quorum provisions apply, (vii) to modify the provisions concerning
the quorum required at any meeting of Noteholders or the majority required to pass the
Extraordinary Resolution, or (viii) to modify or cancel any Guarantee (each, a
“Reserved Matter”’)) may only be sanctioned by an Extraordinary Resolution passed at
a meeting of Noteholders at which two or more persons holding or representing not less
than three quarters or, at any adjourned meeting, one quarter of the aggregate principal
amount of the outstanding Notes form a quorum. Any Extraordinary Resolution duly
passed at any such meeting shall be binding on all the Noteholders and the
Couponholders (if any), whether present at the meeting(s) or not.

These Conditions may be amended, modified or varied in relation to any Series of Notes
by the terms of the relevant Pricing Supplement in relation to such Series.

Modification or Waiver without Noteholders’ consent

The Trustee may at its discretion (and is entitled to rely on and at the expense of the
Issuer, an external legal, financial or other professional advice or opinion for this
purpose) from time to time and at any time without any consent or sanction of the
Noteholders or Couponholders concur with the Issuer in making (a) any modification to
any of the Issue Documents (other than in respect of a Reserved Matter), the Notes or
the Coupons which in the opinion of the Trustee, it may be expedient to make provided
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14.

15.

the Trustee is of the opinion that such modification will not be materially prejudicial to
the interests of the Noteholders or Couponholders or (b) any modification to any of the
Issue Documents, the Notes or the Coupons if such modification is of a formal, minor,
administrative or technical nature or made to correct a manifest error or (i) an error
which is, in the opinion of the Trustee, is proven, or (ii) to comply with mandatory
provisions of Singapore law or (iii) is required by any Stock Exchange or by any
depository and/or any clearing system in which the Notes may be held. Any such
modification shall be binding on the Noteholders and Couponholders and, unless the
Trustee otherwise agrees, the Issuer shall cause such modification to be notified to the
Noteholders as soon as practicable thereafter in accordance with these Conditions.

In addition, the Trustee may, without the consent or sanction of the Noteholders or
Couponholders and without prejudice to its rights in respect of any subsequent breach,
condition, event or act, from time to time and at any time, but only if and in so far as the
Issuer and/or the relevant Guarantor has demonstrated to the Trustee’s satisfaction that
the interests of the Noteholders shall not be materially prejudiced thereby, waive or
authorise, on such terms and conditions (if any) as shall seem expedient to it, any
breach or proposed breach by the Issuer or any Guarantor of any of the covenants or
provisions contained in any of the Issue Documents (other than a breach or proposed
breach relating to the subject of a Reserved Matter.

REPLACEMENT NOTES, COUPONS AND TALONS

If a Note, Coupon or Talon is lost, stolen, mutilated, defaced or destroyed it may be replaced,
subject to applicable laws, at the specified office of the Principal Paying Agent (in the case
of Definitive Bearer Notes, Coupons and Talons) and at the specified office of the Registrar
(in the case of Definitive Note Certificates), or such other Paying Agent or Transfer Agent as
may from time to time be designated by the Issuer for the purpose and notice of whose
designation is given to Noteholders in accordance with Condition 15 (Notices), on payment
by the claimant of the fees and costs (including the fees and costs of the Principal Paying
Agent) incurred in connection therewith and on such terms as to evidence, undertaking,
security and indemnity (which may provide, inter alia, that if the allegedly lost, stolen or
destroyed Note, Coupon or Talon is subsequently presented for payment, there will be paid
to the Issuer on demand the amount payable by the Issuer in respect of such Note, Coupon
or Talon) and otherwise as the Issuer may require. Mutilated or defaced Notes, Coupons or
Talon must be surrendered before replacements will be issued.

FURTHER ISSUES

The Issuer may from time to time, without the consent of the Noteholders and Couponholders
and in accordance with the Trust Deed, create and issue further Notes having the same
terms and conditions as the Notes of any Series in all respects (or in all respects except for
the first payment of interest) so as to be consolidated and form a single Series with the
Notes, and references in these Conditions to “Notes” shall be construed accordingly. The
Issuer may from time to time, with the consent of the Trustee, create and issue other Series
of notes having the benefit of the Trust Deed.

NOTICES

Notices to Noteholders will be valid if published in a leading newspaper having general
circulation in Singapore (which is expected to be The Business Times) or, if such publication
is not practicable, in any other leading English language daily newspaper of general
circulation in Singapore. Any such notice shall be deemed to have been given on the date of
such publication or, if published more than once or on different dates, on the first date on
which publication is made. Couponholders shall be deemed for all purposes to have notice
of the contents of any notice to the holders in accordance with this Condition 15 (Notices).
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Notwithstanding the above, notices to Noteholders of Registered Notes may also be sent to
them by first class mail (or its equivalent) or (if posted to an overseas address) by airmail at
their respective addresses on the Register. Any such notice shall be deemed to have been
given on the fourth day after the date of mailing.

So long as any of the Notes are represented by a Global Note or Global Certificate, and such
Global Note or Global Certificate is held (i) on behalf of Euroclear and Clearstream,
Luxembourg, or any other clearing system, except as provided in sub-clause (ii) or (iii) below,
notices required to be published in accordance with Condition 15 (Notices) may be given by
delivery of the relevant notice to such clearing system for communication by it to the
Noteholders, and any such notice shall be deemed to have been given to the Noteholders on
the seventh day after the day on which the said notice was given to Euroclear, Clearstream,
Luxembourg, (ii) on behalf of the CMU, notices required to be published in accordance with
Condition 15 (Notices) may be given by delivery of the relevant notice to the persons shown
in a CMU Instrument Position Report issued by the CMU on the second business day
preceding the date of dispatch of such notice as holding interests in the relevant Global Note
or Global Certificate, and any such notice shall be deemed to have been given to the
Noteholders on the second day after the day on which the said notice was sent, and (iii) by
CDP, notices required to be published in accordance with Condition 15 (Notices) may be
given by delivery of the relevant notice to the persons shown in the list of Noteholders
provided by CDP, and any such notice shall be deemed to have been given to the
Noteholders on the second day after the day on which the said notice was sent, except that
if the Notes are listed on the SGX-ST and the rules of such exchange so require, notice will
in any event be published in accordance with the previous paragraph.

TRUSTEE

(a) Indemnification

Under the Trust Deed, the Trustee is entitled to be indemnified and relieved from
responsibility in certain circumstances and to be paid its costs and expenses in priority
to the claims of the Noteholders. In addition, the Trustee is entitled to enter into
business transactions with the Issuer, any of the Guarantors and any entity relating to
the Issuer or any of the Guarantors without accounting for any profit and to act as
trustee for the holders of any other securities issued or guaranteed by, or relating to, the
Issuer, any of the Guarantors and/or any of their respective Subsidiaries.

(b) Exercise of power and discretion

In connection with the exercise of its functions the Trustee shall have regard to the
interests of the Noteholders as a class and shall not have regard to the consequences
of such exercise for individual Noteholders or Couponholders, or the Noteholders or
Couponholders in respect of Notes of any particular Tranche or Series, and the Trustee
shall not be entitled to require, nor shall any Noteholder or Couponholder be entitled to
claim, from the Issuer any indemnification or payment in respect of any tax
consequences of any such exercise upon individual Noteholders or Couponholders.

(c) Confidentiality

Unless ordered to do so by a court of competent jurisdiction or unless required by the
rules of the SGX-ST, the Trustee shall not be required to disclose to any Noteholder or
Couponholder any confidential financial or other information made available to the
Trustee by the Issuer or any of the Guarantors.
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No Responsibility

Each Noteholder and Couponholder shall be solely responsible for making and
continuing to make its own independent appraisal and investigation into the financial
condition, creditworthiness, condition, affairs, status and nature of the Issuer, and the
Trustee shall not at any time have any responsibility for the same and each Noteholder
and Couponholder shall not rely on the Trustee in respect thereof.

Reliance

The Trustee may rely without liability to Noteholders on any certificate or report
prepared by any expert, auditor, lawyer, banker, valuer, surveyor, broker, auctioneer or
professional entity, pursuant to these Conditions or the Trust Deed, whether or not
addressed to the Trustee, and whether or not their liability in respect thereof is limited
by a monetary cap or otherwise or all such liability is disclaimed.

AGENTS

In acting under the Agency Agreement, the Agent acts solely as agents of the Issuer and do
not assume any obligation or relationship of agency or trust for or with any Noteholder or
Couponholder.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT

No person shall have any right to enforce any term or condition of the Notes under the
Contracts (Rights of Third Parties) Act, Chapter 53B of Singapore.

GOVERNING LAW AND JURISDICTION

(a)

Governing law

The Trust Deed, the Notes, and if applicable, the Coupons and the Talons are governed
by, and shall be construed in accordance with, the laws of Singapore.

Submission to Jurisdiction

The Issuer and each Guarantor has in the Trust Deed (i) submitted irrevocably to the
non-exclusive jurisdiction of the courts of Singapore for the purposes of hearing and
determining any suit, action or proceedings or settling any disputes arising out of or in
connection with the Trust Deed, the Notes, and if applicable, the Coupons and the
Talons; (ii) waived any objection which it might have to such courts being nominated as
the forum to hear and determine any such suit, action or proceedings or to settle any
such disputes and agreed not to claim that any such court is not a convenient or
appropriate forum; (iii) designated Tricor WP Corporate Services Pte. Ltd. at
80 Robinson Road, #02-00, Singapore 068898 to accept service of any process on its
behalf in Singapore; (iv) consented to the enforcement of any judgment; and (v) to the
extent that it may in any jurisdiction claim for itself or its assets immunity from suit,
execution, attachment (whether in aid of execution, before judgment or otherwise) or
other legal process, and to the extent that in any such jurisdiction there may be
attributed to itself or its assets or revenues such immunity (whether or not claimed),
agreed not to claim and irrevocably waived such immunity to the full extent permitted by
the laws of such jurisdiction.
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FORMS OF THE NOTES
Bearer Notes
Global Notes

Bearer Notes of each Tranche of a Series to be issued in bearer form will initially be represented
on issue by a Temporary Global Note without coupons, which may be deposited with CDP, CMU
or the Common Depositary and/or a depositary for any other clearing system. Upon initial deposit,
CDP, CMU or Euroclear and Clearstream, Luxembourg, as the case may be, will credit each
subscriber with a nominal amount of Notes equal to the nominal amount thereof for which it has
subscribed and paid.

Interests in the Temporary Global Note will be exchangeable in whole or in part for interests in a
Permanent Global Note representing Bearer Notes of the relevant Tranche not earlier than 40
days after the later of the commencement of the offering of the relevant Tranche and the relevant
issue date, upon certification as to non-U.S. beneficial ownership. Each Temporary Global Note,
Permanent Global Note and any Definitive Bearer Note, Talon and Coupon will bear the following
legend:

“Any United States person who holds this obligation will be subject to limitations under the United
States income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the
U.S. Internal Revenue Code.”

Sections 165(j) and 1287(a) of the U.S. Internal Revenue Code of 1986, as amended (the “U.S.
Internal Revenue Code” or the “Code”), generally provide that U.S. beneficial owners, with certain
exceptions, will not be entitled to deduct any loss on Bearer Notes, receipts, interest coupons or
talons thereon and will not be entitled to capital gains treatment of any gain on any sale,
disposition, redemption or payment of principal in respect of Bearer Notes, receipts, interest
coupons or talons thereon.

Each of the persons shown in the records of CDP, CMU, Euroclear, Clearstream, Luxembourg or
any other clearing system (an “Alternative Clearing System”) as the holder of a Note represented
by a Global Note must look solely to CDP, CMU, Euroclear, Clearstream, Luxembourg or any such
Alternative Clearing System (as the case may be) for his share of each payment made by the
Issuer to the bearer of such Global Note and in relation to all other rights arising under such Global
Note, subject to and in accordance with the respective rules and procedures of CDP, CMU,
Euroclear, Clearstream, Luxembourg or such Alternative Clearing System. Such persons will not
have any claim directly against the Issuer in respect of payments due on the Notes for so long as
the Notes are represented by such Global Note and such obligations of the Issuer will be
discharged by payment to the bearer of such Global Note in respect of each amount so paid.

Amendments to the Conditions

Each Temporary Global Note and Permanent Global Note contains provisions that apply to the
Notes that it represents, some of which modify the effect of the Terms and Conditions of the Notes.
The following is a summary of those provisions:

Payments. No payments will be made on the Temporary Global Note unless exchange of any
interest in the Temporary Global Note for the relevant interest in the Permanent Global Note or for
Definitive Bearer Notes, as the case may be, is improperly withheld or refused. Payments on any
Temporary Global Note will only be made to the extent that certification (in a form to be provided)
to the effect that the beneficial owner of an interest in such Note is not a U.S. person or a person
who has purchased for resale to any U.S. person, as required by U.S. Treasury Regulations, has
been received by CDP, CMU, Euroclear, Clearstream, Luxembourg and/or any Alternative

95



Clearing System, as applicable, and CDP, CMU, Euroclear, Clearstream, Luxembourg and/or such
Alternative Clearing System, as the case may be, has given a like certification (based on the
certifications it has received) to the Trustee or the Principal Paying Agent, as the case may be.
Payments of principal, premium and interest in respect of Notes represented by a Permanent
Global Note will be made against presentation and (if no further payment falls to be made on it)
surrender of it at the specified office of the Principal Paying Agent or of any other paying agent
provided for in the Conditions and, in the case of interest only, at an office outside the United
States and its possessions (or to or to the order of such other Paying Agent as shall have been
notified to the Noteholders for this purpose). The Principal Paying Agent shall endorse or cause
to be endorsed such payment or cause such payment to be endorsed in the appropriate schedule
to the Permanent Global Note, as the case may be, such endorsement being prima facie evidence
that the payment in question has been made.

Notwithstanding the above, if a Note is held through the CMU, any payment that is made in respect
of such Note shall be made at the direction of the bearer to the person(s) for whose account(s)
interests in such Note are credited as being held through the CMU in accordance with the CMU
Rules (as defined in the Agency Agreement) at the relevant time as notified to the CMU Lodging
and Paying Agent by the CMU in a relevant CMU Instrument Position Report or any other relevant
notification by the CMU (which notification, in either case, shall be conclusive evidence of the
records of the CMU as to the identity of any accountholder and the principal amount of any Note
credited to its account, save in the case of manifest error) and such payments shall discharge the
obligation of the Issuer in respect of that payment under such Note.

Direct Rights. In relation to CDP Cleared Notes only, if an Event of Default occurs, each person
who is for the time being shown in the records of CDP as the holder of a particular principal
amount of such Notes represented by a Global Note may (subject as provided in the Global Note)
elect that direct rights (the “Direct Rights”) under the provisions of the Deed of Covenant shall
come into effect in respect of a principal amount of Notes up to the aggregate principal amount
represented by the Global Note. Such election shall be made by notice to the Principal Paying
Agent and presentation of the Global Note to or to the order of the Principal Paying Agent for
reduction of the principal amount of Notes represented by the Global Note by such amount as may
be stated in such notice and by endorsement of the Principal Schedule of the Global Note of the
principal amount of Notes in respect of which Direct Rights have arisen under the Deed of
Covenant. Upon each such notice being given, the Global Note shall become void to the extent
of the principal amount stated in such notice, save to the extent that the appropriate Direct Rights
shall fail to take effect. No such election may however be made on or before the Exchange Date
(as defined below) unless the Noteholder elects in such notice that the exchange for such Notes
shall no longer take place.

Notices. So long as any Notes are represented by the Permanent Global Note and the Permanent
Global Note is held on behalf of a clearing system, notices to Noteholders may be given by
delivery of the relevant notice (so long as the Permanent Global Note is held on behalf of
Euroclear and Clearstream, Luxembourg, CDP or such Alternative Clearing System) to Euroclear,
Clearstream, Luxembourg, (subject to the agreement of CDP) CDP or such Alternative Clearing
System, as the case may be, or otherwise to the holder of the Permanent Global Note, or (so long
as the Permanent Global Note is held on behalf of the CMU) to the persons shown in a CMU
Instrument Position Report issued by the CMU on the business day preceding the date of dispatch
of such notice as holding interests in the Permanent Global Note, rather than by publication as
required by the Conditions, and any such notice shall be deemed to have been given to the
Noteholders on the second business day on which such notice is delivered to the persons shown
in the CMU Instrument Position Report; provided, however, that, so long as the Notes are admitted
to trading on the SGX-ST and its rules so require, notices will also be published in a leading
newspaper having general circulation in Singapore (which is expected to be The Business Times).
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Meetings. The holder of the Permanent Global Note shall be treated as two persons for the
purposes of any quorum requirements of a meeting of Noteholders and, at any such meeting, as
having one vote in respect of each minimum Specified Denomination of Notes for which the
Permanent Global Note may be exchanged.

Trustee’s Powers. In considering the interests of Noteholders while the Permanent Global Note is
held on behalf of a clearing system, the Trustee may have regard to any information provided to
it by such clearing system or its operator as to the identity (either individually or by category) of
its accountholders with entitlements to the Permanent Global Note and may consider such
interests as if such accountholders were the holders of the Permanent Global Note.

Prescription. The Permanent Global Note shall become void unless it is presented for payment
within a period of five years from the appropriate Relevant Date (as defined in Condition 8
(Taxation) of the Notes).

Call Option. Any call option of the Issuer provided for in the Conditions may be exercised by the
Issuer giving notice to the Noteholders within the time limits set out in and containing the
information required by the Conditions, except that the notice shall not be required to contain the
certificate numbers of Notes drawn in the case of a partial exercise of an option and accordingly
no drawing of Notes shall be required.

Put Option. Any put option of the Noteholders provided for in the Conditions may be exercised by
the holder of the Permanent Global Note giving notice to the Principal Paying Agent of the
principal amount of Notes in respect of which the option is exercised within the time limits set out
in the Conditions, except that the notice shall not be required to contain the certificate numbers
of the Notes in respect of which the option has been exercised.

Purchase and Cancellation. Cancellation of any Note required by the Conditions to be cancelled
following its purchase shall be effected by reduction in the principal amount of the Permanent
Global Note on its presentation to or to the order of the Principal Paying Agent for notation in the
Principal Schedule. Notes may only be purchased by the Issuer, any of the Guarantors and any
of its respective Subsidiaries if they are purchased together with the right to receive all future
payments of interest thereon.

Exchanges for Permanent Global Note and for Definitive Bearer Notes

Interests in a Temporary Global Note are exchangeable for interests in a Permanent Global Note
in bearer form or, if so specified in the relevant Pricing Supplement, Definitive Bearer Notes in
bearer form not earlier than 40 days after the later of the commencement of the offering of the
relevant Tranche and the relevant issue date, upon certification of non-U.S. beneficial ownership
in the form set out in the Temporary Global Note.

Interests in a Permanent Global Note are exchangeable in whole but not in part for Definitive
Bearer Notes (i) if the Permanent Global Note is held on behalf of Euroclear, Clearstream,
Luxembourg or the Alternative Clearing System and any such clearing system is closed for
business for a continuous period of 14 days (other than by reason of holiday, statutory or
otherwise) or announces an intention permanently to cease business or does in fact do so or (ii)
if the Permanent Global Note is held by or on behalf of CDP and (a) an event of default,
enforcement event or analogous event entitling an accountholder or the Trustee to declare the
Notes due and payable as provided in the Conditions has occurred and is continuing, (b) CDP is
closed for business for a continuous period of 14 days (other than by reason of holiday, statutory
or otherwise), (c) CDP has announced an intention to permanently cease business and no
alternative clearing system is available or (d) CDP has notified the Issuer that it is unable or
unwilling to act as depository for the Notes and to continue performing its duties set out in its terms
and conditions for the provision of depository services and no alternative clearing system is
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available, or (iii) if the Permanent Global Note is held by or on behalf of the CMU and the CMU
is closed for business for a continuous period of 14 days (other than by reason of holiday, statutory
or otherwise) or announces an intention permanently to cease business or does in fact do so. Any
such exchange may be effected on or after an Exchange Date by the holder of this Permanent
Global Note giving notice to the Principal Paying Agent and by surrendering this Permanent Global
Note to or to the order of the Principal Paying Agent on or after the Exchange Date.

“Exchange Date” means a day falling not less than 40 days after the day on which the notice
requiring exchange is given and on which commercial banks are open for business in Singapore,
in the case of exchange pursuant to (i) as provided in the preceding paragraph, a day on which
commercial banks are open for business in the cities in which Euroclear and Clearstream,
Luxembourg or, if relevant, the Alternative Clearing System, are located.

In exchange for the Permanent Global Note, the Issuer shall deliver, or procure the delivery of,
duly executed and authenticated Definitive Bearer Notes in an aggregate principal amount equal
to the principal amount of this Permanent Global Note submitted for exchange (if appropriate,
having attached to them all Coupons and Talons in respect of interest that have not already been
paid on the Permanent Global Note), security printed in accordance with any applicable legal and
stock exchange requirements and substantially in the form set out in the Trust Deed, to the
persons as the relevant clearing system shall direct in writing or, in the case of Notes cleared
through the CMU, as reflected in the CMU Instrument Position Report.

Registered Notes
Global Certificates

Registered Notes will be evidenced on issue by a Global Certificate and may be deposited with,
and registered in the name of or the name of a nominee for, CDP, CMU or the Common Depositary.
Upon such initial registration of the Global Certificate and the delivery thereof to CDP, a
sub-custodian of the CMU or the Common Depositary, CDP, CMU, Euroclear, Clearstream,
Luxembourg, as the case may be, will credit each subscriber with a nominal amount of Notes
equal to the nominal amount thereof for which it has subscribed and paid. Interests in the Global
Certificate may be held through CDP, CMU, Euroclear and Clearstream, Luxembourg or an
Alternative Clearing System, as the case may be, at any time. See “Clearance and Settlement” for
further details. Except in the limited circumstances described below, owners of interests in the
Global Certificate will not be entitled to receive physical delivery of certificated Registered Notes
in definitive form (the “Definitive Note Certificates”). Registered Notes are not issuable in bearer
form.

Each of the persons shown in the records of CDP, CMU, Euroclear, Clearstream, Luxembourg or
any Alternative Clearing System as the holder of a Note represented by a Global Certificate must
look solely to CDP, CMU, Euroclear, Clearstream, Luxembourg or any such Alternative Clearing
System (as the case may be) for his share of each payment made by the Issuer to the holder of
the underlying Registered Notes and in relation to all other rights arising under such Global
Certificate, subject to and in accordance with the respective rules and procedures of CDP, CMU,
Euroclear, Clearstream, Luxembourg or such Alternative Clearing System. Such persons will not
have any claim directly against the Issuer in respect of payments due on the Notes for so long as
the Notes are represented by such Global Certificate and such obligations of the Issuer will be
discharged by payment to the holder of the underlying Registered Notes in respect of each amount
so paid.
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Amendments to the Conditions

The Global Certificate contains provisions that apply to the Notes that it represents, some of which
modify the effect of the Terms and Conditions of the Notes. The following is a summary of those
provisions:

Payments. Payments of principal, premium and interest in respect of Notes represented by the
Global Certificate will be made against presentation for endorsement and if no further payment
falls to be made in respect of the Notes, surrender of the Global Certificate to or to the order of
the Principal Paying Agent. The Principal Paying Agent shall endorse or cause to be endorsed
such payment or cause such payment to be endorsed in appropriate schedule to the Global
Certificate, such endorsement being prima facie evidence that the payment in question has been
made.

Notwithstanding the above, if a Note is held through the CMU, any payment that is made in respect
of such Note shall be made at the direction of the registered holder to the person(s) for whose
account(s) interests in such Note are credited as being held through the CMU in accordance with
the CMU Rules (as defined in the Agency Agreement) at the relevant time as notified to the CMU
Lodging and Paying Agent by the CMU in a relevant CMU Instrument Position Report or any other
relevant notification by the CMU (which notification, in either case, shall be conclusive evidence
of the records of the CMU as to the identity of any accountholder and the principal amount of any
Note credited to its account, save in the case of manifest error) and such payments shall
discharge the obligation of the Issuer in respect of that payment under such Note.

Direct Rights. In relation to CDP Cleared Notes only, if an Event of Default occurs, each person
who is for the time being shown in the records of CDP as the holder of a particular principal
amount of such Notes represented by a Global Certificate may (subject as provided in the Global
Certificate) elect that direct rights (the “Direct Rights”) under the provisions of the Deed of
Covenant shall come into effect in respect of a principal amount of Notes up to the aggregate
principal amount represented by the Global Certificate. Such election shall be made by notice to
the Principal Paying Agent, the Transfer Agent and the Registrar and presentation of the Global
Certificate to or to the order of the Registrar for reduction of the principal amount of Notes
represented by the Global Certificate by such amount as may be stated in such notice by (i)
endorsement of the Principal Schedule of the Global Certificate and (ii) notation in the Register of
the principal amount of Notes in respect of which Direct Rights have arisen under the Deed of
Covenant. Upon each such notice being given, the Global Certificate shall become void to the
extent of the principal amount stated in such notice, save to the extent that the appropriate Direct
Rights shall fail to take effect. No such election may however be made on or before the Exchange
Date unless the Noteholder elects in such notice that the exchange for such Notes shall no longer
take place.

Notices. So long as any Notes are represented by the Global Certificate and the Global Certificate
is held on behalf of a clearing system, notices to Noteholders may be given by delivery of the
relevant notice (so long as the Global Certificate is held on behalf of Euroclear and Clearstream,
Luxembourg, CDP or such Alternative Clearing System) to Euroclear, Clearstream, Luxembourg,
(subject to the agreement of CDP) CDP or such Alternative Clearing System, as the case may be,
or otherwise to the holder of the Global Certificate or (so long as the Global Certificate is held on
behalf of the CMU) to the persons shown in a CMU Instrument Position Report issued by the CMU
on the business day preceding the date of dispatch of such notice as holding interests in the
Global Certificate, rather than by publication as required by the Conditions, and any such notice
shall be deemed to have been given to the Noteholders on the second business day on which such
notice is delivered to the persons shown in the CMU Instrument Position Report; provided,
however, that, so long as the Notes are admitted to trading on the SGX-ST and its rules so require,
notices will also be published in a leading newspaper having general circulation in Singapore
(which is expected to be The Business Times).
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Meetings. The holder of the Global Certificate will be treated as being two persons for the
purposes of any quorum requirements of a meeting of Noteholders and, at any such meeting, as
having one vote in respect of each minimum Specified Denomination of Notes for which the Global
Certificate may be exchanged.

Trustee’s Powers. In considering the interests of Noteholders while the Global Certificate is held
on behalf of a clearing system, the Trustee may have regard to any information provided to it by
such clearing system or its operator as to the identity (either individually or by category) of its
accountholders with entitlements to the Global Certificate and may consider such interests as if
such accountholders were the holders of the Global Certificate.

Prescription. The Global Certificate shall become void unless it is presented for payment within a
period of five years from the appropriate Relevant Date (as defined in Condition 8 (Taxation) of the
Notes).

Call Option. Any call option of the Issuer provided for in the Conditions may be exercised by the
Issuer giving notice to the Noteholders within the time limits set out in and containing the
information required by the Conditions, except that the notice shall not be required to contain the
certificate numbers of Notes drawn in the case of a partial exercise of an option and accordingly
no drawing of Notes shall be required.

Put Option. Any put option of the Noteholders provided for in the Conditions may be exercised by
the holder of the Global Certificate giving notice to the Principal Paying Agent and the Transfer
Agent of the principal amount of Notes in respect of which the option is exercised within the time
limits set out in the Conditions, except that the notice shall not be required to contain the
certificate numbers of the Notes in respect of which the option has been exercised.

Purchase and Cancellation. Cancellation of any Note required by the Conditions to be cancelled
following its purchase shall be effected by reduction in the principal amount of the Global
Certificate.

Exchange for and Transfers of Definitive Note Certificates

The Global Certificate will become exchangeable, free of charge to the holder, in whole but not in
part, for Definitive Note Certificates (i) if the Global Certificate is held on behalf of Euroclear,
Clearstream, Luxembourg or the Alternative Clearing System and any such clearing system is
closed for business for a continuous period of 14 days (other than by reason of holiday, statutory
or otherwise) or announces an intention permanently to cease business or does in fact do so, (ii)
if the Global Certificate is held by or on behalf of CDP and (a) an event of default, enforcement
event or analogous event entitling an accountholder or the Trustee to declare the Notes due and
payable as provided in the Conditions has occurred and is continuing, (b) CDP is closed for
business for a continuous period of 14 days (other than by reason of holiday, statutory or
otherwise), (c) CDP has announced an intention to permanently cease business and no
alternative clearing system is available or (d) CDP has notified the Issuer that it is unable or
unwilling to act as depository for the Notes and to continue performing its duties set out in its terms
and conditions for the provision of depository services and no alternative clearing system is
available, or (iii) if the Global Certificate is held by or on behalf of the CMU and the CMU is closed
for business for a continuous period of 14 days (other than by reason of holiday, statutory or
otherwise) or announces an intention permanently to cease business or does in fact do so. Any
such exchange may be effected on or after an Exchange Date by the holder of the Global
Certificate giving notice to the Principal Paying Agent, the Transfer Agent and the Registrar.
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In such circumstances, the Issuer will procure that the Registrar notifies the Noteholders as soon
as practicable after the occurrence of the relevant event and that such Definitive Note Certificates
will be registered in such names as the relevant clearing system shall direct in writing or, in the
case of Notes cleared through the CMU, as reflected in the CMU Instrument Position Report or
any other relevant notification by the CMU. The Global Certificate shall be exchanged in full for
Definitive Note Certificates and the Issuer will, without charge to the holder or holders thereof, but
against such indemnity as the Registrar may require in respect of any tax or other duty of whatever
nature which may be levied or imposed in connection with such exchange, cause sufficient
Definitive Note Certificates to be executed and delivered to the Registrar for completion,
authentication and dispatch to the relevant Noteholders. A person having an interest in the Global
Certificate must provide the Registrar with a written order containing instructions and such other
information as the Issuer and the Registrar may require to complete, execute and deliver such
Notes.

The holder of a Definitive Note Certificate may transfer the Notes evidenced thereby in whole or
in part in the applicable minimum denomination by surrendering it at the specified office of the
Registrar, together with the completed form of transfer thereon. The Registrar will not register the
transfer of any Notes or exchange of interests in a Global Certificate for Definitive Note
Certificates for a period of 15 calendar days ending on the due date for any payment of principal,
premium or interest in respect of the Notes.

Singapore Dollar Equivalent

For the purposes of calculating the Singapore dollar equivalent of the principal amount of Notes
outstanding under the Programme from time to time, the Singapore dollar equivalent of the Notes
denominated in another currency shall be determined, at the discretion of the Issuer, either as of
the date of agreement to issue such Notes (the “Agreement Date”) or on the preceding day on
which commercial banks and foreign exchange markets are open for business in Singapore, in
either case on the basis of the Exchange Rate on the relevant date of calculation. As used herein,
the “Exchange Rate” means the spot rate for the sale of Singapore dollars against the purchase
of such other relevant currency in the Singapore foreign exchange market as quoted by any
leading bank selected by the Issuer at its discretion on the Agreement Date or on the preceding
day on which commercial banks and foreign exchange markets are open for business in
Singapore.

The Singapore dollar equivalent of any Zero Coupon Note and any other Note issued at a discount
shall be calculated, in relation to the Specified Currency, in the manner above and with the
Exchange Rate so determined to apply in respect of any other Singapore dollar equivalent
determination for the same Notes and, in relation to the principal amount, by reference to the
amortisation yield formula as specified in the Conditions applicable to such Notes as of the same
dates as specified in the preceding paragraph or, if no formula is so specified, the principal amount
of the Notes. The Singapore dollar equivalent of a Note issued at a premium shall be calculated
in the manner specified above by reference to the net proceeds received by the Issuer from the
relevant issue of Notes.

General

Any reference herein to the Paying Agent, the Transfer Agent and the Registrar shall be deemed
to refer to The Bank of New York Mellon, Singapore Branch as paying agent, transfer agent and
registrar in relation to Notes which are to be cleared with CDP and to The Bank of New York
Mellon, Hong Kong Branch as lodging and paying agent, transfer agent and registrar in relation
to Notes which are to be cleared with CMU and The Bank of New York Mellon, London Branch as
paying agent and The Bank of New York Mellon (Luxembourg) S.A. as transfer agent and registrar,
respectively, in relation to Notes which are to be cleared with a clearing system other than CDP
or CMU.
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SELECTED CONSOLIDATED FINANCIAL
INFORMATION AND FINANCIAL REVIEW

The following tables set out the Group’s consolidated financial statements as at and for the years
ended 31 December 2012 (“FY2012”), 31 December 2013 (“FY2013”) and 31 December 2014
(“FY2014”) respectively.

The selected consolidated financial information for FY2012, FY2013 and FY2014 in the tables
below are derived from the historical financial statements of the Group, which have been audited
by the independent auditors HLB Hodgson Impey Cheng Limited. The audited financial statements
of the Group have been drawn up in accordance with the HKFRS.

Consolidated Statement of Profit and Loss
and Other Comprehensive Income FY2012 FY2013 FY2014

(audited) (audited) (audited)
HKD’million (except earnings per share)

Revenue . ....... ... ... ... ... ... 1,243 1,640 2,073
Costofsales ......... ... ... . ... . ... ... ... (911) (1,133) (1,413)
Gross profit .. ... ... 332 508 660
Other income and gains. . .. ................. 12 12 15
Selling and marketingcosts. . ................ (49) (69) (103)
Administrative expenses . ................... (48) (56) (63)
Realised and unrealised gain/(loss) on investment

held for trading. . .. ........ ... ... .. ... . ... 2 (1) 3
Loss from discontinued operation ............. (12) - -
Finance costs. . ...... ... ... ... . .. ... ... (20) (21) (44)
Profit before incometax ................... 217 372 468
Income tax expense. . ... ... (48) (95) (128)
Profit fortheyear......................... 169 277 340

Profit attributable to:

Owners of the Issuer ... .......... ... ...... 131 230 288
Non-controlling interests ... ................. 38 47 52
Profit fortheyear......................... 169 277 340
Fair value change in available-for-sale

investments . ........... .. ... ... . 124 19 (112)
Currency translation differences .............. 29 55 (55)

Total other comprehensive income for the
yearnetoftax .......... ... .. ... .. ... .... 152 74 (167)

Total comprehensive income for the year. . ... 321 351 173

Earnings per share (HK cents)
Basic ... 5.08 8.96 10.24
Diluted . ... .. 5.08 8.69 9.96
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Consolidated Statement of Financial Position FY2012 FY2013 FY2014

(audited) (audited) (audited)

HKD’million
Non-current assets
Landuserights ........ ... ... .. ... . 147 148 141
Property, plant and equipment. ... ............ 619 936 1,443
Investment properties. . .. ......... ... ... 140 141 135
Mining rights. . . ... ... . 572 576 549
Payment of acquisition of patents . .. .......... - 58 56
Deposit for acquisition of property, plant and
equipment. . . ... - 9 35
Available-for-sale investment. ... ............. 124 - -
1,602 1,868 2,359
Current assets
Available-for-sale investment. ... ............. - 142 30
Inventories . . ... .. ... 70 93 181
Landuserights ... ... ... .. .. . . 3 3 3
Trade and other receivables, prepayments and
deposits . ... 174 303 384
Investments held for trading. . . ............... 12 7 10
Deposits with banks . . ......... ... ... ..... 112 41 86
Cash and cash equivalents .. ................ 391 382 743
762 972 1,438
Less: Current liabilities
Trade and other payables ................... 130 210 311
Income tax payable . .......... ... ... .. .... 16 20 33
Borrowings . ... ... 317 301 304
Convertible bonds . ........... ... ... ... ... - - 117
463 531 765
Net currentassets . ....................... 299 441 672
Total assets less current liabilities. . ... ... ... 1,901 2,309 3,032
Less: Non-current liabilities
Convertible bonds . ........ ... ... . ... ... .. - - 178
Deferredrevenue . . ....... ... ... ... ... .... - 25 70
Borrowings . . .. ... - - 292
Deferred tax liabilities ...................... 131 131 125
131 156 665
Netassets............. ... .. .. ... ....... 1,770 2,153 2,367
Capital and reserves attributable to owners
of the Issuer
Share capital ............ ... ... .. ... ... ... 61 62 68
Reserves ... ... .. .. 1,569 1,928 2,143
1,630 1,990 2,211
Non-controlling interests. . . . ............... 140 163 156
Total equity. . ......... ... ... ... ... ...... 1,770 2,153 2,367
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Other Unaudited Financial Information FY2012 FY2013 FY2014

HKD’million

Profit before income tax. ... ................. 217 372 468
Finance cost. . .. ... .. .. . .. ... . 20 21 44
Depreciation and amortisation. . ... ........... 66 75 78
Realised and unrealised (gain)/loss on investment

held for trading. . . ......... ... . ... .. ... ... (5) 1 (3)
Share options granted to directors and

employees . ... ... 2 5 2
Loss on disposal of operation . ............... 2 - -
Consolidated EBITDA . .................... 302 474 589

(1) EBITDA is not a standard measure under HKFRS, but is a widely used financial indicator of a company’s ability to
service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows,
net income or any other measure of performance or as an indicator of the Issuer’s operating performance, liquidity,
profitability or cash flows generated by operating, investing or financing activities. Investors should not compare the
Issuer’'s EBITDA to EBITDA presented by other companies because not all companies use the same definition.
Nevertheless, EBITDA has limitations as an analytical tool, and investors should not consider it in isolation from, or
as a substitute for analysis of the Group’s financial condition or results of operations, as reported under HKFRS. Due
to these limitations, EBITDA should not be considered a measure of discretionary cash available to the Group to
invest in the growth of its business. See “Presentation of Financial and Other Data” for further information.

Financial Review of Results of Operations
FY2014 versus FY2013

Income Statement Review

Overview

The Group’s revenue for FY2014 increased by 26.3 per cent. from HKD1,640,291,000 in FY2013
to HKD2,072,519,000 in FY2014. This is mainly due to increase in sales volume. In FY2014, sales
quantities for the magnesium products business and the fertilisers business have increased by
34.8 per cent. and 29.8 per cent. respectively.

Revenue

Revenue from the magnesium products business reached HKD696,904,000 for FY2014
(compared to HKD547,366,000 in FY2013), accounting for approximately 33.6 per cent. of the
Group’s total revenue (compared to 33.3 per cent. in FY2013) and representing an increase of
27.3 per cent. as compared to FY2013.

Revenue from the fertilisers business stood at HKD1,277,282,000 for FY2014 (compared to
HKD1,028,068,000 in FY2013), accounting for 61.6 per cent of the Group’s total revenue
(compared to 62.7 per cent. in FY2013) and representing an increase of 24.2 per cent. as
compared to FY2013.

Revenue from the metallurgical flux business amounted to HKD98,333,000 for FY2014 (compared
to HKD64,857,000 in FY2013), representing 4.8 per cent. of the Group’s total revenue (compared
to 4.0 per cent. in FY2013) and representing an increase of 51.6 per cent. as compared to
FY2013.
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Cost of Sales

Cost of sales for FY2014 amounted to approximately HKD1,412,575,000 (compared to
HKD1,132,526,000 in FY2013) and represented an increase of around 24.7 per cent. 32.5 per
cent., 65.9 per cent. and 1.6 per cent. of the cost of sales were attributable to the magnesium
products business, fertilisers business and metallurgical flux business respectively (compared to
31.5 per cent., 66.9 per cent. and 1.6 per cent. respectively in FY2013). Cost of sales mainly
comprised of material cost and utilities cost that accounted for approximately 88.0 per cent. of the
total cost of sales.

Gross profit

Consolidated gross profit for FY2014 was approximately HKD659,944,000 (compared to
HKD506,765,000 in FY2013), surging by approximately 30.0 per cent. The consolidated gross
profit margin rose from 31.0 per cent. to approximately 31.8 per cent. This was mainly due to the
change and improvement of the product mix, thereby enhancing the Group’s overall gross profit
ratio.

Selling and Marketing Costs

Selling and marketing costs were approximately HKD103,116,000 in FY2014 (compared to
HKD69,437,000 in FY2013), which mainly comprised of transportation costs of approximately 67.7
per cent. and staff costs, entertainment and commission of approximately 24.1 per cent.
(compared to 69.2 per cent. and 22.7 per cent. respectively in FY2013). Selling and marketing
costs accounted for approximately 5.0 per cent. (compared to approximately 4.2 per cent. in
FY2013) of total revenue.

Administrative Expenses

Administrative expenses were approximately HKD63,302,000 in FY2014 (compared to
HKD55,767,000 in FY2013), which mainly comprised of staff costs, depreciation and amortisation
expenses, audit and professional fees and occupancy costs, accounting for approximately 35.5
per cent., 15.4 per cent., 9.5 per cent. and 4.3 per cent. respectively (compared to approximately
39.6 per cent., 24.4 per cent., 6.1 per cent. and 4.1 per cent. respectively in FY2013) of the total
administrative expenses for the year.

Increases in administrative expenses was mainly due to expenses incurred in coping with
expansion of the Group’s businesses; at the same time, the Group was able to minimise such
expenses as it only represented approximately 3.1 per cent. (compared to approximately 3.4 per
cent. in FY2013) of total revenue in FY2014.

Other Income and Gains

Other income and gains amounted to approximately HKD15,055,000 in FY2014 (compared to
HKD11,782,000 in FY2013), mainly comprised of interest income and rental income amounting to
approximately HKD8,544,000 and HKDA4,766,000 respectively (compared to approximately
HKD5,157,000 and HKD5,241,000 respectively in FY2013).

Margin

Profit for FY2014 amounted to approximately HKD339,641,000 (compared to HKD277,133,000 in
FY2013), leaping by approximately 22.6 per cent. Profit attributable to owners of the Issuer for
FY2014 amounted to HKD287,910,000 (compared to HKD230,215,000 in FY2013), increasing by
approximately 25.1 per cent.
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Consolidated Statement of Financial Position Review

The Group’s liquidity in FY2014 was mainly derived from cash generated from business
operations. As at 31 December 2014, the total amount of cash and bank balances of the Group
was approximately HKD828,782,000 (as at 31 December 2013: HKD422,901,000).

As at 31 December 2014, the Group’s total borrowings increased by approximately 195.7 per cent.
as compared to 2013, while net current assets increased by approximately 52.3 per cent. as
compared to 2013. The Group’s gearing ratio (calculated by total borrowings over total assets)
was approximately 23.4 per cent. in 2014 (2013: 10.6 per cent.).

The Group’s existing cash resources together with the steady cash flows generated from business
activities are sufficient to meet its business needs. Net cash generated from operating activities
amounted to HKD322,910,000 (2013: HKD301,371,000).

The Group’s total non-current assets increased from HKD1,867,914,000 as at 31 December 2013
to HKD2,359,061,000 as at 31 December 2014. The increase was principally attributable to the
acquisition of property, plant and equipment and the deposit for such acquisition during the period.

Total current assets increased from HKD972,308,000 as at 31 December 2013 to
HKD1,437,895,000 as at 31 December 2014.

Total liabilities increased from HKD530,828,000 as at 31 December 2013 to HKD765,540,000 as
at 31 December 2014.

FY2013 versus FY2012
Income Statement Review
Overview

The Group’s revenue for FY2013 increased by 32.0 per cent. from HKD1,242,930,000 in FY2012
to HKD1,640,291,000 in FY2013. This is mainly due to expansion of production capacity,
improvement in production efficiency and increase in sales volume.

For production capacity, the Group has renovated its production lines, thus expanding the
production capacity for fertilisers by around 18.4 per cent.

For sales, the Group has expanded its distribution networks and customers base, thereby
increasing the sales volume for compound fertilisers and organic fertilisers by 31.1 per cent. and
48.7 per cent. respectively, among which, sales volume of high gross margin products, silicon
magnesium compound fertiliser, increased by 68.3 per cent. Sales volume for the magnesium
products business also recorded a growth of 30.9 per cent., among which, sales volume of rare
earth magnesium alloys recorded a significant growth of 68.3 per cent., and accounted for 49.9
per cent. of total quantity sold in the magnesium products business.

Revenue
Revenue from the magnesium products business reached HKD547,366,000 in FY2013 (compared
to HKD379,932,000 in FY2012), accounting for 33.3 per cent. of the Group’s total revenue

(compared to 30.6 per cent. in FY2012) and representing an increase of 44.1 per cent. as
compared to FY2012.
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Revenue from the fertilisers business stood at HKD1,028,068,000 for FY2013 (compared to
HKD802,464,000 in FY2012), accounting for 62.7 per cent of the Group’s total revenue (compared
to 64.5 per cent. in FY2012) and representing an increase of 28.1 per cent. as compared to
FY2012.

Revenue from the metallurgical flux business amounted to HKD64,857,000 in FY2013 (compared
to HKD60,534,000 in FY2012), representing 4.0 per cent. of the Group’s total revenue (compared
to 4.9 per cent. in FY2013) and representing an increase of 7.1 per cent. as compared to FY2012.

Cost of Sales

Cost of sales for FY2013 amounted to approximately HKD1,132,526,000 (compared to
HKD910,734,000 in FY2012) and represented an increase of around 24.4 per cent. 31.5 per cent.,
66.9 per cent. and 1.6 per cent. of the cost of sales were attributable to the magnesium products
business, fertilisers business and metallurgical flux business respectively (compared to 27.7 per
cent., 29.6 per cent. and 2.7 per cent. respectively in FY2012). Cost of sales mainly comprised of
material cost and utilities cost that accounted for approximately 87.5 per cent. of the total cost of
sales.

Gross profit

Consolidated gross profit for FY2013 was approximately HKD506,765,000 (compared to
HKD332,196,000 in FY2012), surging by approximately 52.9 per cent. The consolidated gross
profit margin rose from 26.7 per cent. to approximately 31.0 per cent. This was mainly due to the
change and improvement of the product mix and increasing the sales proportion of high profit
margin rare earth magnesium alloys and the silicon magnesium compound fertilisers, thereby
enhancing the Group’s overall gross profit ratio.

Selling and Marketing Costs

Selling and marketing costs were approximately HKD69,437,000 (compared to HKD48,948,000 in
FY2012), which mainly comprised of transportation costs of approximately 69.2 per cent. and
salaries and commission of approximately 18.9 per cent. (compared to 67.0 per cent. and 25.7 per
cent. respectively in FY2012). Selling and marketing costs accounted for approximately 4.2 per
cent. (compared to approximately 3.9 per cent. in FY2012) of total revenue.

Administrative Expenses

Administrative expenses were approximately HKD55,767,000 in FY2013 (compared to
HKD48,084,000 in FY2012), which mainly comprised of staff costs, depreciation and amortisation
expenses, audit and professional fees and occupancy costs, accounting for approximately 39.6
per cent., 24.4 per cent., 6.1 per cent. and 4.1 per cent. respectively (compared to approximately
35.1 per cent., 18.6 per cent., 6.3 per cent. and 3.3 per cent. respectively in FY2012) of the total
administrative expenses for the year.

Increases in administrative expenses was mainly due to expenses incurred in coping with
expansion of the Group’s businesses; at the same time, the Group was able to minimise such
expenses as it only represented approximately 3.4 per cent. (compared to approximately 3.9 per
cent. in FY2012) of total revenue in FY2013.
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Other Income and Gains

Other income and gains amounted to approximately HKD11,782,000 (compared to approximately
HKD12,015,000 in FY2012), mainly comprised of interest income and rental income amounting to
approximately HKD5,157,000 and HKD5,241,000 respectively in FY2013 (compared to
approximately HKD6,104,000 and HKD4,633,000 respectively in FY2012).

Margin

Profit for FY2014 amounted to approximately HKD277,133,000 (compared to HKD168,584,000 in
FY2012), leaping by approximately 64.4 per cent. Profit attributable to owners of the Issuer for
FY2014 amounted to HKD287,910,000 (compared to HKD230,215,000 in FY2013), increasing by
approximately 25.1 per cent.

Consolidated Statement of Financial Position Review

The Group’s liquidity in FY2013 was mainly derived from cash generated from business
operations. As at 31 December 2013, the total amount of cash and bank balances of the Group
was approximately HKD422,901,000 (as at 31 December 2012: HKD503,194,000).

As at 31 December 2013, the Group’s total borrowings decreased by approximately 5.1 per cent.
as compared to 2012, while net current assets increased by approximately 47.9 per cent. as
compared to 2012. The Group’s gearing ratio (calculated by total borrowings over total equity) was
approximately 14.0 per cent. in 2013 (2012: 17.9 per cent.).

The Group’s existing cash resources together with the steady cash flows generated from business
activities are sufficient to meet its business needs. Net cash generated from operating activities
amounted to HKD297,905,000 (2012: HKD252,538,000).

The Group’s total non-current assets increased from HKD1,601,762,000 as at 31 December 2012
to HKD1,867,914,000 as at 31 December 2013.

Total current assets increased from HKD761,676,000 as at 31 December 2012 to
HKD972,308,000 as at 31 December 2013.

Total liabilities increased from HKD463,203,000 as at 31 December 2012 to HKD530,828,000 as
at 31 December 2013.
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BUSINESS

OVERVIEW

The Group is a leading vertically integrated producer of magnesium products and ecological
fertilisers in the PRC, which are its two main business segments. The Group also produces
and sells metallurgical flux products, which is its third business segment. The Issuer is listed
on the HKSE and had a market capitalisation of HKD4,054.0 million (approximately S$695.0
million) as of the Latest Practicable Date. The chart below shows the Group’s total revenues,
including a breakdown by business segment, for the periods indicated.

Group’s Revenue
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HKD500 T T 427.3%
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+44.1% 547. 69
HKD379.9 ° 33.3% 33.6%
30.5%
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In relation to the Group’s three business segments:

] Magnesium Products Business. The magnesium products that the Group produces
include basic magnesium products, such as general magnesium alloys and magnesium
ingots, and rare earth magnesium alloys. The Group has obtained exploration and
mining rights to a dolomite mine in the Jilin province of the PRC, from which it obtains
the dolomite that it uses to produce raw magnesium for its magnesium products. The
Group also has an integrated magnesium smelting, ingot manufacturing, alloy
processing and product warehousing and distribution plant, located approximately 10
kilometres from the dolomite mine, with an annual production capacity of 25,000 tonnes
as of 31 March 2015. As of the Latest Practicable Date, the Group has one of the largest
rare earth magnesium alloy production lines in the PRC in terms of production capacity.

. Fertilisers Business. The Group produces and sells compound fertilisers (chemically
manufactured from various materials and compounds) and organic fertilisers
(organically produced from industrial waste materials). Since 2012, the Group has been
actively developing, producing and promoting its silicon magnesium compound
fertilisers, which are its niche product. The Group has obtained exploration and mining
rights to a serpentine mine in the Jiangsu province of the PRC. Serpentine is a source
of the magnesium and silicon that the Group uses in the production of its silicon
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magnesium compound fertiliser. The abundant, quality serpentine reserves also provide
a source of auxiliary material for iron and steel smelting. The Group’s fertiliser plant,
which is located approximately one kilometre from the serpentine mine, has five
production lines with an aggregate annual production capacity of 800,000 tonnes of
organic and compound fertilisers as of 31 March 2015. As of the Latest Practicable
Date, the Group’s fertilisers are sold and distributed across 20 provinces in the PRC.

] Metallurgical Flux Business. As a secondary business, the Group also produces and
sells metallurgical flux that can be used for smelting iron and steel. The metallurgical
flux is produced from the serpentine that the Group produces from its serpentine mine.

In February 2015, the Group announced the completion of the acquisition of 739,532,000
existing and new shares, amounting to a 51.46 per cent. shareholding interest, of Group
Sense (International) Limited (“Group Sense”), a company which is also listed on the HKSE.
Following the Group’s subsequent mandatory general offer for the remaining shares of Group
Sense that it did not own, the Group’s shareholding interest in Group Sense increased to
51.88 per cent. on 26 March 2015. Group Sense is a leading manufacturer of electronic
dictionaries and other handheld information devices, and also provides electronic
manufacturing services. The Group intends to use Group Sense as a separate listed platform
through which it can focus and expand its magnesium products business.

In addition, on 4 February 2015, the Issuer entered into a non-legally binding framework
agreement regarding the proposed acquisition of the entire equity interest in various
operating project companies with magnesium and ancillary businesses such as power
generation and semi-coke.

COMPANY BACKGROUND

The Group’s founder, Mr. Chi Wen Fu, first started the research and development of organic
fertiliser products in January 1998 by initiating research on microbial compound fertilisers.
Thereafter, in order to continue the research and development, production and sale of
organic fertiliser products in the PRC, Mr. Chi established Youxi Greenland (later known as
Green Land Bio-Products Co., Ltd., which has since been deregistered as of 17 July 2012)
in January 2000.

In the second half of 2000, the Group focused on conducting market research and analysis
on potential demands for the Group’s microbial compound fertiliser and organic fertiliser
products. The Group promoted its fertilisers to tea plantations at major tea producing districts
within the Fujian province in the PRC.

The Issuer was incorporated in the Cayman Islands on 21 January 2003 as an investment
holding company for the Group, and was listed on the GEM of the HKSE. On 31 July 2008,
the Issuer’s shares were withdrawn from the GEM and since 1 August 2008, the Issuer has
been listed on the Main Board of the HKSE.

In September 2008, the Group began its first foray into the magnesium production industry:

. Through its wholly-owned subsidiary, Capital Idea Investments Limited (“Capital Idea”),
the Group acquired an 80.0 per cent. interest in Fullocean Group Limited (“Fullocean”).
This acquisition was completed in December 2008.

. Fullocean in turn held shares representing 60.0 per cent. of the share capital in China

Magnesium Limited, which was subsequently renamed “China Rare Earth Magnesium
Technology Holdings Limited” (“China Rare Earth Magnesium?”).
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. Through China Rare Earth Magnesium, Fullocean had an indirect shareholding interest
of approximately 60.0 per cent. in Baishan City Tianan Magnesium Resources Co., Ltd.
(“Baishan City Tianan Magnesium Resources”), a magnesium producer based in
Baishan City, Jilin province in the PRC.

In July 2009, again through Capital Idea, the Group acquired a further 4.5 per cent. interest
in Fullocean. In turn, Fullocean, in September 2009, acquired a further 7.0 per cent. in China
Rare Earth Magnesium (and the Issuer thus effectively acquired an additional 5.9 per cent.
shareholding in China Rare Earth Magnesium, thus effectively holding a 56.6 per cent.
interest in China Rare Earth Magnesium).

Thereafter, in December 2009, the Group acquired the exploration rights of a dolomite mine
in Jilin province in the PRC. It later acquired the mining rights to the mine in November 2010.

At the same time, the Group further developed its original fertilisers business. It began
devoting resources and research and development efforts in compound fertilisers to Jiangsu
Azureblue Technology Developments Co., Ltd. (“Jiangsu Azureblue”), based in Jiangsu
province in the PRC. Jiangsu Azureblue was established in 2007 as a joint venture between
Century Sunshine Ecological Technology Limited (“Century Sunshine Ecological”) and Lian
Yun Port De Mei New Energy Technology Limited (“Lian Yun”), which was a consultancy
company providing technical advice and consultancy services in the agricultural sector in
Jiangsu province in the PRC. The Group then increased its shareholding interest in Jiangsu
Azureblue from its initial 51.0 per cent. under the joint venture to 83.2 per cent. by acquiring
a further 32.2 per cent. stake from Lian Yun in October 2008.

The Group thereafter acquired a serpentine mine in Jiangsu province in September 2010 and
by March 2012, began producing and selling silicon magnesium compound fertilisers.

By the second half of 2012, the Group had shut down its fertilisers production plants in
Nanping, Fujian province and Jinxian, Jiangxi province, and concentrated its resources and
equipment at its production base in Jiangsu province.

The Group diversified into financial services in 2010 via the acquisition of interests in various
investment holding companies and companies dealing in securities. The Group subsequently
divested its financial services business in November 2012, to focus on its main magnesium
products and fertilisers businesses and maintaining its metallurgical flux business as a
secondary business.

By January 2013, the Group had increased its effective shareholding in China Rare Earth
Magnesium to 78.2 per cent. As Baishan City Tianan Magnesium Resources is a wholly-
owned subsidiary of China Rare Earth Magnesium, the Group’s effective shareholding in
Baishan City Tianan Magnesium Resources was also 78.2 per cent.

On 28 January 2014, the Issuer and International Financial Corporation (“IFC”) entered into
a Share Subscription Agreement pursuant to which IFC agreed to subscribe for an aggregate
of 155,077,000 fully paid new shares in the Issuer at HKD0.75 each. The subscription was
completed on 24 February 2014.

On 26 March 2015, the Group completed the acquisition of 51.88 per cent. of the entire
issued share capital of Group Sense, a company listed on the HKSE. The Group’s intention
is to use Group Sense as a separate listed platform through which it can focus and expand
on the magnesium products business.
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4.

KEY MILESTONES

The Group’s key milestones are listed below:

2000

Youxi Greenland was established and carried out the business of research
and development, production and sale of organic fertiliser products.

2003

On 21 January 2003, the Issuer was incorporated in the Cayman Islands as
an exempted company with limited liability under the Companies Law, Cap.
22 (Law 3 of 1961, as consolidated and revised) of the Cayman lIslands.

2004

On 17 February 2004, the Issuer’s shares were listed on the GEM of the
HKSE.

2006

In November 2006, the Issuer received a seven-year loan of RMB120.0
million from IFC.

2007

The Group entered into a joint venture with Lian Yun and acquired a 51.0
per cent. interest in Jiangsu Azureblue, which operates a compound
fertiliser facility in Jiangsu province in the PRC.

2008

On 1 August 2008, the Issuer’s shares were transferred to and listed on the
Main Board of the HKSE.

In October 2008, the Group increased its equity interest in Jiangsu
Azureblue from 51.0 per cent. to 83.2 per cent.

In December 2008, the Group acquired an 80.0 per cent. equity interest in
Fullocean through its wholly-owned subsidiary Capital Idea. Through
Fullocean, the Group acquired effective shareholding interest in China
Rare Earth Magnesium, which in turn wholly owned Baishan City Tianan
Magnesium Resources, which was a magnesium producer in Baishan City,
Jilin province in the PRC.

In the same month on 19 December 2008, the Group’s wholly-owned
subsidiary, Bright Stone Group Limited (“Bright Stone”), entered into a
memorandum of understanding to purchase the entire equity interest in
Gold Strategy Investments Limited and its subsidiaries (“Gold Strategy
Group”), which included Jiangsu Longteng Petrochemical Co., Ltd
(“Jiangsu Longteng”). Jiangsu Longteng carried out the business of
processing, exploration and sale of serpentine in the PRC and its principal
asset was a natural serpentine mine in Donghai county in Jiangsu province
in the PRC; it had acquired the mining rights to the same mine from the
Jiangsu Land and Resources Department in September 2007.

2009

In July 2009, the Group through Capital Idea acquired a further 4.5 per
cent. shareholding interest in Fullocean.

In September 2009, Fullocean acquired a further 7.0 per cent. interest in
China Rare Earth Magnesium. The Issuer thus effectively held a 56.6 per
cent. interest in China Rare Earth Magnesium.

In December 2009, the Group acquired, at a consideration of HKD29.4
million (approximately S$5.0 million), the exploration rights of a dolomite
mine in Jilin province in the PRC for the production of magnesium products;
it obtained mining rights in November 2010.
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2010

In 2010, the Group’s production base at Magnesium Industrial Park in
Baishan was designated as a “Demonstration Base for China Magnesium
Production” by the China Mining Association. The Group was the first to
receive such an honour in the magnesium industry.

In September 2010, the Group acquired, at a consideration of HKD367.0
million (approximately S$62.9 million), the abovementioned serpentine
mine in Jiangsu province for the production of silicon magnesium
compound fertilisers. At the time of acquisition, the serpentine mine
accounted for a market share of about 28.0 per cent. in the PRC market
and was a market leader in serpentine supply in the PRC.

Through its wholly owned subsidiary Fly Union Limited, the Group acquired
an effective shareholding interest of 91.3 per cent. in Jiangsu Longteng.

By 31 December 2010, the Group had completed its acquisition of the Gold
Strategy Group.

2011

The Group’s production of magnesium products commenced in July 2011.

On 31 October 2011, the Group established Lianyunguan Ludi Fertilisers
Co., Ltd. (EnHELkHALE A RA ) (“Lianyunguan Ludi?) and retained a
91.5 per cent. effective interest therein. This entity manufactures and sells
organic fertilisers and calcium magnesium fertilisers in the PRC.

In October 2011, the Group’s magnesium alloy enterprise was accredited
as one of the 40 comprehensive demonstration bases for applications of
mining resources by the PRC Ministry of Land and Resources and Ministry
of Finance.

2012

In January 2012, Baishan Municipal Committee of the People’s
Government of Jilin Municipality honoured the Group as one of the “Top 10
Enterprises in Science and Technology”.

In March 2012, the Group began production of its silicon magnesium
compound fertilisers.

In 2012, to improve utilisation of its facilities and raw materials, the Group
shut down its Nanping and Jinxian plants in the Fujian and Jiangxi
provinces in the PRC respectively in the same year. It then consolidated its
equipment to a production base in Jiangsu province in the PRC. The
production base began full production by the second half of 2012. As a
result, both the sales volume and gross profit margin for the Group’s
organic fertilisers increased by the year ended 31 December 2012.
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2013

In January 2013, Capital Idea acquired an additional 24.0 per cent.
shareholding interest in China Rare Earth Magnesium. The Issuer’s net
equity interest in China Rare Earth Magnesium increased by 21.66 per
cent. to 78.2 per cent. This meant that the Group’s effective shareholding
in Baishan City Tianan Magnesium Resources was also 78.2 per cent.

In May 2013, the Issuer was listed on the MSCI China Small Cap Index.

In July 2013, the Group announced that China Rare Earth Magnesium had
entered into a shares subscription agreement with Hong Kong Zhongke
Co., Limited (“Zhongke”) and John-May Co., Limited (“John-May”);
Zhongke and John-May subscribed to 3.0 per cent. of the enlarged capital
of China Rare Earth Magnesium. As Zhongke and John-May were
established by a reputable research institute in the PRC, Changchun
Institute of Applied Chemistry of the Chinese Academy of Sciences
(“CIAC”), the transaction introduced CIAC to the Group as a strategic
shareholder.

On 13 November 2013, the loan extended by the IFC in November 2006
was fully repaid.

2014

In 2014, the Group further increased its interest in Jiangsu Azureblue from
83.2 per cent. to 91.9 per cent. by acquisition of a minority equity stake.

On 28 January 2014, the Issuer and IFC entered into a Share Subscription
Agreement pursuant to which IFC agreed to subscribe for an aggregate of
155,077,000 fully paid new shares in the Issuer at HKDO0.75 each. The
subscription was completed on 24 February 2014.

In April 2014, the Group acquired a further 8.5 per cent. equity interest in
Lianyunguan Ludi, which then became a wholly owned subsidiary of the
Group.

On 30 May 2014, Baishan City Tianan Magnesium Resources entered into
a loan agreement with IFC. IFC granted Baishan City Tianan Magnesium
Resources a loan for the principal amount of US$25.0 million for seven
years.

On 17 June 2014, the Issuer entered into a Subscription Agreement with
Gem Power International Limited (“Gem Power”, a subsidiary of CCB
International (Holdings) Limited) pursuant to which Gem Power agreed to
subscribe for convertible bonds of the Issuer in aggregate principal amount
of HKD115.0 million (approximately S$19.7 million). The subscription was
completed on 27 June 2014.

On 20 June 2014, the Issuer entered into a Subscription Agreement with
Greenhouse Century Limited (“Greenhouse”, a subsidiary of China
Everbright Asset Management), pursuant to which Greenhouse agreed to
subscribe for convertible bonds of the Issuer in an aggregate principal
amount of HKD180.0 million (approximately S$$30.9 million). The
subscription was completed on 27 June 2014.
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2015

On 6 January 2015, the Group announced that it would be acquiring, through its
subsidiary Ming Xin Developments Limited (“Ming Xin”), an aggregate stake of
51.46 per cent. of Group Sense. It also announced that Octal Capital Limited
(“Octal Capital’) and Get Nice Securities Limited (“Get Nice Securities”) (being
financial services firms) may, on behalf of Ming Xin, make a potential
unconditional mandatory cash general offer to acquire all the issued shares of
Group Sense. This proposed acquisition is elaborated upon in the section titled
“Recent Key Developments”.

On 3 February 2015, the Group held an extraordinary general meeting to seek
shareholders’ approval of the sale and purchase agreement and the
subscription of a total of 239,532,000 new shares in Group Sense. The relevant
resolutions were passed and announced on 23 February 2015.

On 4 February 2015, the Issuer entered into a non-legally binding framework
agreement regarding the proposed acquisition of 100.0 per cent. equity interest
in operating project companies mainly engaged in magnesium and ancillary
businesses including power generation and semi-coke.

On 13 February 2015, the Group’s subsidiary Century Sunshine Ecological
injected further capital of RMB63.6 million into Jiangsu Azureblue, and the
Group'’s effective shareholding in Jiangsu Azureblue was increased to 95.05 per
cent.

On 26 February 2015, the Group announced that the sale and purchase and
subscription transactions in respect of Group Sense’s shares were completed.
Octal Capital and Get Nice Securities proceeded to make the mandatory cash
general offer for a further 616,753,911 shares in Group Sense on 5 March 2015.

On 26 March 2015, the Group announced the closure of the mandatory cash
general offer by Octal Capital and Get Nice Securities and that valid
acceptances for a total of 6,066,727 shares had been received, representing
approximately 0.42 per cent. of the entire issued share capital of Group Sense
as at the date of the announcement. This meant that, taking into account these
valid acceptances, the Group would be interested in an aggregate of
745,598,727 shares in Group Sense, representing approximately 51.88 per
cent. of the entire issued share capital of Group Sense as at the date of the
announcement.

On 14 April 2015, the Issuer announced its proposal to raise not less than
HKD581.25 million and not more than HKD630.53 million before expenses by
issuing not less than 1,453,119,268 and not more than 1,576,335,935 new
shares in itself at the subscription price of HKDO0.40 per offer share on the basis
of one offer share for every two existing shares held on Thursday, 7 May 2015,
and payable in full upon application. As at the Latest Practicable Date, the offer
remains open and 1,453,119,268 offer shares are fixed to be allotted and
issued. The latest time for acceptance of and payment of offer shares is fixed for
22 May 2015, with dealings in the offer shares expected to commence on 2
June 2015.

On 14 May 2015, Group Sense announced that it had entered into a framework
agreement to acquire the 100.0 per cent. equity interest in a project operating
company in the PRC. The production capacity of the operating projects of the
target company approved by the relevant regulatory bodies in the PRC
comprises 1,200,000 tonnes of clean energy, 100,000 tonnes of magnesium
and 100,000 tonnes of ferrosilicon per annum.
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BUSINESS ACTIVITIES

The Group’s principal lines of business are its magnesium products business and fertilisers
business. The Group also produces and sells metallurgical flux. The Group’s businesses are
vertically-integrated, in that the Group controls its sources of raw materials, the production
processes and thereafter sells its products through distributors or to its customers directly.

The Group’s total revenue amounted to HKD1,242,930,000 (approximately S$213,049,000),
HKD1,640,291,000 (approximately $$281,161,000) and HKD2,072,519,000 (approximately
S$$355,248,000) for the financial year ended 31 December 2012 (“FY2012”), the financial
year ended 31 December 2013 (“FY2013”) and the financial year ended 31 December 2014
(“FY2014”) respectively. This represented a year-on-year increase of 32.0 per cent. in
FY2013 as compared to FY2012 and 26.4 per cent. in FY2014 as compared to FY2013.

The following diagram sets out the breakdown of revenue contributed by each of the Group’s
businesses (FY2013 numbers in brackets):

Revenue Contributed by Group's Businesses in FY2014 (FY2013)

= Magnesium Products
m Fertilisers

= Metallurgical Flux

33.6% (33.3%)

4.8% (4.0%) 61.6% (62.7%)

The Group attained gross profit of HKD332,196,000 (approximately S$56,941,000),
HKD507,765,000 (approximately S$87,035,000) and HKD659,944,000 (approximately
S$$113,120,000) for FY2012, FY2013 and FY2014 respectively. This represented a year-on-
year growth of about 52.9 per cent in FY2013 as compared to FY2012 and 30.0 per cent. in
FY2014 as compared to FY2013. These increases were mainly due to increases in sales
volumes for the Group’s flagship products.

The following diagram tracks the Group’s gross profit and gross profit margin from the
financial year ended 31 December 2010 (“FY2010”) to FY2014:
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The Group’s profit for the year amounted to HKD168,584,000 (approximately S$28,897,000),
HKD277,133,000 (approximately S$47,503,000) and HKD339,641,000 (approximately
$$58,218,000) for FY2012, FY2013 and FY2014 respectively. This represented a year-on-
year increase of 64.4 per cent. in FY2013 as compared to FY2012 and 22.6 per cent. in
FY2014 as compared to FY2013.

The profit for the year attributable to the owners of the company in turn amounted to
HKD130,312,000 (approximately S$22,337,000), HKD230,215,000 (approximately
S$$39,461,000) and HKD287,910,000 (approximately S$49,350,000) for FY2012, FY2013
and FY2014 respectively. This represented a year-on-year increase of 76.7 per cent. in
FY2013 as compared to FY2012 and 25.1 per cent. in FY2014 as compared to FY2013.

The following diagram tracks the Group’s profit for the year attributable to the owners of the
company and profit margin from FY2010 to FY2014:
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(a) Magnesium Products Business

The Group’s magnesium products business includes mining, research and
development, processing, production and distribution and sales of basic magnesium
products and rare earth magnesium alloys, such that it has business activities in the
upstream of the value chain of the magnesium business industry, as illustrated in the
diagram below:

The Value Chain of the Magnesium Business Industry

Upstream

(The Group is an integrated Magnesium TS
platform from mining, Dolomite
processing to production Ingot Alloy
and distribution)

Midstream
(Car/high speed
trains suppliers; Die-casting
alloy material
suppliers)

Semi-solid
processing

Metal products Additives/Restore
(Automobile', 3C?, (Aluminium alloy,
aerospace?, etc) desulfurisation)

Downstream
(End product users)

Notes:

(1)  Magnesium products produced for the automobile industry include gearboxes, steering columns, the
housing for drivers’ air bags, steering wheels, seat frames and fuel tank covers.

(2)  Magnesium products produced for the computers, consumer electronics and communications (“3C”)
industry include cameras, cell phones, laptops, portable media device housings and arms of hard
drives.

(8) Magnesium products are used in the aerospace industry in thrust reversers, engines, aircraft and
helicopter transmission casings and intercontinental ballistic missiles.

Source: ITIS, International Magnesium Association
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It is one of the few integrated enterprises in the PRC’s magnesium industry.

The table below sets out certain information relating to the Group’s magnesium

products business for the periods indicated.

FY2012 % FY2013 % FY2014 %
Revenue (HKD in millions,
except for percentages):
Rare earth magnesium alloys. .. 196.3 51.7 359.0 65.6 451.0 64.7
Basic magnesium products .... 167.6 44 1 166.2 304 2171 31.2
Others. . .................. 16.0 4.2 22.2 4.0 28.9 41
Total magnesium products
FEVENUE . . . .ot 379.9 100.0 5474 100.0 696.9 100.0
Magnesium products revenue as
a percentage of total revenue . . N/A 30.5 N/A 33.3 N/A 33.6
Gross Profit Margin:
Rare earth magnesium alloys. . . N/A 39.4 N/A 40.0 N/A 39.5
Basic magnesium products . . .. N/A 24.6 N/A 16.8 N/A 16.6
Magnesium products business . . N/A 33.5 N/A 34.8 N/A 34.0

Uses of Magnesium Products and Opportunities for Growth

The Group’s two main business products are basic magnesium products and rare earth

magnesium alloys.

Basic magnesium products include general magnesium alloys and magnesium ingots.

Magnesium alloys are mixtures of magnesium with other metals, which can include

aluminium, zinc, manganese, silicon, copper and zirconium.

Magnesium alloys are the lightest structural metal to be developed, being a third lighter
than aluminium and only a quarter of the weight of steel. Their other properties include:

. high vibration and impact resistance;
. anti-radiation properties;

. resistance to creep;

. recyclable;

. high strength to weight ratios;

- high thermal stability, which means that, even when exposed to high temperatures
in production processes, magnesium alloys remain stable materials;

. excellent machinability, which means that, as a material, magnesium alloys require

little power to cut, can be cut quickly and can easily obtain a good finish;

. relative low cost on a per piece basis; and

. high resistance to corrosion.
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These properties cause magnesium alloys to be in demand by industries such as the
automotive, 3C, aerospace, aviation, defense, biomedical, chemical and packaging
industries, as elaborated upon in the following paragraphs. As an illustration of major
users of magnesium globally, these include companies in the aerospace industry such
as Airbus, Bombardier, Embraer, the European Aeronautic Defence and Space
Company N.V., Korean Aerospace Industries, Boeing, Dassault Aviation, SpaceX and
Lockheed Martin, companies in the automotive industry such as Audi, General Motors,
BMW, PSA Peugeot Citroén, Daimler, Mercedes-Benz, Benteler, Porsche and Valeo,
and companies in the packaging industry such as Rexam, Ardagh Group, Crown,
Can-Pack S.A., Amcor and Ball.’

Magnesium alloys are commonly utilised in engineering design particularly due to their
light weight, which results in improved fuel efficiency, and aids in reducing carbon
dioxide emissions. This has led to their being an attractive replacement to aluminium
alloys in the aerospace, automobile and train industries.

In light of the above, magnesium products enjoy a promising global market:

. The European Union has mandated that the average carbon dioxide emission rate
of new cars be reduced from 140.3 grams per kilometre in 2010 to 130.0 grams per
kilometre by 2015.2 The usage of car parts and components made out of
magnesium alloy can help achieve this goal, given that is a 6.0 to 8.0 per cent.
improvement in fuel economy for every 330 pounds reduction in weight of a car.

. By 2020, global vehicle consumption is expected to reach 107.0 million.® The
United States Automotive Materials Partnership (“USAMP”) has stated the 2020
strategic goal to substitute 340 pounds of magnesium components for 630 pounds
of current ferrous and aluminium parts, bring the total average vehicle magnesium
content to 350 pounds. The current usage is 10 to 12 pounds for an average
United States automaker. According to the USAMP’s strategic goal, magnesium
demand is expected to reach 17.0 million tonnes.*

. According to the China Non-Ferrous Metals News, with the rapid development in
the automobile, 3C, pharmaceutical chemicals and aerospace industries, global
demand for magnesium is expected to reach six million tonnes by 2015.

In the PRC where the Group operates, due to the eco-friendly nature of magnesium
alloys, the demand for magnesium alloys is also fuelled by the promotion of energy
savings and emission reduction measures and the promulgation of policies supporting
the development of related industries:

. According to projections in the PRC government’s “Twelfth Five-Year Plan of the
New Material Industry”, demand for magnesium will grow by a compound annual
growth rate of 26.7 per cent., which is 19.3 percentage points higher than the
average growth rate of ten nonferrous metals (7.4 per cent.), ranking the first in
annual growth rate among nonferrous metals.®

a A W N

Source:
Source:
Source:
Source:

Source:

Constellium

Magnesium Investing News
Wardsauto

USAMP

PRC Government’s Twelfth Five-Year Plan
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Under the “Thirteenth Five-year Plan”, the industry targets for magnesium output
is expected to exceed 800,000 tonnes by 2015 and 1,300,000 tonnes by 2020, with
an average annual growth rate of over 10 per cent.’

Qianzhan Research Institute forecasts that the automobile industry will be utilising
68.0 kilogrammes of magnesium alloy per vehicle in the PRC by 2015. It is also
expected that the PRC’s automobile sales will exceed 28.0 million units in 2015.
Car sales will reach 19.6 million units whereas sales units will have a 10.0 million
breakthrough by branded automobile enterprises through mergers, technological
development and marketing.?

“Development for Energy Saving and New Energy for Auto Sector (2012-2020)”
indicates average fuel consumption of cars to be reduced from 6.9 litres per 100
kilometres to 5.0 litres per 100 kilometres by 2020. This will be aligned with the
international level of weight reduction of between 16.5 to 22.0 per cent.?

According to the China Magnesium Association and U.S. Geological Survey, Mineral
Commodity Summaries, in 2014, China’s magnesium production was estimated to
reach 800,000 tonnes (with domestic and export sales accounting for 46.0 per cent. and
54.0 per cent. respectively) and the compound annual growth rate (“CAGR”) being 9.8
per cent. between 2009 and 2014 (with domestic and export sales accounting for 6.5
per cent. and 13.2 per cent. respectively between 2009 and 2014). This is set out in the
following chart:*

PRC Magnesium Output
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Source:
Source:

Source:

Source:

National Magnesium Industry Conference 2014
Qianzhan Research Institute (en.gianzhan.com)

The PRC government’s “Twelfth Five-Year Plan of the New Material Industry”, Qianzhan Research Institute
(en.gianzhan.com), National Magnesium Industry Conference 2014

The U.S. Geological Survey, Mineral Commodity Summaries
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Global magnesium output (excluding data from the United States) for the same period
was 907,000 tonnes, with a CAGR of 8.7 per cent. from 2009 to 2014. This is set out

in the following chart:’

Global Magnesium Output
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Based on the above statistics, the PRC contributed the majority of the world’s
magnesium production, accounting for over 88.0 per cent. of global output in 2014. The
PRC government’s policies as set out above also boost the PRC’s magnesium
production industry in which the Group operates.

The USAMP also expects magnesium alloys to play an increasingly significant role in
various industries in the coming future, against the backdrop of the increasing scarcity
and issues with the recycling of other major metals such as copper, aluminium, lead and
nickel. In fact, in terms of product life cycle, magnesium is at its introduction stage.

The following diagram tracks the market price of magnesium in relation to aluminium

from 2010 to 2015:2

RMB/Tonne

19500 +
19000 +
18500
18000
17500 4
17000 4
16500 -

31 Mar 2010 22 Mar 2011 15 Nov 2011 11 Jul 2012 11 Mar 2013 7 Nov 2013 10 Jul 2014 11 Mar 2015
m— Mg m— Al
1 Source: The U.S. Geological Survey, Mineral Commodity Summaries
2 Source: Asian Metal (www.asianmetal.com)
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Rare earth magnesium alloys are mixtures of certain rare earth metals such as cerium,
lanthanum and ytterbium to magnesium. Rare earth metals are a group of 17 elements
with close chemical characteristics, but with significant differences between them when
added to magnesium. Such rare earth magnesium alloys result in an even higher
strength material with a lower density than general magnesium alloys.

Rare earth magnesium alloys are thus important structural materials and are employed
particularly where low weight of construction is critical such as in the construction of
aircraft and space apparatus.

While the Group produces both basic magnesium products and rare earth magnesium
products, it has begun focusing on the development of the latter, principally because the
latter, relative to the former, are categorised as high-end products with higher
technological barriers to entry; rare earth magnesium products face less competition
than traditional magnesium ingots and yield a higher profit margin. The Group has
invested in research and development in order to compete in the magnesium products
business, and owns, has registered or is registering 21 patents in respect of its
magnesium products business.

Production and Sales Results for Magnesium Products

The Group is targeting for an increase in production capacity of 370.0 per cent. from
FY2013 to the financial year ended 31 December 2016 (“FY2016”). Whereas annual
capacity in FY2013 was recorded as 16,000 tonnes, due to the Group’s expansion
works, actual output recorded was actually 17,331 tonnes. Following further technical
enhancements, the Group’s actual output of magnesium products was 22,828 tonnes in
FY2014 with an annual capacity of 25,000 tonnes. With the completion of the Group’s
phase Il expansion plan, it expects that the annual capacity of its production facilities
for its magnesium products to be 75,000 tonnes by the end of 2016.

More details on the Group’s production facilities and utilisation rates for its magnesium

products business are set out in the section “Production Facilities and Utilisation —
Magnesium Products Business”.
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The following diagrams set out the split in production between basic magnesium
products and magnesium and rare earth magnesium alloy products in FY2014, and the
targeted split in production in FY2016:

Actual Production in FY2014

50.0% 50.0%

B Basic Magnesium Products

B Magnesium and Rare Earth
Magnesium Alloy Products

Targeted Production in FY2016

B Basic Magnesium Products

B Magnesium and Rare Earth
Magnesium Alloy Products

60.0%

The table below shows the sales volumes and average realised selling prices of the
Group’s magnesium products for the periods indicated.

FY2012 FY2013 FY2014
Sales Volumes (tonnes):
Rare earth magnesium alloys. . ... .. 5,010 8,434 11,442
Basic magnesium products. . ....... 7,897 8,463 11,341
Total. ....... ... 12,907 16,898 22,783
Average Realised Selling Prices
(HKD per tonne):
Rare earth magnesium alloys. . ... .. 39,184 42,563 39,411
Basic magnesium products. . ....... 21,228 19,634 19,143

Major end users of Magnesium Products

Major end users of the Group’s magnesium products include clients in the automobile,
consumer electronics, military, aviation, medical and other industries.
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The Group’s Key Assets in the Magnesium Products Business

Mining and Exploration Rights to Dolomite Mine in Baishan City, Jilin Province

In December 2009, the Group acquired the exploration rights to a dolomite mine in
Baishan City, Jilin province in the PRC. It later acquired the mining rights to the mine
in November 2010.

Dolomite is an anhydrous carbonate mineral composed of calcium magnesium
carbonate, and is used in the production of magnesium. The Group’s access to this
mine enables it to secure high quality raw materials for its magnesium products.

The Issuer expects the mine’s reserves to support the Group’s production activities for
a further 30 years; this takes into account that in order to produce one tonne of
magnesium, the Group requires 10.5 to 11 tonnes of dolomite. The Group’s mining
license is for a valid period of nearly 15 more years and is set to expire in November
2030. The license is presently renewable on the basis that there remain reserves at the
time of its expiry.

The dolomite mine has a dolomite reserve of 23.0 million tonnes as of November 2010,
when the Group acquired the mining rights to the mine, based on a reserve report from
China Ore Resources Committee (4% iif#®5r2), a PRC government body. The
Group is currently using 120 acres of land (phase I) and produces one million tonnes
of ore per annum. It is one of the few open pit dolomite mines in the PRC. The Group
continues to monitor the dolomite extracted for its magnesium products business. For
FY2014, the Group completed a dolomite output of 414,722 tonnes, compared to
315,236 tonnes in FY2013 and 239,385 tonnes in FY2012. During this period, the
Group did not carry out exploration activities but engaged only in development and
mining production activities for the mine. There was no material change in the ore
reserve of the dolomite mine between FY2012 and FY2014.

Magnesium Plant within Close Proximity of Dolomite Mine

The Group’s dolomite mine also has the benefit of proximity to its magnesium
production premises. Thus, the Group’s cost of operation is lowered by operating an
integrated platform that carries out smelting, ingot manufacturing, alloy processing and
distribution of the magnesium alloys, from its Baishan City Tianan Resources
magnesium plant in the China Magnesium Industrial Park in the Hunjiang District of
Baishan City, Jilin province. The Group has maintained an interest in Baishan City
Tianan Resources since December 2008. By January 2013, the Group had increased its
effective shareholding in Baishan City Tianan Resources to 78.2 per cent.

Please see the sections titled “Production Processes involved in the Group’s
Magnesium Products Business” and “Production Facilities and Utilisation — Magnesium
Products Business” below.

Other Assets and Advantages

As at the Latest Practicable Date, the Group holds exclusive rights to use 21 patented
technologies in its magnesium production. Details on the Group’s intellectual property
rights are set out at the section titled “Intellectual Property”.

The Group also invests heavily in research and development. Details of its research and
development efforts in respect of its magnesium products business are set out at the

section titled “Research and Development”.
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(b) Fertilisers Business

The Group’s fertilisers business covers two product categories, being compound
fertilisers and organic fertilisers. These in turn cater to the mass agricultural and organic
markets respectively. The Group’s fertiliser brands, “Feng Shou”, “Le He He” and “Zhan
Lan”, are well-received and recognised in the local PRC market. These fertilisers are
specialty products with specific formulas addressing different soil conditions and
nutrient requirements of crops.

The table below sets out certain information relating to the Group’s fertilisers business
for the periods indicated.

FY2012 % FY2013 % FY2014 %

Revenue (HKD in millions,
except for percentages):

Compound fertilisers ... ... ... 614.4 76.6 749.9 72.9 930.5 72.9

Organic fertilisers . .......... 174.5 21.7 275.5 26.8 3451 27.0

Others. . .................. 13.6 1.7 2.7 0.3 1.7 0.1
Total fertilisers revenue . .. .. 802.5 100.0 1,028.1 100.0 1,277.3 100.0

Fertilisers business revenue as

a percentage of total revenue . . N/A 64.6 N/A 62.7 N/A 61.6

Gross Profit Margin:

Compound fertilisers . .. ... ... N/A 17.9 N/A 22.0 N/A 23.2

Organic fertilisers . .......... N/A 35.5 N/A 37.9 N/A 37.6

Fertilisers business .. ........ N/A 21.0 N/A 26.4 N/A 27.1

Fertilisers and Opportunities for Growth

Given that the PRC is the world’s most populous country, the long term growth potential
of the fertiliser market, which supports the agriculture industry in the PRC, remains
optimistic. General market expectation is that demand for fertilisers in the PRC will grow
as a result of increasing demand for food, decreasing arable land and lower crop yields.

An emerging segment in the fertiliser industry is ecological fertilisers, with the PRC
government planning additional farm subsidies, the elimination of certain land taxes and
the introduction of land reform initiatives to promote organically grown products. At the
same time, the PRC government is encouraging the use of ecological fertilisers due to
the deteriorating quality of land from the use of harsh chemicals, limited per capita
arable land and the increasing demand on food supply due to the PRC’s growing
population. Global warming also shortens the growth period of some plants and
increases insect populations.
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Compound Fertilisers

Chemical fertilisers are chemically manufactured from various materials such as
nitrogen, phosphorus, potassium, and other compounds such as calcium, magnesium
and sulphur. Where these chemical fertilisers contain more than one nutrient, they are
known as compound fertilisers. Despite the abovementioned environmental concerns,
these fertilisers still have a strong role to play in the PRC market given that they
specifically target deficiencies in Chinese soil and promote faster growth rates in crops.
Compared to organic fertilisers, these fertilisers are also used primarily in cereal crops
such as wheat, rice, grain and corn to promote faster and more aggressive growth,
whereas organic fertilisers are used mainly in cash crops such as green food,
vegetables and teas and in orchards.

The Group produces nitrogen-phosphorus-potassium (“NPK”) compound fertilisers and
silicon magnesium compound fertilisers.

The Group’s products enjoy a growing domestic market, as in the PRC, the total usage
of compound fertilisers generally has increased by 85.0 per cent. in the past 10 years,’
the total usage of nitrogen, phosphorus and potassium (“N, P, K”) fertilisers has
increased by 31.5 per cent. in the last decade? and the potential market size for silicon
magnesium compound fertilisers is up to 40.0 million tonnes.® The following diagram
sets out the growth in the usage of N, P, K fertilisers and compound fertilisers
respectively the PRC:*

2002-2011 Fertilisers Usage Growth in China (10K tonnes)

5,911.9
4,339.4
2,057.
1,040.4 0575
2003 2005 2007 2009 2011 2013

N, P, K Fertiliser Compound Fertiliser

The features of the sulphur-based NPK compound fertilisers are that they:
. are in granule form;

. contain nitrogen which aids in foliage growth and promotes seed and fruit
production;

. contain phosphorous which aids in the development of roots and flowers;

. contain potassium which is key to the overall health of crops by aiding the building
of protein and photosynthesis and production resistance to disease;

B C* I \v}

Source:
Source:
Source:

Source:

National Bureau of Statistics of China
National Bureau of Statistics of China
Chinese Academy of Agricultural Sciences

National Bureau of Statistics of China
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- contain sulphur which contributes to increased crop yields by providing direct
nutritive value, while providing indirect nutritive value as soil amendments and
improving the use efficiency of nitrogen and phosphorus; and

. promote greater uniform distribution of the above essential plant nutrients.

Since March 2012, the Group has been actively developing, producing and promoting
its silicon magnesium compound fertilisers, which are its niche product. The Group
focused on producing this niche product because, according to estimations by the
Chinese Academy of Agricultural Sciences, more than 50.0 per cent. and 19.0 per cent.
of the PRC’s rice paddy fields lack silicon and magnesium respectively. The features of
silicon magnesium compound fertilisers are that they:

. contain silicon, which can improve crops’ drought tolerance, strength and disease
resistance, and is an important nutrient for high silicon-accumulating crops such
as rice, sugarcane, barley and maize; and

. contain magnesium, which promotes photosynthesis and is also used by plants in
the metabolism of carbohydrates, cell membrane stabilisation and the regulated
uptake of other nutrients.

Organic Fertilisers

Organic fertilisers are fertilisers that are ecologically friendly for use in the environment.
The Group produces organic fertilisers using the pile fermentation method on industrial
wastes from cattle farms.

While these organic fertilisers contain fewer nutrients compared to other fertilisers, they
appeal to environmentally conscious end users and consumers, have low risk of
over-fertilisation and also improve soils by aeration and absorption of water.

In particular, the long-term use of chemical fertilisers in the PRC has led to calls by the
PRC central government for “scientific fertilisation” (for instance, through the use of
fertilisers with formulas targeting deficiencies in particular types of soil), in the face of
environmental problems and concerns such as soil acidification, deteriorating soil
conditions and the possibility of water contamination.

There has also been increased demand for organic or green food which will continue to
boost organic fertiliser consumption.

Production and Sales Results for Fertilisers

The Group is targeting for an increase in production capacity of 122.0 per cent. from
FY2013 to FY2016. Annual capacity in FY2013 was recorded as 450,000 tonnes with
actual output at 420,000 tonnes. Thereafter, the Group’s annual capacity increased to
750,000 tonnes in FY2014, with an actual output of 570,000 tonnes, with the completion
of the Group’s new production plant in Jiangsu with 300,000 tonnes capacity. By 2015,
the Group’s annual capacity is 800,000 tonnes due to further technical enhancement,
with a targeted output of 650,000 to 700,000 tonnes. By FY2016, the Group expects
that the annual capacity of its production facilities for its fertilisers business to reach
1,000,000 tonnes, with a targeted output of 850,000 tonnes.

More details on the Group’s production facilities and utilisation rates for its magnesium
products business are set out in the section “Production Facilities and Utilisation —

Fertilisers Business”.
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The following diagrams set out the split in production between compound fertilisers
(other than silicon magnesium compound fertilisers), silicon magnesium compound

fertilisers and organic fertilisers in FY2014, and the targeted split in production in
FY2016:

Actual Production in FY2014

B Compound Fertilisers
(excluding Silicon Magnesium
Compound Fertilisers)

H Silicon Magnesium
Compound Fertilisers

® Organic Fertilisers

48.0%
24.0%

Targeted Production in FY2016

B Compound Fertilisers
(excluding Silicon Magnesium
Compound Fertilisers)

H Silicon Magnesium
Compound Fertilisers)

1 Organic Fertilisers

35.0%
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The table below shows the sales volumes and average realised selling prices of the
Group’s fertiliser products for the periods indicated.

FY2012 FY2013 FY2014
Sales Volumes (tonnes):
Compound fertilisers. .. ........... 221,864 290,552 381,212
Organic fertilisers . .. ............. 86,304 128,292 163,144
Total......... ... .. .. .. .. .. ... 308,168 419,244 544,356
Average Realised Selling Prices
(HKD per tonne): .................
Compound fertilisers. .. ........... 2,769 2,577 2,441
Organic fertilisers . .. ............. 2,021 2,147 2,115

The Group’s Key Assets in the Fertilisers Business

The Group’s Serpentine Mine in Donghai County in Jiangsu Province

The Group’s production of its silicon magnesium compound fertilisers benefits from the
Group’s acquisition of a serpentine mine situated in Donghai County in Jiangsu
province in the PRC.

This mine has serpentine reserves of 55.0 million tonnes as of September 2010, when
the Group acquired the rights to the serpentine mine, based on a reserve report from
the Joint Ore Reserves Committee, which is a body that develops the Australasian Code
for Reporting of Exploration Results, Mineral Resources and Ore Reserves, or the
JORC Code. The Group continues to monitor the serpentine extracted for its
businesses. For FY2014, the Group completed a serpentine output of 539,823 tonnes
(compared to an output of 543,526 tonnes in FY2013 and 512,252 tonnes in FY2012).
During this period, the Group did not carry out exploration and development activities
but engaged only in mining production activities for the mine. There was no material
change in the ore reserve of the mine between FY2012 and FY2014.

The Group’s subsidiary, Jiangsu Longteng, first acquired the mining rights to the
serpentine mine from the Jiangsu Land and Resources Department in September 2007.
The mining rights are to expire in October 2020. The license is presently renewable on
the basis that there remain reserves at the time of its expiry.

Serpentine is a source of magnesium, and is thus critical to the Group’s production of
its silicon magnesium compound fertilisers. It is also used in the Group’s metallurgical
flux business.

Other Assets and Advantages

The Group holds exclusive rights to use seven patented technologies in its production
of its fertilisers, and has registered three trademarks for its fertilisers business. The
details of the trademarks are set out in the section titled “Intellectual Property”.

The Group also invests heavily in research and development. Details of its research and

development efforts in respect of its fertilisers business are set out at the section titled
“Research and Development”.
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(c)

(d)

Metallurgical Flux Business

The Group has a secondary metallurgical flux business. As abovementioned, this
business is supported by the Group’s abundant supply of serpentine which is an
indispensible source of auxiliary material for iron and steel smelting.

Serpentine can act as flux, which are used in the smelting process in order to purge
metal of chemical impurities such as phosphorus by forming a liquid slag, which allows
metal to be easily separated from the impurities.

The Group’s metallurgical flux business is a secure and stable source of income.
Revenue from this business amounted to HKD60,534,000 (approximately
$$10,376,000), HKD64,857,000 (approximately S$11,117,000) and HKD98,333,000
(approximately S$16,855,000), representing 4.9 per cent., 4.0 per cent. and 4.8 per
cent. of the Group’s total revenue, in FY2012, FY2013 and FY2014 respectively. This
also represented a year-on-year increase of 7.1 per cent. in FY2013 as compared to
FY2012 and 51.6 per cent. in FY2014 as compared to FY2013.

The Group’s Equity Investments

As a residual investment from its financial services business activities and through its
subsidiaries Forth Well Investments Limited and Feijun Investments Limited, the Group
holds 2.3 per cent. of the shares in the Australia-listed TTG Fintech Limited (“TTG
Fintech”). TTG Fintech is a software and technology developer which operates in the
Chinese market and provides electronic financial authentication solutions to financial
institutions and online and offline enterprises, information technology services,
electronic promotion information and electronic messaging services. Its wholly owned
subsidiary, Shenzhen Taotaogu Information Technology Co. Ltd. is in partnership with
UnionPay Financial Network. This partnership operates and maintains China UnionPay
Co., Ltd.’s electronic payment and settlement platform.

As at 31 December 2014, the fair value of the equity investments was approximately
HKD30.4 million (approximately S$5.2 million).

PRODUCTION PROCESSES INVOLVED IN THE GROUP’S MAGNESIUM PRODUCTS
BUSINESS

The Group’s production process for its magnesium products can be generally set out in the
following seven stages:

(1)

Mining process — the Group engages in mining activities in its dolomite mine; this
includes the process of drilling and blasting to mine dolomite, and thereafter processing
the mined dolomite into granular form.

Calcination — the dolomite, in granular form, is calcined into calcinated dolomite at
1,200 degrees Celsius. The calcined dolomite is then mixed with a reducing agent,
ferrosilicon, to produce raw magnesium through the process of deoxidisation.

Refining — A solvent is added to the raw liquid magnesium to purify and prevent
oxidisation. Thereafter, the liquid magnesium is cast into ingots, which with washing and
drying can be packed for sale.

Production of alloys — Magnesium ingot is mixed with aluminium, zinc and various rare

earths in a smelting process. Specific formulas of different metals and rare earth
determine the characteristics of the resulting alloys.
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(5) Forging — Thereafter, the alloys undergo plastic deformation under high pressure
exerted by metal forging machines.

(6) Processing — Alloys are forged and cast into specific shapes.

(7) Anti-corrosive treatment — Alloys then undergo alkaline washing, ultrasonic washing,
micro-arc oxidisation and drying. The final products are then ready for sale.

The production process can also be seen in the following diagram:

Production Process For Magnesium Products Business

1. Mining dolomite:

Transform the dolomite in the form
of granules

8. Final Product

Magnesium tire rims are light in
weight (18-inch weights 6.7 kg,
16-inch weights below 5kg). They
are expected to be widely used for
fuel efficiency improvement

T
Calcine the dolomite granules into
calcinateddolomite at 1200°C

Mix ferrosilicon (reducing agent)
with the calcineddolomite to
produce raw magnesium (98%)
through deoxidisation

7. Anti-corrosive
treatment

Conduct alkaline washing,
ultrasonic washing, micro-arc
oxidisation and drying

k- Roﬁninq

s o 4 b
Add solvent in liquid magnesium
to purify and prevent oxidisation

Cast magnesium ingot (99.9%)
after washing and drying then
packed for sale

1K

Forge and cast alloys into
specific shape

4. Alloy

Mix magnesium ingot, aluminum,
zinc and various rare-earth in a
smelting process

Specific formulas of different
metals and rare-earth
determines characteristics of
alloys

5. Forging

Undergo plastic deformation
under high pressure exerted by
metal forging machines

7. PRODUCTION PROCESSES INVOLVED IN THE GROUP’S FERTILISERS BUSINESS

(a) Organic Fertilisers

The production processes for the Group’s powdered and granular organic fertilisers and
organic-inorganic compound fertilisers are set out in the following diagrams:
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The above processes generally rely on a simple biochemical reaction (vide the pile
fermentation process) and involves organic materials such as industrial waste which
can be obtained at low procurement costs.

(b) NPK Compound Fertilisers

The production process for the Group’s sulphur-based NPK fertilisers can be set out as
follows:

Under low temperatures, potassium
chloride and sulphuric acid react to
produce potassium bisulphate solution

Potassium bisulphate solution is
mixed with phosphoric acid

The mixture is neutralised with ammonia to
obtain a mixture of potassium sulphate,
ammonium sulphate, ammonium dihydrogen
phosphate and ammonium hydrogen phosphate

A mixture of potassium sulphate,
ammonium sulphate, ammonium
dihydrogen phosphate and ammonium
hydrogen phosphate is obtained

Cooling, drying and granulation processes
are carried out

Granular sulphur-based NPK
compound fertiliser is weighed and
packed
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(c) Silicon Magnesium Compound Fertilisers

The production process for the Group’s silicon magnesium compound fertilisers can be
set out as follows:

Serpentine is extracted from
mines and is processed through a
jaw crusher and ball mill and
added to a slurry pond

Sulphuric acid is added to the
serpentine and the mixture goes
through a reaction tank

The mixture is added to
magnesium oxide and nitrogen-
phosphorus pentoxide-potassium
oxide in a mixing tank

Cooling, drying and granulation
processes are carried out

Silicon magnesium compound
fertiliser is weighed and packed

The above process relies on a simple chemical reaction and involves serpentine usage
which the Group can obtain from its own serpentine mine.

(d) Testing of New Fertiliser Products

Alongside the Group’s regular production processes, the Group also conducts testing of
new products on live agricultural plots. The Group approaches farmers and local
governments in the PRC to lease plots of their arable land for such testing to be carried
out. Due to the competitive nature of the fertiliser manufacturing industry in the PRC,
the Group consistently engages in such arrangements in order to develop new products
quicKkly.
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The use of various plots of arable land to test new products allows the Group to check
harvests which were grown with these new products against neighbouring plots of land
acting as controls. The Group also enters into arrangements with farmers who produce
specialty products and/or are in regions producing specialty products; for instance, the
Group would approach a farmer of a particular kind of tea in order to test its specialty
fertiliser which aids tea plant growth.

PRODUCTION FACILITIES AND UTILISATION

The Group has obtained the relevant land use rights in respect of the land on which its
production facilities are built and maintained for both its magnesium products business and
fertilisers businesses. As at the Latest Practicable Date, these land use rights are for terms
of approximately 40 years.

(a) Magnesium Products Business

Through its subsidiary Baishan City Tianan Magnesium Resources, the Group operates
an integrated platform magnesium plant in the Hunjiang District of Baishan City, Jilin
province in the PRC. lts production facilities include a production plant, warehouse,
employee accommodation and ancillary facilities.

As many heavy industries are based in the northeastern region of the PRC, the location
of the Group’s production premises is within 400 to 500 km of its customers (such as the
First Automobile Works Group and Jinbei). The lower transportation costs translate into
lower costs per tonne.

The Group currently has the biggest rare earth magnesium alloy production line in the
PRC in terms of production capacity, with a utilisation rate of 75.0 per cent., 108.3 per
cent., and 91.3 per cent. in 2012, 2013 and 2014 respectively.

The Group’s estimated average annual maximum production capacity and the
estimated average annual utilisation rate for its facilities for FY2012 to FY2014, and its
targeted annual production capacity, annual production volume and average annual
utilisation rate for its facilities in the financial years ended 31 December 2015
(“FY2015”) and FY2016 are as set out in the following table:

Magnesium Production FY2012 FY2013 FY2014 FY2015 FY2016

(targeted)
Production Capacity
(’000 tonnes) 16.0 16.0 25.0 25.0 75.0%
Production Volume
(’000 tonnes) 12.0 17.3" 22.8 N.A. N.A.
Utilisation Rates (%) 75.0 108.3 91.3 N.A. N.A.
Notes:

(1)  The production volume was recorded as being higher than the production capacity in FY2013 because,
while the Group had planned to expand production capacity in FY2014, these plans were completed
ahead of schedule before 2014. The Group was thus able to actually produce a greater volume of
magnesium products in FY2013.

(2) The Group expects that the production capacity for its magnesium products business facilities to
increase to 75,000 tonnes by FY2016 following the completion of its phase Il expansion plan.
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(b)

Fertilisers Business

The Group’s production base in Jiangsu province, consolidated as at late 2012, has the

following features:

] production plant, warehouse, employee accommodation, ancillary facilities with a
gross floor area of over 1,000 mu (approximately 666,700 square metres);

J five production lines;

. production capacity of 800,000 tonnes of organic and compound fertilisers as at

31 March 2015; and

. close proximity to the Group’s serpentine mine for efficient and lower cost
production of silicon magnesium compound fertilisers.

The Group’s annual production capacity, annual production volume and average annual
utilisation rate for its facilities for FY2012 to FY2014, and its targeted annual production
capacity, annual production volume and average annual utilisation rate for its facilities
in FY2015 and FY2016 are as set out in the following table:

Organic Fertiliser
Production

Production Capacity
(’000 tonnes)

Production Volume ('000

tonnes)

Utilisation Rates (%)

NPK Compound
Fertiliser Production

Production Capacity
(’000 tonnes)

Production Volume
(’000 tonnes)

Utilisation Rates (%)

Silicon Magnesium
Compound Fertiliser
Production

Production Capacity
(’000 tonnes)

Production Volume
(’000 tonnes)

Utilisation Rates (%)

FY2012

100.0

80.0
80.0

FY2012

180.0

160.0
88.9

FY2012

100.0

60.0
60.0
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FY2013

150.0

130.0
86.7

FY2013

200.0

190.0
95.0

FY2013

100.0

100.0
100.0

FY2014 FY2015
(targeted)
200.0 200.0
160.0 170.0
80.0 85.0
FY2014 FY2015
(targeted)
300.0 350.0
280.0-
270.0 310.0
90.0 88.6
FY2014 FY2015
(targeted)
250.0 250.0
200.0-
140.0 220.0
56.0 88.0

FY2016
(targeted)

250.0

200.0
80.0

FY2016
(targeted)

400.0

350.0
87.5

FY2016
(targeted)

350.0

300.0-
85.7



RESEARCH AND DEVELOPMENT

For both of its two main business segments (i.e. its magnesium products business and its
fertilisers business), the Group has an established track record for producing innovative and
commercially viable products. As of the Latest Practicable Date, the Group has the right to
use 28 patents, 21 of which were developed by the CIAC, a strategic shareholder of the
Issuer, and seven of which were developed by the Group in-house with the assistance of the
Chinese Academy of Agricultural Sciences.

In order to secure higher success rates in its research and development efforts, the Group’s
sales and marketing teams for each of its business segments work closely with its
distributors and end users. The teams identify trends in market demand based on feedback
from these distributors and end users, react to specific requests from the Group’s products’
end users, analyse results of market surveys conducted and reports in industry publications,
and also continuously seek to develop new products in order to maintain the Group’s
competitive edge.

(a) Magnesium Products Business

In July 2013, the Group introduced the CIAC, one of the PRC’s most authoritative
national research institutes dealing with magnesium alloys, as a strategic shareholder
of the Issuer. In doing so, the Group drew upon the institute’s research on new materials
and rare earth magnesium alloys. For instance, the Group employs researchers with the
institute, Dr. Zhang Hongjie and Mr. Meng Jian, as its senior technology consultant and
senior rare earth magnesium alloys consultant respectively. Both these consultants
have extensive technical background and expertise in magnesium alloy smelting and
research and development in new materials:

] Dr. Zhang is an academician of the Chinese Academy of Sciences, Deputy Chief
Scientist of the National Rare Earth Research Project, an officer at both the Rare
Earth Resources Laboratory and the Rare Earth Professional Committee, and a
research at the CIAC.

. Mr. Meng is a professor and deputy office of the Rare Earth Resources Utilisation
of CIAC and the director of both the Chinese Nonferrous Metal Society and Jilin
Metal Institution. He is an industry expert at the China Magnesium Association,
having contributed substantially to the development and application of magnesium
alloys.

The Group is also a member of the “Strategic Alliance on Technology and Innovation”
of the Jilin magnesium industry, allowing it access to firsthand information on research
and development and market development in the PRC.

As at the Latest Practicable Date, the Group has a team of over 20 personnel engaged
in the research and development of new and/or improved magnesium products as well

as processing technologies.

The Group’s policy is to register its new products and technologies with relevant end
users, such as the First Automobile Works Group, as soon as they are developed.

(b) Fertilisers Business
As at the Latest Practicable Date, the Group has a team of 50 personnel engaged in the
research and development of new fertiliser products as well as processing

technologies.
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The Group’s research and development team also has the support of the Chinese
Academy of Agricultural Sciences; the team will consult the Chinese Academy of
Agricultural Sciences in the course of its development work.

The research and development of new fertiliser products for a particular crop includes
generally five stages:

(1) The relevant crop is analysed and examined in order to identify its nutritional
needs for growth.

(2) The soil type and climate of the area where the crop will be grown are analysed.

(3) Based on the information gathered on the crop, soil type and climate conditions,
the Group identifies appropriate raw material mix and production process of the
new fertiliser product.

(4) Prototype samples of the new fertiliser product are tested by applying them on
different types of soil in the area where the crop will be grown, together with
monitoring the different crop samples during their respective growth cycle.

(5) Crops grown under the different conditions will be analysed and compared to
identify the most effective composition of the new fertiliser product and its
associated production process. The Group engages farmers and lease plots of
their arable land in order to conduct testing of the fertiliser products.

Due to differing crop types, soil and climate conditions, the entire process of developing
a new fertiliser product and the associated production process can take from a few
months to up to a year.

In compliance with the relevant PRC rules, after completion of testing on live
agricultural plots and before new products are allowed for distribution, the Group
registers its new fertilisers products with the PRC’s Ministry of Agriculture such as the
provincial-level agricultural commissions, as soon as they are developed, for
certificates to be issued to the Group for the production and distribution of such new
products.

In addition to research and development into new products and production processes,
the Group’s research and development teams also provide after-sales support and
training to its distributors and end users. For the Group’s major customers, in addition
to providing them with training on appropriate fertiliser application techniques, the
Group also examines their crops and provides specific technical advice and support
during the crops’ growth cycle. These services help to build and strengthen
relationships with customers, and also allow the Group to receive feedback on its
products for continuous development and improvement. This enables the Group to
ensure that it continuously improves the quality of its products.
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10. INTELLECTUAL PROPERTY

As at the Latest Practicable Date, the Group has registered the following three trademarks
for its fertilisers business:

S/N Trademark Country of Registration Category
1. ® PRC Supporting brand for all
7 product categories
‘ ZHANLAN
xE
2. R o4 PRC Compound Fertilisers
¥
-: o= ol ]

3. R PRC Silicon Magnesium
CE”aD Organic Fertilisers

There are no registered trademarks for its magnesium products business.

Further, the Group has the right to use 28 patents. Of these 28 patents, 21 of these are in
respect of the Group’s magnesium products business and developed by the CIAC, and the
remaining seven were developed by the Group in-house with the assistance of the Chinese
Academy of Agricultural Sciences and pertain to its fertilisers business.

The following table sets out the relevant information relating to the Group’s 21 patents
relevant to its magnesium products business:

Country of Registration Date of Period of

SN Patent Registration No. Application Status Validity

1. IR UT A A The PRC ZL 2005 1 28 October Valid 22 April 2009
R L f i 5 A 0017229.7 2005 to 28 October
R e Ay 2025
%

2. TR E R E | The PRC ZL2007 1 29 Valid 29 July
FEFFEEG 0306657.0 November 2009 to

2007 29 November
2027

3. B LEiE | The PRC ZL 2007 1 29 Valid 25 January
FRGUITRAR B 0306663.6 December 2012 to
G 2007 29 December

2027

4. —MEERRLE The PRC ZL 2008 1 21 May Valid 28 October
e SR R Mg- 0050481.1 2008 2009 to 21 May
Al-MnJEFEES 2028
&

5. — R SR A The PRC ZL 2008 1 21 May Valid 16 June 2010
T 1 v o = ) 0050482.6 2008 to 21 May 2028
Mg-Al-Mn /%44
BEA @ik
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Country of Registration Date of Period of
SN Patent Registration No. Application Status Validity
6. High-strength, The US UsS 7,708,937 17 April Valid 4 May 2010 to
High- B2 2008 17 April 2028
toughness,
Weldable and
Deformable
Rare Earth
Magnesium
Alloy
7. Method for The US US 7,744,814 23 Valid 29 June
Producing a B2 December 2010 to
Magnesium- 2008 23 December
Lanthanum 2028
Praseodymium
Cerium
Intermediate
Alloy
8. 5l IIWAER | The PRC ZL 2007 1 6 November | Valid 12 January
it R B R A 4 0056279.5 2007 2011 to
6 November
2027
9. AmE SRk | The PRC ZL 2005 1 28 Valid 7 November
& 5C-Hhing 0119121.9 December 2012 to
EIOWRAS 2005 28 December
2025
10. MAE &Kk | The PRC ZL 2009 1 28 Valid 28 September
filEaa=t hikexin 0002727.2 December 2011 to
T A Er 2005 28 December
Tk 2025
11. —FEkRERf | The PRC ZL 2010 1 14 July 2010 | Valid 30 May 2012 to
wITIE 0225691.7 14 July 2030
12, ZIBEG&EMZ | The PRC ZL 2006 1 15 Valid 18 March
FLAR BT F & LA 0163259.3 December 2009 to
B 25 7 i R 2006 15 December
EFLIT 2026
13. — - BB The PRC ZL 2007 1 6 December | Valid 26 August
s KL 7k 0056399.5 2007 2009 to
6 June 2027
14. B-#-Fit A4 | The PRC ZL 2007 1 12 Valid 27 January
B8 T i 0193536.X December 2010 to
2007 12 December
2027
15. —MZILE-IK | The PRC ZL 2007 1 16 October Valid 16 December
Bramz ALl 0056175.4 2007 2009 to
AZ91 G G-I 16 October
i sZ57 S Ken ) 2027
R T i
16. —MrEsEES 4 | The PRC ZL 2006 1 22 Valid 7 January 2009
0017200.3 September to
2006 22 September
2026
17. — i AEEEA | The PRC ZL 2006 1 30 Valid 8 October 2008
T A& e EEL 0131692.9 November to
BLiiyrRvS 2006 30 November

2026
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Country of Registration Date of Period of
i Patent Registration No. Application SRS Validity
18. Fi L84 4mH | The PRC CN2011101914 | In Progress Pending N.A.
BTk 55.2
19. —MH# L8454 | The PRC CN2012105527 | In Progress Pending N.A.
Lo ot 2 7 i 13.X
20. MU m eS| The PRC CN2013102017 | In Progress Pending N.A.
EAIUL R RrS 33.7
21, it B#EG&amM | The PRC N.A. In Progress Pending N.A.
®ITIE
11. COMPETITIVE STRENGTHS
(a) Strong Brand Recognition and Awareness of the Group’s products
Magnesium Products Business
The Group has been recognised for its magnesium products business segment; it was
honoured by the Baishan Municipal Committee of People’s Government of Jilin
Municipality as one of the top 10 enterprises in Science and Technology in February
2012.
The Group’s products serve a range of clients. The Group understands that, in FY2013
and FY2014, approximately 60.0 per cent. of the end users of magnesium products in
the PRC were in the automobile industry, 30.0 per cent. in the 3C industry and a further
10.0 per cent. in the military, aviation, medical and other industries.” In FY2012,
approximately 70.0 per cent., 20.0 per cent. and 10.0 per cent. of the PRC’s magnesium
products end users were in the automobile, 3C and military, aviation, medical and other
industries respectively.?
1 Source: China Magnesium Association (www.chinamagnesium.org)
2 Source: China Magnesium Association (www.chinamagnesium.org)
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(b)

(c)

Fertilisers Business

The Group’s fertilisers business includes the “Feng Shou”, “Le He He” and “Zhan Lan”
fertiliser brands, which are specialty products that are well-received and recognised in
the domestic PRC market. The Group has leveraged on cutting edge technology and
quality control to ensure that these fertilisers have established an excellent reputation.

As at the Latest Practicable Date, the Group’s fertilisers business is supported by a
sales and distribution network of over 20 provinces in the PRC.

Strategic Partnerships and Investors

The Group has fostered strategic partnerships and has sought strategic investors in the
course of expanding its businesses, including with the CIAC and the IFC.

In July 2013, the Group introduced the CIAC, is a leading, multidisciplinary chemistry
institute established in 1948 in Changchun, Jilin, as a strategic shareholder of the
Issuer. The CIAC’s strategic goal is to become a first-class comprehensive chemical
institute and an innovation centre in the fields of polymer and rare earth materials, and
it is one of the PRC’s most authoritative national research institutes dealing with
magnesium alloys and specialising in rare earth magnesium alloy development.

In doing so, the Group drew upon the institute’s research on new materials and rare
earth magnesium alloys.

The Group has also steadily maintained a relationship with its investor, the IFC. In
November 2006, the IFC first extended a seven-year loan to the Group, and in 2014, the
Issuer and IFC entered into a Share Subscription Agreement pursuant to which the IFC
subscribed for an aggregate of 155,077,000 fully paid new shares in the Issuer, and the
IFC further extended one of the Issuer’s principal operating PRC subsidiaries, Baishan
City Tianan Magnesium Resources, a loan for the principal amount of US$25.0 million
for seven years. The loan was extended to assist the Group in carrying out its expansion
plans for 2016, such as increasing production capacity of its fertiliser manufacturing
facility from 300,000 tonnes to 750,000 tonnes and increasing the production capacity
of its magnesium manufacturing facility from 16,000 tonnes to 75,000 tonnes.

The Group considers the IFC as a key strategic investor in the Issuer. The IFC is an
international organisation established by Articles of Agreement among its member
countries, and a member of the World Bank Group, which is in turn one of the world’s
largest sources of funding and knowledge for developing countries and comprises of
five closely associated institutions: the International Bank of Reconstruction and
Development and the International Development Association, which together form the
World Bank, the IFC, the Multilateral Investment Guarantee Agency and the
International Centre for Settlement of Investment Disputes.

Environmentally Friendly Products cater to Increased Demand for Eco-Friendly
Products

The Group’s magnesium products are in line with domestic and international efforts to
reduce carbons emissions into the environment, given that its magnesium products are
light weight and thus enable the reduction of fuel consumption in vehicles. Weight
reduction is a cost-effective means to reduce fuel consumption and greenhouse gas
emissions from the transportation sector; the USAMP estimates that for every 10.0 per
cent. of weight eliminated from a vehicle’s total weight, fuel economy improves by seven
per cent.
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(d)

(e)

(f)

(9)

The Group’s organic fertiliser products do not contain any synthetic chemical additives
which are the main components of inorganic fertilisers. Prolonged application of such
synthetic chemical additives would lead to deterioration of soil conditions and water
pollution. Unlike inorganic fertilisers, organic fertilisers, including the Group’s products,
may facilitate the preservation of soil fertility and the prevention of some plant diseases.

The Group’s silicon magnesium compound fertiliser products address specific
deficiencies of silicon and magnesium in domestic soil found in the PRC and are thus
in line with the PRC government’s call to apply “scientific fertilisation” to reduce the
negative impacts of over-fertilisation using chemical fertilisers.

Control and Ready Supply of High Quality Raw Materials

The Group has mining rights over high quality upstream dolomite reserves which are
necessary for the production of its magnesium products. The Group also has mining
rights over high quality upstream serpentine reserves which are essential in the
production of its silicon magnesium compound fertiliser. Thus, the Group is less
dependent on other suppliers for these raw materials and can lower production costs.

Competitive Cost Structure

The Group is able to benefit from lower transportation costs as a result of its production
facilities’ proximity to the Group’s sources of raw materials (i.e. its dolomite mine in Jilin
province and its serpentine mine in Jiangsu province in the PRC).

Further, the Group has positioned its production facilities within the vicinity of relevant
end users. For instance, its production facilities in Baishan City in Jilin province is close
to heavy industries in the northeastern region of the PRC that use its magnesium
products. This results in a lower cost per tonne as transportation costs are reduced.

Most importantly, the Group has ensured that it has a competitive cost structure by
refining its differentiation strategy for its products. For instance, the Group’s organic
fertilisers catered to the brisk demand for organic fertilisers in tea plantations in Fujian
province. The Group then developed new types of compound fertiliser products to avoid
homogenously competing against traditional large-scale fertiliser companies. This
allowed the Group to perform competitively against its peers in the last two years,
despite the entire fertiliser industry in the PRC facing a downturn due to overcapacity
and homogenous competition.

Experienced and Established Management Team

The Group’s key management team, which is led by Mr. Chi Wen Fu, its founder, Mr.
Shum Sai Chit, an Executive Director, and Ms. Chi Bi Fen, also an Executive Director,
is also familiar with the PRC business environment and magnesium and fertiliser
industries and is able to grasp market opportunities and focus on providing customised
products. Mr. Chi, Mr. Shum and Ms. Chi’s business and working experience is set out
in detail at the section “The Group — Board of Directors and Key Executives”.

Emphasis and Investment in Research and Development
The Group focuses on the research and development of new high-margin specialty

products to minimise homogenous competition in the sale of commoditised, lower
margin products. This is important particularly in the Group’s fertilisers business, where
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(h)

traditional fertiliser products already saturate the PRC market. The advanced
technology the Group employs creates a substantial barrier to entry to any newcomers
to the market and is a hurdle for market players in replicating the Group’s niche areas.

The Group also focuses on research and development to improve its production
processes with an aim to increase profit margins.

For instance, in 2013, the Group underwent a series of technical improvements to
maximise and recycle waste materials in producing organic fertilisers.

The Group’s emphasis and investment in research and development has also led to it
being recognised for its employment of leading technological methods in production:

Magnesium Products Business

The Group has been recognised by the PRC government for its employment of leading
technological methods in production. In 2010, the Group’s production base at
Magnesium Industrial Park in Baishan was designated as a “Demonstration Base for
China Magnesium Production” by the China Mining Association. The Group was the first
to receive such an honour in the magnesium industry.

In October 2011, the Group’s magnesium alloy enterprise was accredited as one of the
40 comprehensive demonstration bases for applications of mining resources by the
PRC Ministry of Land and Resources and Ministry of Finance.

There is a high technological barrier to entry for rare earth magnesium alloys
production, and thus there are few producers of these alloys. The Group has capitalised
on this to become one of the largest producers in the PRC of such alloys.

Together with its lower cost and ready access to the abundant and premium supply of
dolomite reserves, the Group’s leading position in production technologies in the
magnesium production industry distinguishes it from its peers in the fiercely competitive
market.

Fertilisers Business

In respect of its fertilisers business, the Group has been using its patented fertiliser
processor in the production of its organic fertilisers and silicon magnesium compound
fertilisers. This allows the Group to produce high quality fertiliser products in a more
efficient way compared to other producers in the PRC. For instance, by using the
Group’s organic fertiliser processor, raw materials such as industrial waste and grain
bran are treated and processed together with different types of processing bacteria.
With the effect of bacterial action and by the squeezing and grinding movement
stimulated by the processor, moisture can be taken out from the processing material
within three to five minutes. As a result, the overall production time is reduced and
hence, production efficiency is improved.

Responsiveness to Specific Needs of Consumers

The Group prides itself in its responsiveness to specific needs of consumers and its
emphasis on product differentiation. As estimated by the Chinese Academy of
Agricultural Sciences, over 50.0 per cent. and around 19.0 per cent. of rice fields in the
PRC are deficient in silicon and magnesium respectively. The Group thus launched its
series of silicon magnesium compound fertilisers in March 2012, which facilitated
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growth of the Group’s fertilisers business. In FY2014, sale of silicon magnesium
compound fertilisers accounted for 23.0 per cent. of the fertilisers business segment
revenue, with a gross margin of 33.5 per cent.

The Group’s responsiveness enables it to take advantage of the demand for specialised
fertilisers in the rapidly growing agricultural industry. For instance, according to the
National Bureau of Statistics of the PRC, the total usage of compound fertilisers in PRC
has increased by 85.0 per cent. in the past 10 years, with the potential market size of
silicon magnesium compound fertilisers being up to 40 million tonnes.

The Group continues to focus on product and technological advancement by developing
new ecological fertilisers which cater for different nutritional needs of soil in various
regions in the PRC with an aim to further increase its market share.

This allows the Group to market its silicon magnesium compound fertiliser as a niche
product in the Chinese fertiliser industry which is, according to the National Bureau of
Statistics of the PRC, quite fragmented with over 3,000 chemical fertiliser
manufacturers and 1,000 organic fertiliser manufacturers, and nearly 80.0 per cent. of
market participants which are small local enterprises.

12. BUSINESS STRATEGY

(a) Expansion through Increase in Production Capacity

Magnesium Products Business

Taking advantage of the high global demand for eco-friendly magnesium products, the
Group has sought to expand its magnesium products business by expanding its
magnesium production capacity. The Group carried out technical enhancements to its
production plants in late 2012, whereby its magnesium production increased from
16,000 tonnes in 2013 to 25,000 tonnes in 2014. It is engaging in further expansion
plans, and it expects that its magnesium production will increase from 25,000 tonnes to
75,000 tonnes by 2016.

More details on the Group’s plans to increase its production capacity and actual output
for its magnesium products business is set out at the section “Business Activities —
Magnesium Products Business — Production and Sales results for Magnesium Products
Business”.

Fertilisers Business

The annual production capacity of the Group’s fertiliser production reached 800,000
tonnes as at 31 March 2015. The Group is progressively implementing its capacity
expansion plans and expects to increase its annual production capacity to one million
tonnes by 2016.

The Group has already acquired the land for these expansion plans, and such
expansion plans are to be funded with internal resources.

More details on the Group’s plans to increase its production capacity and actual output

for its magnesium products business is set out at the section “Business Activities —
Fertilisers Business — Production and Sales results for Fertilisers Business”.
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(b)

(c)

(d)

(e)

Expansion through Acquisitions, Joint Ventures and Strategic Alliances

The Group intends to expand its business segments through acquisitions, joint ventures
and strategic alliances. Such acquisitions, joint ventures and strategic alliances in or
with complementary entities will provide the Group access to new markets, prospective
clients and greater economies of scale.

For instance, on 6 January 2015, the Issuer announced that Ming Xin, the Group’s
indirectly wholly-owned company, had entered into a Sale and Purchase Agreement and
Subscription Agreement with Group Sense, another company listed on the HKSE, and
its controlling shareholders, respectively. Group Sense’s subsidiaries are principally
engaged in the design, manufacture and sale of original design manufacturing products,
electronic dictionary products and personal communication products, and the provision
of electronic manufacturing services. The Group completed the acquisition of a total of
51.88 per cent. of the share capital in Group Sense on 26 March 2015. The Group’s
intention is to use Group Sense as a separate listed platform through which it can focus
and expand on the magnesium products business.

Expansion of Sales Coverage and Increased Market Penetration

The Group also intends to increase its sales coverage and market penetration by
continued business development activities in the PRC market, appointing additional
distributors, enhancing relationships with existing distributors and intensifying its
marketing efforts in the PRC.

Internally, the Group has recruited additional sales and marketing staff as necessary in
order to cope with the Group’s anticipated business expansion.

Adoption of Marketing Strategy Emphasising Product Differentiation and the
Optimisation of Products Mix

The Issuer believes that the Group’s marketing strategy emphasising product
differentiation has been effective. The Group’s specialised products from each of its two
main business segments, rare earth magnesium alloys and organic fertilisers and
silicon magnesium compound fertilisers, have helped the Group secure market shares
in higher-end markets and improve its overall profitability.

The Group’s differentiation strategy has meant that it minimises homogenous
competition against traditional large-scale magnesium products and fertilisers
companies. For instance, for its fertilisers business, the Group has outperformed its
peers in the last two years, despite the PRC fertiliser industry experiencing a downturn
due to overcapacity and homogenous competition.

Further, the Group continually assesses market demand for its existing products to
determine an optimal product mix for its magnesium products and fertilisers business
segments. The Group has begun reaping the benefits of an improved product mix with
greater Group gross profit margin achieved.

Lastly, the Group continues to strengthen its research and development capabilities by
investing in advanced technology and recruiting additional professionals with relevant
skills and expertise to its research and development teams to facilitate the development
of new technologies and products.

Increased Emphasis on Products with High Profit Margins
The Group’s development of rare earth magnesium alloys allows it to reap higher profit

margins compared to the production and sale of basic magnesium products, given the
former’s advanced technological requirements and better performance on applications.
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Further, the Group’s production of rare earth magnesium alloys has buffered it against
downturns in the commodities markets. For instance, in 2013, due to the downturn in
the global commodities market, basic magnesium products generally experienced
fluctuations in both prices and gross profit margins. However, rare earth magnesium
alloys maintained relatively stable gross profit margins.

13. SALES AND MARKETING

As at the Latest Practicable Date, the Group’s sales and marketing team consists of over 100
personnel for its fertilisers business and over 10 personnel for its magnesium products
business, and is led by Mr. Zhou Jianhui and Mr. Cheng King Sang respectively.

The Group sells its products directly and through its distributors, who on-sell the Group’s
products to their customers, which include private enterprises, retailers and farmers (for its
fertilisers business). For the Group’s magnesium products business segment, as at the
Latest Practicable Date, its distribution network covers mainly three north-eastern provinces
in the PRC, being Liaoning, Jilin and Heilongjiang, where major automakers are based. In
respect of the Group’s fertilisers business, its distribution network covers 20 provinces in the
PRC as at the Latest Practicable Date. The following diagram illustrates in light green the
provinces in the PRC which are covered by the Group’s distribution network, while the
provinces in dark green (the Shandong, Jiangsu and Fujian provinces) are the top three
provinces in terms of revenue contribution to the Group’s fertilisers business. Sales to
distributors account for approximately 70.0 per cent. of the Group’s revenue from its
fertilisers business in the past three financial years from 2012 to 2014.

Heilongjiang

Inner Mongolia

C? Hainan

Sales Network for the Group’s fertilisers business
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14.

15.

The Group’s distributors are selected based on their market coverage, reputation,
creditworthiness, committed purchase volumes and pricing and payment terms.

The Group believes that, by selling its products directly to end users either through its sales
teams or appointed exclusive distributors, it is able to obtain information on the identity and
needs of its end users. This enables the Group to establish ongoing and direct business
relationships with such end users by providing technical training and after-sales services.
Technical training includes the provision of training on appropriate fertiliser application
techniques, examination of end users’ crops and the provision of technical advice and
support during such crops’ growth cycles.

The Group also engages in direct marketing efforts such as advertising and organising
special promotions, and conducting promotions and marketing at industry events and
conferences.

EMPLOYEES
As at the Latest Practicable Date, the Group employs more than 1,200 employees.

The Group’s employees are not unionised. As at the Latest Practicable Date, there has not
been any labour disputes or significant change in the number of employees affecting the
normal operations of the Group.

QUALITY CONTROL
(a) AQuality Control over the Group’s Products

The Group places great emphasis on the quality of its products and has in place quality
assurance teams and quality control systems for each of its business segments. These
teams oversee the implementation of stringent quality control procedures at each stage
of the various production processes. Each production process is also checked by
designated employees to ensure that production procedures are strictly adhered to.

As at the Latest Practicable Date, the Group has yet to experience any material sales
returns by its customers and also has not experienced any product liability or other legal
claims due to issues with the quality of its products.

(b) AQuality Control at a Centralised Verification Centre for all Incoming Raw Material

To ensure the consistency and quality of incoming raw materials for production, the
Group only purchases raw materials from its qualified suppliers. The Group’s
manufacturing and procurement teams for each of its business segments identify such
suppliers based on criteria such as quality, price, delivery schedules and availability and
quality of after-sales services. These teams also review the qualifications of the Group’s
suppliers on an annual basis.

Thereafter, the Group’s manufacturing teams inspect incoming raw materials to ensure
that they are in accordance with the Group’s standards. Inspections are carried out on
a sampling basis. Where there is any defective raw material found, such materials will
be returned to the supplier for replacement.
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16.

17.

GOVERNMENT GRANTS AND SUBSIDIES TO THE GROUP

The local Jilin government has supported the development of the magnesium industry and,
in 2012, the Group’s Baishan City Tianan Magnesium Resources was provided financial
assistance by the Ministry of Finance and the Ministry of Land and Resources in the form of
a RMB$131.2 million grant to improve production technology and capacity. Baishan City
Tianan Magnesium Resources will receive amounts under the grant on a reimbursable basis,
based on the funds it has disbursed. Baishan City Tianan Magnesium Resources has, as at
31 December 2014, received approximately HKD70.0 million from the local government

under the grant.

AWARDS AND ACCREDITATIONS

The Group has received the following key awards from 2012 up to the Latest Practicable

Date:
Year of
Award Awarding Organisation Issue
Donghai County Association for the Donghai County Association for the | 2012
Promotion and Application of Agricultural Promotion and Application of
Products — Model Corporation Agricultural Products
(ARG A 7= B N P 2x- TS 4lk) (RGO A 7GR N P 22)
2012 Lianyungang City Association for Lianyungang City Association for 2012
Quality — Excellent Firms and Outstanding Quality
Individuals (= s T o A HL R 22)
(2012 m s T i i W B BE b 2 I8 75 2 Do
RLFSEHED )
2012 Lianyungang City Firm with Advanced Lianyungang City Commission for 2012
Quality Control Economy and Information
(201 24F 3 2= i 17 Jot 8 B SE BLAr ) (T AVAE R ZE R 2)
2012 Donghai County Firm with High Quality | People’s Government of Donghai 2012
and Advanced Production County
(201 24F FZ 2 B i i st L TAR STt B fir) (RigE ANREUN)
2013 Firm with Integrity Donghai County Association for the 2013
(201 34F FE A7 A k) Promotion and Application of
Agricultural Products
(AR B AR A 7= R N 2
2013 Lianyungang City Association for Lianyungang City Association for 2013
Quality — Outstanding Member Firm Quality
(201 34F & = e T LR B 220075 2 5L A Air) (I = s T o A H T 22)
2014 Top Ten Firms with Integrity Donghai County Consumers 2014

(20144 B 105 HA)

Association

(RiFEHBE I Z)
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18. COMPETITION

(a)

(b)

Magnesium Products Business
The PRC market for basic magnesium products is characterised by low barriers to entry
and high fragmentation. In this context, the main factor influencing competitiveness

would be production costs, and the Group has:

. capitalised on the ideal locations of both its dolomite mine and magnesium
production facilities to lower transportation costs;

. capitalised on its ownership of mining rights for dolomite to lower production costs;
and

= invested time and effort to achieve improved production efficiency and lower
production costs in order to gain an advantage over its competitors.

On the other hand, due to the high technological barriers to entry, there are few
producers of rare earth magnesium alloys.

The Group has invested in resource capabilities by acquiring its dolomite mine and
collaborating with the CIAC.

The Group considers the following producers to be major local players in the
magnesium industry:

- Nanjing Yunhai Special Metals Co., Ltd.;

. Shenmu Dongfeng Magnesium Co., Ltd.;

. Ding He Mining Holdings Ltd. (formerly known as CVM Minerals Limited); and
. Yinguang Magnesium Industry Group Co. Ltd.

The following are major international players in the magnesium industry:

. CD International Enterprises, Inc., which is based in the United States;

. Magontec Limited, which is based in Australia;

. Nevada Clean Magnesium Inc., which is based in the United States; and

. Magnesium Elektron Ltd, which is based in the United Kingdom.

Fertilisers Business

In general, the fertiliser industry in the PRC is highly fragmented with many players. In
respect of organic fertilisers, the Group enjoys the important advantages of:

. competitive production costs due to low transportation costs and proximity to its
market and customers; and

. an established and reliable sales and distribution network.
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19.

On the other hand, in respect of compound fertilisers, there are higher barriers to entry
such as significant capital investment requirements for establishing and maintaining
large scale production facilities. In particular, for its silicon magnesium compound
fertilisers, the Group has created a niche product which:

. capitalises on the proximity of its serpentine reserves to its fertiliser production
facilities to lower production and transportation costs; and

. involves the use of patented technology.

At the same time, the Group continues to rely on its established sales and distribution
network to promote this relatively new niche product, and also continues to invest in
technology innovation and industrial waste recycling process improvements to further
lower its production costs for compound fertilisers generally.

Importantly, the Group has invested in resource capabilities by acquiring its serpentine
mine and collaborating with the Chinese Academy of Agricultural Sciences.

The Group considers the following producers to be its main competitors for its
compound fertilisers:

. China XLX Fertiliser Ltd;
- Stanley Fertiliser Co., Ltd.;
. China BlueChemical Ltd.;
. Sinofert Holdings Limited;
. Shenzhen Baitian Ecotypic Engineering Co., Ltd.;
. Anhui Sierte Fertilizer Industry Ltd;
. Jiangsu Jiujiujiu Technology Co., Ltd.; and
. Shindoo Chem-Industry Co., Ltd.
HEALTH, SAFETY, ENVIRONMENT AND QUALITY

The Group is committed to fulfilling its responsibilities towards the Group’s shareholders and
employees, the community at large and the environment by conducting its business affairs
in a manner to achieve the highest quality of operation and service, with a strong focus on
safe working practices and care and awareness to avoid any harm to the Group’s employees,
contractors, customers and the environment.

The Group works with environmental specialists to help the Group understand and duly
comply with environmental norms and rules promulgated by the PRC government from time
to time. The Group implements training program for its employees to familiarise them with the
Group’s operations, particularly on new laws and regulations affecting the Group’s
environment protection measures. The Group implements a monitoring system for status of
waste discharge, which is subject to audits on a regular basis. The accountability system has
been enhanced by the Group that general managers are held accountable to the Group in
respect of any such safety and environment concerns.
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20.

21.

Other policies promulgated by the Group include:

The Group strives to reduce emissions and discharges of waste which are known to
negatively affect the environment. It has put in place measures and procedures to
ensure that operations comply with relevant environmental regulations.

None of the Group’s production facilities has been prosecuted or penalised for the
breach of any provincial or local environmental protection laws or regulations.

The Group implements safety-related programs and conducts safety-related training
and audits regularly. The Group has dedicated officers responsible for health and safety
and its personnel is provided with appropriate medical insurance cover.

INSURANCE

The Group has insurance coverage in respect of the following:

(a)

(b)

(c)

General insurance on plant, machinery and inventory against all property risks, natural
calamities (including fire), theft and public liability claims;

Insurance against product liability claims in respect of the Group’s magnesium products
business; and

Relevant PRC social security contributions, personal accident and medical insurance
for employees.

RECENT KEY DEVELOPMENTS

(a) Acquisition of Group Sense

On 6 January 2015, the Issuer issued a joint announcement with Ming Xin and Group
Sense, another company listed on the HKSE regarding, among other things:

. The sale and purchase of existing shares in Group Sense and the subscription of
new shares in Group Sense;

. The offer agreement in relation to the proposed subscription of and issuance of
new shares in Group Sense; and

. A potential unconditional mandatory cash general offer to be made by Octal
Capital and Get Nice Securities on behalf of Ming Xin to acquire the remaining
issued shares in Group Sense.

Group Sense has been listed on the Main Board of the HKSE since 1993 and is an
investment holding company. Along with its subsidiaries (the “Group Sense Group”),
Group Sense is a leading manufacturer of electronic dictionaries and other handheld
information devices and also provides electronic manufacturing services:

o Its flagship electronic dictionary is the “Instant-Dict” which has become a leading
consumer brand in the PRC market. Besides “Instant-Dict”, Group Sense Group
also sells electronic dictionaries and translators covering more than 30 languages
in over 25 countries or regions.

] It has pioneered bilingual Personal Digital Assistant (“PDA”) products.
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. Its Original Design Manufacturing business is a fast growing business line; the
Group Sense Group has manufactured high tech products for major customers in
Japan and Europe, producing a variety of products such as electronic organisers,
PDA, handheld email devices and electronic dictionaries.

Sale and Purchase of Shares in Group Sense

On 19 December 2014, Ming Xin entered into a Sale and Purchase Agreement with
Earnmill Holdings Limited (“Earnmill”), pursuant to which Ming Xin agreed to purchase
500,000,000 shares in Group Sense for a consideration of HKD229,600,000
(approximately $S$39,356,000) (equivalent to HKD0.4592 (approximately S$0.0787) per
share). The shares to be purchased under the Sale and Purchase Agreement represent
approximately 41.75 per cent. of the issued share capital of Group Sense as of 6
January 2015.

Subscription of New Shares in Group Sense

On 19 December 2014, Ming Xin and Group Sense entered into a Subscription
Agreement, pursuant to which Group Sense agreed to issue and Ming Xin agreed to
subscribe to 239,532,000 new shares in Group Sense. Ming Xin agreed to subscribe to
the new shares at a subscription price of HKD0.32 (approximately S$0.0549) per share.
The shares represent approximately 20.0 per cent. of Group Sense’s issued share
capital as of 6 January 2015 and approximately 16.67 per cent. of its issued share
capital as enlarged by the allotment and issue of the new shares.

On 3 February 2015, the Group held an extraordinary general meeting to seek
shareholders’ approval of the sale and purchase agreement and the subscription. The
resolutions were passed and announced on 23 February 2015.

On 26 February 2015, the sale and purchase of shares and subscription of new shares
in Group Sense were completed.

Following the above sale and purchase of shares and subscription of new shares in
Group Sense, the Group’s holding in Group Sense (through Ming Xin) was 51.46 per
cent. of its issued share capital.

Unconditional Mandatory Cash General Offer in respect of Group Sense’s Remaining
Shares

Following the completion of the abovementioned transactions, as Ming Xin is now
interested in a total of 739,532,000 shares in Group Sense, or, as abovementioned, in
51.46 per cent. of Group Sense’s issued share capital, it was required to make an
unconditional mandatory cash general offer for all the issued shares (other than those
already owned or agreed to be acquired by it and parties acting in concert with it)
pursuant to Rule 26.1 of the Hong Kong Takeovers Code.

Thus, Octal Capital and Get Nice Securities, on behalf of Ming Xin, made an offer to
acquire a further 616,753,911 shares in Group Sense. The offer in respect of each share
was to HKDO0.4592 per share, or approximately HKD283,213,396 (approximately
S$$48,545,000). The general offer was made on 5 March 2015.

The Group’s intention is to use Group Sense as a separate listed platform through
which it can focus and expand on the magnesium products business.
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(b)

On 26 March 2015, the Group announced the closure of the mandatory cash general
offer by Octal Capital and Get Nice Securities. Following the close of the offer, the
Group owned an aggregate of 745,598,727 shares in Group Sense, representing
approximately 51.88 per cent. of the entire issued share capital of Group Sense as at
the date of the announcement.

The Group intends to conduct a review of the business activities and assets of the
Group for the purpose of formulating business plans and strategies for the future
business development of the Group. Subject to the result of such review, the Group may
explore other business opportunities for Group Sense and consider whether any asset
disposals, asset acquisitions, business rationalisation, business divestment, fund
raising, restructuring of the business and/or business diversification will be appropriate
in order to enhance its long-term growth potential.

Further Proposed Acquisitions in Operating Project Companies

On 4 February 2015, the Issuer entered into a non-legally binding framework agreement
regarding the proposed acquisition of 100.0 per cent. equity interest in operating project
companies with magnesium and ancillary businesses such as power generation and
semi-coke.

On 14 May 2015, the Issuer’s subsidiary, Group Sense, announced that it had entered
into a framework agreement in relation to the proposed acquisition of 100.0 per cent.
equity interest in a project operating company in the PRC (the “Target Company”).

The production capacity of the operating projects of the Target Company, as approved
by the relevant regulatory bodies in the PRC, comprises 1,200,000 tonnes of clean
energy, 100,000 tonnes of magnesium and 100,000 tonnes of ferrosilicon per annum.
Currently, the Target Company has completed a magnesium production line with a
capacity or 15,000 tonnes per annum, along with a clean energy production line with a
capacity of 600,000 tonnes per annum, and corresponding production and living
facilities. Group Sense’s board announced that it considered that the proposed
acquisition can facilitate the business development of the Group Sense Group.

The proposed acquisition is subject to the fulfilment of certain conditions precedent,
including the parties to the agreement being satisfied with the results of financial and
legal due diligence, all necessary approvals from regulatory bodies being obtained and
no material adverse changes having occurred in the operation and financial position of
the Target Company.
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BOARD OF DIRECTORS AND KEY EXECUTIVES
DIRECTORS

The Directors are entrusted with the responsibility for the overall management of the Group. The
particulars of the Directors are listed below:

Name Principal Occupation

CHI Wen Fu' Chairman/Executive Director

SHUM Sai Chit Executive Director

CHI Bi Fen' Executive Director

YANG Yuchuan Executive Director

GUO Mengyong? Non-executive Director

KWONG Ping Man Independent Non-executive Director
SHENG Hong Independent Non-executive Director
LAU Chi Kit Independent Non-executive Director
Notes:

(1)  Ms. Chi Bi Fen is the sister of Mr. Chi Wen Fu.
(2)  Mr. Guo Mengyong is the brother-in-law of Mr. Chi Wen Fu.

The business and working experience of the Directors is summarised below:

Mr. CHI Wen Fu is the Chairman and Chief Executive Officer of the Group who is responsible for
overall strategic planning and key operating decisions. Mr. Chi started his law firm in Fuzhou in
1995, in which he was the Managing Partner. Prior to that, Mr. Chi joined Fuzhou Justice Bureau
Commerce Law Office after qualifying as a lawyer in the PRC in 1989. In early 1998, Mr. Chi
originated an initial research on organic agricultural production and funded a R&D project on
microbial compound fertilisers. Mr. Chi is a graduate of Chemical Analysis and Law. Mr. Chi
established the Group in 2000.

Mr. SHUM Sai Chit is the Chief Operation Officer of the Group who is responsible for business
operations. Prior to joining the Group, Mr. Shum was the Managing Director of Go Modern Limited
which was principally engaged in manufacturing of textile products and trading activities. In 1984,
Mr. Shum joined Fujian Textiles Import and Export Corporation as a Manager to oversee importing
and exporting of textile products. Mr. Shum is a graduate of Consumer Product Pricing and
Statistics. Mr. Shum has joined the Group since January 2002. Mr. Shum is currently the Chairman
of Group Sense.

Ms. CHI Bi Fen is the Vice-President of the Group. Prior to joining the Group, Ms. Chi was the
Deputy General Manager of an electronics equipment company over 17 years. She has an
extensive experience in accounting, taxation and finance in the PRC for more than 15 years. She
is a graduate of Accounting and Finance. Ms. Chi has joined the Group since March 2000. Ms. Chi
is currently an executive director of Group Sense.

Mr. YANG Yuchuan joined the Issuer as an Executive Director since July 2013. He graduated
from Shanghai Jiao Tong University in the People’s Republic of China with a bachelor’s degree in
engineering in 1985. In 1993, Mr. Yang obtained a master’s degree in business administration
from McLaren School of Business, University of San Francisco in the United States of America.
Mr. Yang used to manage and operate former subsidiaries of the Group, Partners Capital
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Securities Limited and Sunshine Asset Management (HK) Limited, and is very experienced in
financial industry. Mr. Yang was a non-executive director of TTG Fintech Limited, a company listed
on the Australian Securities Exchange from December 2011 to April 2015.

Mr. GUO Mengyong is a Non-Executive Director of the Issuer. He has been the Deputy General
Manager of Fujian Wireless Group Company since 2000 and is responsible for electronic
engineering technical management. Fujian Changsheng Wireless Technology Development
Company Limited is principally engaged in production of electronic products and communication
devices. Mr. Guo joined Fuzhou Capacitors Factory as a Technician in 1976. From 1993 onwards,
Mr. Guo worked at Fuzhou Meters Group Company as an Engineer and later promoted to the
Deputy Factory Manager in 1996, in charge of technical quality control. In 2000, Mr. Guo joined
Fujian Wireless Group Company as Deputy General Manager and was responsible for quality
management. He is a graduate of Industrial Enterprise Management. Mr. Guo has joined the
Group since February 2011.

Mr. KWONG Ping Man has been an Independent Non-Executive Director of the Issuer since
September 2004. He is a Director of O’Park Corporate Services Limited which provides corporate
advisory services. Prior to joining the Group, Mr. Kwong served as the Chief Financial Officer of
various companies for almost 7 years. Mr. Kwong has over 15 years of experience in accounting,
finance and administration. He obtained a Master’s Degree in Professional Accounting from Hong
Kong Polytechnic University. He is a member of CPA Australia, fellow member of Hong Kong
Institute of Certified Public Accountants, and associate member of Hong Kong Institute of
Company Secretaries. Mr. Kwong is currently an Independent Non-Executive Director of Tang
Palace (China) Holdings Limited, Elegance Optical International Holdings Ltd., Yat Sing Holdings
Ltd. and Group Sense.

Mr. SHENG Hong is an Independent Non-Executive Director of the Issuer since September 2010.
He is a Director of Hadrian Manufacturing (Asia) Limited and Director of Operations and General
Manager of Hadrian (Shanghai) Trading Limited. The Hadrian Group is principally engaged in
production and sales of metal partitions and lockers. Mr. Sheng has over 20 years of experience
in management of corporation and investment. He was employed by China Resources (Holdings)
Company Limited from 1986 to 1996. Mr. Sheng holds a Bachelor’s Degree in Engineering
Mechanics from Tongji University, Shanghai.

Mr. LAU Chi Kit is an Independent Non-Executive Director of the Issuer since April 2014. Mr. Lau
is also an executive director of Chinlink International Holdings Limited. He retired from The
Hongkong and Shanghai Banking Corporation Limited (“HSBC”) in December 2000 after more
than 35 years of service. Among the major positions in HSBC, he was the assistant general
manager and head of Personal Banking Hong Kong and assistant general manager and head of
Strategic Implementation, Asia-Pacific Region. He is a fellow of the Hong Kong Institute of
Bankers (“Institute”). He was the chairman of the Institute’s Executive Committee (from January
1999 to December 2000). He is currently the honorary advisor of the Institute’s Executive
Committee. He served as a member on a number of committees appointed by the Government of
Hong Kong Special Administrative Region, including the Advisory Council on the Environment
(from October 1998 to December 2001), the Advisory Committee on Human Resources
Development in the Financial Services Sector (from June 2000 to May 2001), the Corruption
Prevention Advisory Committee of the Independent Commission Against Corruption (from January
2000 to December 2003), the Environment and Conservation Fund Committee (from August 2000
to October 2006), the Innovation and Technology Fund (Environment) Projects Vetting Committee
(from January 2000 to December 2004) and the Law Reform Commission’s Privacy Sub-
committee (from February 1990 to March 2006). He also served as chairman of the Business
Environment Council Limited (from September 1998 to December 2001). Currently, he is also an
independent non-executive director of Highlight China loT International Limited (formerly known
as Ford Glory Group Holdings Limited), Royale Furniture Holdings Limited and Leoch
International (Holdings) Limited.

157



THE MANAGEMENT

The day-to-day operations are entrusted to the Executive Officers. An experienced and qualified
team of Executive Officers are responsible for the different functions of the Group. The particulars
of the Executive Officers are set out below:—

Name Principal Occupation

CHENG King Sang Head of Magnesium Products Business

DU Qingzhi Head of Magnesium Production

ZHOU Jianhui Head of Fertilisers Business

WANG Yongxiang Senior Engineer

LUK Sai Wai, Simon Chief Financial Officer and Company Secretary
HON Sze Wan, Noelle Group Vice-President Investor Relations
ZHANG Ren Sheng Group Director of Corporation Management
CHI Jing Chao' Chief Corporate Affairs Officer

LEE Man Ching Assistant to the Chief Executive Officer
Note:

(1)  Mr. Chi Jing Chao is the nephew of Mr. Chi Wen Fu.
The business and working experience of the Executive Officers is set out below:

Mr CHENG King Sang is responsible for the magnesium products business of the Group. Mr.
Cheng was appointed as the Representative of the Municipal People Congress of Baishan City in
Jilin Province for a period of five years, between 2007 and 2012. Mr. Cheng has over 20 years of
experience in corporate management. Mr. Cheng joined Top Eminent Industrial Limited as a
Director in Hong Kong from 1989 to 1993. He was the Chairman of Fujian Top Eminent General
Electrical Company Limited since 1999. He is a graduate of Corporate Management. Mr. Cheng
has joined the Group since 2008.

Mr DU Qingzhi is responsible for the magnesium products business of the Group. Mr. Du majored
in metal metallurgy with over 30 years of experience in metallurgy and magnesium industries.
Prior to joining the Group, he was the Supervisor of a magnesium factory in Hau Shan, the
Factory-in-Charge of Lin Jiang Magnesium Holdings Limited, and the Production Manager of
German Stolfig Group — Automobile Parts and Components. Mr. Du joined the Group in 2008.

Mr ZHOU Jianhui is responsible for the fertilisers business of the Group. Mr. Zhou majored in
agriculture with over 20 years of experience in mining and agricultural fertilisers industries. Prior
to joining the Group, he was the Technician at Donghai serpentine mine in Jiangsu Province, the
Deputy Manager of Jiangsu Le He He Fertiliser Company Limited, and the Factory-in-Charge of
Fertiliser of Jiangsu Longteng Petrochemical Company Limited. Mr. Zhou joined the Group in
2007.

Mr WANG Yongxiang is a Senior Engineer of the Group. Mr. Wang majored in planning and
surveying of mining industry with over 20 years of experience in planning and mining. Prior to
joining the Group, he was the Production Technician and Engineer at Donghai serpentine mine in
Jiangsu Province, and the Factory-in-Charge of Sulfuric Acid of Jiangsu Longteng Petrochemical
Company Limited. Mr. Wang joined the Group in 2007.
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Mr LUK Sai Wai, Simon is the Chief Financial Officer and Company Secretary of the Group. Mr
Luk is responsible for the financial, management accounting and secretarial affairs of the Group.
Prior to joining the Group in May 2010, Mr Luk was appointed as financial controller for several
listed companies in Hong Kong. He has over 20 years of experience in finance and management.
Mr Luk holds a Bachelors Degree in Business Administration from Hong Kong Baptist University
and a Masters Degree in Business Administration from the University of Strathclyde. He is a fellow
member of The Institute of Chartered Accountants in England and Wales, an associate member
of the Hong Kong Institute of Certified Public Accountants, and a member of the Society of
Registered Financial Planners, Hong Kong. Mr. Luk joined the Group in May 2010.

Ms HON Sze Wan, Noelle is the Vice-President of Investor Relations of the Group and is
responsible for the financial communications and investor relations strategy of the Group. Ms Hon
has over 10 years of experience in marketing, corporate development and communications,
investor relations, media management, and online development. Prior to joining the Group in
December 2011, she held various senior management positions with listed companies in Hong
Kong and the United States. Ms Hon holds a Master’s Degree in Business Administration from the
Australian Graduate School of Management, University of New South Wales.

Mr ZHANG Ren Sheng is the Director of Corporation Management of the Group who is
responsible for corporate management and planning. Mr. Zhang has over 10 years of experience
in corporate management and business planning. He holds a Master’s Degree in Business
Administration from School of Business of Wuhan University. Mr. Zhang joined the Group in July
2008.

Mr CHI Jing Chao is the Chief Corporate Affairs Officer of the Group who is responsible for the
overall corporate activities. Mr. Chi worked in various subsidiaries of the Group and has 10 years
of experience in corporate affairs. Mr. Chi is a graduate of Administrative Management from
College of Adult Education, Xiamen University. Mr. Chi joined the Group in August 2004.

Ms LEE Man Ching is the Assistant to Chief Executive Officer of the Group. Ms. Lee has over 10
years of experience in human resources and administrative management. Ms. Lee holds a
Bachelor’'s Degree in Accountancy and a Master’s Degree in Corporate Governance from the
Hong Kong Polytechnic University. She is a fellow member of Association of Chartered Certified
Accountants, and an associate member of Hong Kong Institute of Company Secretaries. Ms. Lee
joined the Group in August 2004.
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PRINCIPAL SHAREHOLDERS

As of the Latest Practicable Date, the Issuer’s authorised share capital was HKD100,000,000,
consisting of 5,000,000,000 ordinary shares of par value HKDO0.02 each, of which
HKD58,124,770.74, consisting of 2,906,238,537 ordinary shares, were issued and outstanding.

The following table sets forth the shareholding interests of the directors of the Issuer as of the
Latest Practicable Date.

Total Other
No. of Interests % of Total
Personal Spouse Corporate Issued (options Issued
Director Interests Interests Interests Shares held) Shares
960,472,728
1. Mr. Chi Wen Fu 173,562,427 - (note 1) 1,134,035,155 20,000,000 39.71
2. Mr. Shum Sai Chit 10,311,940 - - 10,311,940 9,000,000 0.66
3. Mr. Chi Bi Fen 7,842,857 - - 7,842,857 15,000,000 0.79
236,157,141
4. Mr. Yang Yuchuan — 23,447,261 (note 2) 259,604,402 15,000,000 9.45
5. Mr. Guo Mengyong 1,500,000 - - 1,500,000 3,000,000 0.15
6. Mr. Kwong Ping
Man - - - — 5,000,000 0.17
7. Mr. Sheng Hong 1,000,000 - - 1,000,000 4,000,000 0.17
8. Mr. Lau Chi Kit - - - — 5,000,000 0.17
Notes:

(1)

These shares are held by Alpha Sino International Limited (“Alpha Sino”) and are deemed corporate interests by
virtue of Mr. Chi’s holding of 83.74 per cent. of the issued share capital of Alpha Sino which entitled him to exercise
or control the exercise of one-third or more of the voting power at general meeting of Alpha Sino.

(2)

These shares are held by Best Equity Holdings Limited (“Best Equity”) and are deemed corporate interests by virtue
of Mr. Yang’s holding of 47.17 per cent. of the issued share capital of Best Equity which entitled him to exercise or
control the exercise of one-third or more of the voting power at general meeting of Best Equity.

The following table shows the substantial shareholders (other than directors) of the Issuer owning,
in aggregate, five per cent. or more of the outstanding ordinary shares and shares that can be
converted from convertible bonds of the Issuer as of the Latest Practicable Date.

Percentage of
issued share

capital of the

Company as at

Number of
Shares that can
be converted

from the Latest
Number of Convertible Practicable
Name of Shareholder Nature Shares Bonds Date
Shenyin Wanguo Capital Long position 1,064,895,638 36.64%
(H.K.) Limited Short position 1,000,000,000 34.41%
(note 1)
Shenyin Wanguo (H.K.) Long position 1,064,895,638 36.64%
Limited Short position 1,000,000,000 34.41%
(note 1)
Shenwan Hongyuan Long position 1,064,895,638 36.64%
Holdings (B.V.l.) Limited Short position 1,000,000,000 34.41%

(note 1)
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Percentage of
issued share

capital of the

Company as at

Number of
Shares that can
be converted

from the Latest
Number of Convertible Practicable

Name of Shareholder Nature Shares Bonds Date
Venture-Some Investments Long position 1,064,895,638 36.64%
Ltd. Short position 1,000,000,000 34.41%

(note 1)
Shenwan Hongyuan Long position 1,064,895,638 36.64%
(International) Holdings Short position 1,000,000,000 34.41%
Limited (note 1)
Shenwan Hongyuan Group  Long position 1,064,895,638 36.64%
Co., Ltd. Short position 1,000,000,000 34.41%

(note 1)
Alpha Sino Long position 960,472,728 33.05%
International Limited (note 2b)
International Finance Long position 499,945,000 17.20%
Corporation (note 2)
Zou Li (“Ms. Zou”) Interest of 236,157,141 8.12%

controlled (note 3)
corporation

Best Equity Beneficial owner 236,157,141 8.12%
Holdings Limited (note 3)
Greenhouse Century Long position 150,000,000 5.16%
Limited (note 4)
Notes:

(1

(2)

@)

(4)

The long position in 1,064,895,638 shares in the Issuer represents the total amount of offer shares (being the
1,453,119,268 new shares to be allotted and issued pursuant to the Issuer’s open offer to qualifying shareholders
on the basis of one offer share for every two existing shares held on 7 May 2015 at the subscription price of HKD0.40
per share on the terms and subject to the conditions set out in an underwriting agreement dated 14 April 2015
entered into between the Issuer and Shenyin Wanguo Capital (H.K.) Limited (the “Underwriter”) (the “Underwriting
Agreement”), in relation to the underwriting arrangement in respect of the open offer) underwritten pursuant to the
Underwriting Agreement. The short position in 1,000,000,000 shares represents the shares which have been
sub-underwritten by five sub-underwriters procured by the Underwriter. These five sub-underwriters have
sub-underwriting commitment of 35,000,000 shares, 100,000,000 shares, 165,000,000 shares, 430,000,000 shares
and 270,000,000 shares, respectively. Assuming no acceptance by qualifying shareholders (other than the
388,223,630 offer shares undertaken by Alpha Sino, Best Equity and one Ms Lao Min, who have irrevocably
undertaken to the Issuer that they will, inter alia, procure acceptance of not less than the aggregate of such offer
shares) under the Issuer’s open offer, the Underwriter and sub-underwriters will be required to take up a maximum
of 1,064,895,638 offer shares. The Underwriter is a wholly-owned subsidiary of Shenyin Wanguo (H.K.) Limited,
which is 50.56 per cent. owned by Shenwan Hongyuan Holdings (B.V.l.) Limited, which is in turn 50.52 per cent.
owned by Venture-Some Investments Limited. Shenwan Hongyuan (International) Holdings Limited owns 100.0 per
cent. of Venture-Some Investments Limited and directly beneficially owns 0.42 per cent. of Shenyin Wanguo (H.K.)
Limited. Shenwan Hongyuan Group Co., Ltd. owns 100.0 per cent. of Shenwan Hongyuan (International) Holdings
Limited.

The Issuer’s open offer is described at the section “Business — Key Milestones — 2015”.

The IFC has an interest in an aggregate of 499,945,000 shares of which (a) 155,077,000 shares are beneficially
owned by it and registered in its name; and (b) pursuant to a share mortgage dated 10 July 2014, Alpha Sino, being
the substantial shareholder of the Issuer, had mortgaged 344,868,000 shares (representing approximately 12.0 per
cent. of the then issued share capital of the Issuer as at 10 July 2014) to IFC to secure repayment of a loan extended
by the IFC under a loan agreement dated 30 May 2014 entered into between IFC and Baishan City Tianan
Magnesium Resources (a subsidiary of the Issuer).

These shares are held by Best Equity and are deemed corporate interests by virtue of Ms. Zou’s holding of 52.83
per cent. of the issued share capital of Best Equity which entitled her to exercise or control the exercise of one-third
or more of the voting power at general meeting of Best Equity.

Greenhouse Century Limited is a wholly-owned subsidiary of China Everbrights Assets Management Holdings
Limited, which is in turn a wholly-owned subsidiary of China Everbright Limited.
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CLEARANCE AND SETTLEMENT
CDP

In respect of Notes which are accepted for clearance by CDP in Singapore, clearance will be
effected through an electronic book-entry clearance and settlement system for the trading of debt
securities (“Depositary System”) maintained by CDP. Notes that are to be listed on the SGX-ST
may be cleared through CDP.

CDP, a wholly-owned subsidiary of Singapore Exchange Limited, is incorporated under the laws
of Singapore and acts as a depositary and clearing organisation. CDP holds securities for its
accountholders and facilitates the clearance and settlement of securities transactions between
accountholders through electronic book-entry changes in the securities accounts maintained by
such accountholders with CDP.

In respect of Notes which are accepted for clearance by CDP, the entire issue of the Notes is to
be held by CDP in the form of a Global Note or Global Certificate for persons holding the Notes
in securities accounts with CDP (“Depositors”). Delivery and transfer of Notes between Depositors
is by electronic book-entries in the records of CDP only, as reflected in the securities accounts of
Depositors. Although CDP encourages settlement on the third business day following the trade
date of debt securities, market participants may mutually agree on a different settlement period if
necessary.

Settlement of over-the-counter trades in the Notes through the Depositary System may only be
effected through certain corporate depositors (“Depositary Agents”) approved by CDP under the
Companies Act to maintain securities sub-accounts and to hold the Notes in such securities
sub-accounts for themselves and their clients. Accordingly, Notes for which trade settlement is to
be effected through the Depositary System must be held in securities sub-accounts with
Depositary Agents. Depositors holding the Notes in direct securities accounts with CDP, and who
wish to trade Notes through the Depositary System, must transfer the Notes to be traded from
such direct securities accounts to a securities sub-account with a Depositary Agent for trade
settlement.

CDP is not involved in money settlement between Depositary Agents (or any other persons)
because CDP is not a counterparty in the settlement of trades of debt securities. However, CDP
will make payment of interest and repayment of principal on behalf of issuers of debt securities.

Although CDP has established procedures to facilitate transfer of interests in the Notes in global
form among Depositors, it is under no obligation to perform or continue to perform such
procedures, and such procedures may be discontinued at any time. None of the Issuer, the
Principal Paying Agent or any other agent will have the responsibility for the performance by CDP
of its obligations under the rules and procedures governing its operations.

Euroclear and Clearstream, Luxembourg
Each of Euroclear and Clearstream, Luxembourg holds securities for their account holders and
facilitates the clearance and settlement of securities transactions by electronic book-entry transfer

between their respective account holders, thereby eliminating the need for physical movements of
certificates and any risks from lack of simultaneous transfers of securities.
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Euroclear and Clearstream, Luxembourg each provides various services including safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending
and borrowing. Euroclear and Clearstream, Luxembourg each also deals with domestic securities
markets in several countries through established depositary and custodial relationships.
Euroclear and Clearstream, Luxembourg have established an electronic bridge between their two
systems which enables their respective account holders to settle trades with each other.

Account holders in Euroclear and Clearstream, Luxembourg are financial institutions throughout
the world, including underwriters, securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organisations. Indirect access to both Euroclear and Clearstream,
Luxembourg is available to other institutions that clear through or maintain a custodial relationship
with an account holder of either system.

An account holder’s contractual relations with either Euroclear or Clearstream, Luxembourg are
governed by the respective rules and operating procedures of Euroclear or Clearstream,
Luxembourg and any applicable laws. Both Euroclear and Clearstream, Luxembourg act under
those rules and operating procedures only on behalf of their respective account holders, and have
no record of or relationship with persons holding through their respective account holders.
Distributions of principal with respect to book-entry interests in the Notes held through Euroclear
or Clearstream, Luxembourg will be credited, to the extent received by the relevant Paying Agent,
to the cash accounts of Euroclear or Clearstream, Luxembourg account holders in accordance
with the relevant system’s rules and procedures.

CcMu

In respect of Notes which are accepted for clearance by CMU in Hong Kong, clearance will be
effected through an electronic book-entry clearance and settlement system for the trading of debt
securities maintained by HKMA as operator of the CMU. Since the CMU operator can act only on
behalf of the CMU participants, who in turn may act on behalf of persons who hold interests
through them, or indirect participants, the ability of persons having interests in the Global
Certificate to pledge such interests to persons or entities that are not CMU participants, or
otherwise take action in respect of such interests, may be affected by the lack of definitive bond
certificates.

While the Global Note or Global Certificate representing the Notes is held by or on behalf of the
CMU operator, payments of interest or principal will be made to the persons for whose account a
relevant interest in such Global Note or Global Certificate is credited as being held by the CMU
operator at the relevant time, as notified to the CMU Lodging and Paying Agent by the CMU
operator in a relevant CMU Instrument Position Report or in any other relevant notification by the
CMU operator (which notification, in either case, shall be conclusive evidence of the record of the
CMU as to the identity of any account holder and the principal amount of any Note credited to the
account, save in the case of manifest error). Such payment will discharge the Issuer’s obligations
in respect of that payment. Each of such persons must look solely to the CMU Lodging and Paying
Agent for his share of each payment so made by the Issuer in respect of such Global Note or
Global Certificate. Any payments by the CMU participants to indirect participants will be governed
by arrangements agreed between the CMU participants and the indirect participants and will
continue to depend on the inter-bank clearing system and traditional payment methods. Such
payments will be the sole responsibility of such CMU participants.

Payments, transfers, exchanges and other matters relating to interests in the Global Note or
Global Certificate may be subject to various policies and procedures adopted by the CMU
operator from time to time. None of the Issuer, the Guarantors, the Arranger, the Relevant
Dealer(s), the Trustee, the Agents or any of their agents will have any responsibility or liability for
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any aspect of the CMU operator’s records relating to, or for payments made on account of,
interests in the Global Note or Global Certificate, or for maintaining, supervising or reviewing any
records relating to such interests.

For so long as all of the Notes are represented by the Global Note or Global Certificate and such
Global Note or Global Certificate is held on behalf of the CMU operator, notices to holders of the
Notes may be given by delivery of the relevant notice to the persons shown in a CMU Instrument
Position Report issued by the CMU operator on the business day preceding the date of despatch
of such notice as holding interests in the Global Note or the Global Certificate for communication
to the CMU participants. Any such notice shall be deemed to have been given to the holders of
the Notes on the second business day on which such notice is delivered to the persons shown in
the relevant CMU Instrument Position Report.

Indirect participants will have to rely on the CMU participants (through whom they hold the Notes,
in the form of interests in the Global Note or Global Certificate) to deliver the notices to them,
subject to the arrangements agreed between the indirect participants and the CMU participants.
The CMU operator is under no obligation to maintain or continue to operate the CMU and the CMU
operator is under no obligation to perform or continue to perform the procedures described above.
Accordingly, the CMU and such procedures may be discontinued or modified at any time. None of
the Issuer, the Guarantors, the Arranger, the Relevant Dealer(s), the Trustee, the Agents nor any
of their agents will have any responsibility for the performance by the CMU operator or the CMU
participants of their respective obligations under the rules and procedures governing their
operations.
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REMITTANCE OF RENMINBI INTO AND OUTSIDE THE PRC

Renminbi is not a freely convertible currency. The remittance of Renminbi into and outside the
PRC is subject to controls imposed under PRC law.

Current Account Items

Under PRC foreign exchange control regulations, current account item payments include
payments for imports and exports of goods, payments for services, payments of income and
current transfers into and outside the PRC.

Prior to July 2009, all current account items were required to be settled in foreign currencies.
Since July 2009, the PRC has commenced a pilot scheme pursuant to which Renminbi may be
used for settlement of imports and exports of goods between approved pilot enterprises in five
designated cities in the PRC including Shanghai, Guangzhou, Dongguan, Shenzhen and Zhuhai
and enterprises in designated offshore jurisdictions including Hong Kong Macau and the ASEAN
region. On June 17, 2010, PBOC, MOFCOM, the Ministry of Finance, the General Administration
of Customs, the State Administration of Tax, and China Banking Regulatory Commission (“CBRC”)
jointly promulgated the Circular on Issues concerning the Expansion of the Scope of the Pilot
Program of Renminbi Settlement of Cross-Border Trades (Yin Fa (2010) No. 186) (the “Renminbi
Settlement Circular”), pursuant to which (i) Renminbi settlement of imports and exports of goods
and services and other current account items became permissible, (ii) the list of designated pilot
districts was expanded to cover twenty provinces, and (iii) the restriction on designated offshore
districts was lifted. Accordingly, any approved pilot enterprises in the designated pilot districts and
offshore enterprises are entitled to use Renminbi to settle imports and exports of goods and
services and other current account items between them. The pilot scheme was further extended
in August 2011 to cover all provinces and cities in the PRC. While the pilot scheme allows
enterprises to settle the import trade in goods, cross border service trade and other current
account activities in Renminbi, only limited number of enterprises could settle their export trade
in goods in Renminbi under the pilot scheme. On February 3, 2012, PBOC, MOFCOM, the Ministry
of Finance, the General Administration of Customs, the State Administration of Tax, and CBRC
jointly issued the Circular on Issues Concerning Administration over Enterprises Engaging in
Renminbi Settlement of Export Trade in Goods, extending the Renminbi settlement to cover all
duly qualified export enterprises trading in goods.

On 5 July 2013, PBOC promulgated the Circular on Policies related to Simplifying and Improving
Cross-border Renminbi Business Procedures (H[E A RARITC T Mg ARl &5 R f e &4
SCEURW3E %) (the “2013 Circular”), which sought to improve the efficiency of the cross-border
Renminbi settlement process. For example, where automatic fund remittance occurs, the bank
can debit the amount into the relevant account first and subsequently verify the relevant
transaction. As a new regulation, the Renminbi Settlement Circular and the 2013 Circular will be
subject to interpretation and application by the relevant PRC authorities. Local authorities may
adopt different practices in applying the Renminbi Settlement Circular and impose conditions for
settlement of Renminbi current account items.

Capital Account ltems

Under PRC foreign exchange control regulations, capital account items include cross-border
transfers of capital, direct investments, securities investments, derivative products and loans.
Capital account payments are generally subject to approval of the relevant authorities in the PRC.
Before 2011 foreign investors (including any Hong Kong investors) are generally required to make
any capital contribution to foreign invested enterprises in a foreign currency in accordance with
the terms set out in the relevant joint venture contracts and/or articles of association as approved
by the relevant authorities. Before 2011, foreign invested enterprises or any other relevant PRC
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parties are also generally required to make capital item payments including proceeds from
liquidation, transfer of shares, reduction of capital, interest and principal repayment to foreign
investors in a foreign currency.

On June 3, 2011, the PBOC promulgated the Circular on Clarifying Issues concerning Cross-
border Renminbi Settlement (the “PBOC Circular’). The PBOC Circular provides instructions to
local PBOC authorities and relevant PRC banks on procedures for the approval of Renminbi
settlement activities for non-financial foreign direct investment into the PRC. The PBOC Circular
applies to all non-financial foreign direct investment into the PRC with Renminbi, which includes
investment by way of establishing a new enterprise, acquiring an onshore enterprise (excluding
round-trip investment), transferring the shares, increasing the registered capital of an existing
enterprise, or providing shareholder loan facilities in Renminbi. The domestic settlement banks of
foreign investors or foreign invested enterprises in the PRC are required to submit written
applications (which include, inter alia, requisite approval letters issued by the relevant MOC
authorities) to the relevant local PBOC authorities at sub-provincial level or above for approval.
The PBOC will determine whether to grant such approval on a case by case basis. In addition,
according to the PBOC Circular, application for direct investment with Renminbi in the projects
which are restricted or specially controlled by the state will not be accepted at present as foreign
direct investment with Renminbi is still at a trial stage. On 13 October 2011, PBOC issued the
Measures on Administration of the RMB Settlement in relation to Foreign Direct Investment (Fh
HiESAR ARMEE LSS HIME) (the “PBOC RMB FDI Measures”), setting out procedures for
PRC banking institutions to handle Renminbi settlement relating to Renminbi foreign direct
investment and borrowing by foreign invested enterprises of offshore Renminbi loans. According
to the PBOC RMB FDI Measures, special approval for Renminbi FDI and shareholder loans from
the PBOC which was previously required is no longer mandatory.

On 3 December 2013, MOFCOM promulgated the Circular on Issues in relation to Crossborder
Renminbi Foreign Direct Investment (FiZ5#BX T #5E ANRM EZER R A CWBAEE)  (the
“MOFCOM Circular”), which became effective on 1 January 2014, to further facilitate FDI by
simplifying and streamlining the applicable regulatory framework. Pursuant to the MOFCOM
Circular, the appropriate office of MOFCOM and/or its local counterparts will grant written
approval for each FDI and specify “Renminbi Foreign Direct Investment” and the amount of capital
contribution in the approval. Unlike previous MOFCOM regulations on FDI, the MOFCOM Circular
removes the approval requirement for foreign investors who intend to change the currency of its
existing capital contribution from a foreign currency to Renminbi. In addition, the MOFCOM
Circular also clearly prohibits the FDI funds from being used for any investment in securities and
financial derivatives (except for investment in the PRC listed companies as strategic investors) or
for entrustment loans in the PRC.

As the above rules and regulations are relatively new circulars, they will be subject to
interpretation and application by the relevant PRC authorities. Further, if any new PRC regulations
are promulgated in the future which have the effect of permitting or restricting (as the case may
be) the remittance of Renminbi for payment of transactions categorised as capital account items,
then such remittances will need to be made subject to the specific requirements or restrictions set
out in such rules.
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TAXATION

The statements below are general in nature, are based on certain aspects of current tax laws in
Singapore, the Cayman lIslands, the British Virgin Islands and Hong Kong, and administrative
guidelines and circulars issued by the Monetary Authority of Singapore and relevant Cayman
Islands, British Virgin Islands and Hong Kong authorities in force as of the date of this Information
Memorandum. These laws, administrative guidelines or circulars, or the interpretation of these
laws, guidelines or circulars, may change at any time, and such change could be retroactive to the
date of issue of the Notes. These laws, guidelines and circulars are also subject to various
interpretations and the relevant tax authorities or the courts could later disagree with the
explanations or conclusions set out below. The statements below do not purport to be a
comprehensive or exhaustive description of all the tax considerations and consequences that may
be relevant to a decision to subscribe for, purchase, own, sell or dispose of the Notes and do not
purport to deal with the tax consequences applicable to all categories of investors, some of which
(such as dealers in securities or financial institutions in Singapore which have been granted the
relevant Financial Sector Incentive(s)) may be subject to special rules or tax rates. Neither these
statements nor any other statements in this Information Memorandum are intended or are to be
regarded as tax advice. Each prospective investor is advised to consult its own professional tax
advisers as to the Singapore, Cayman Islands, British Virgin Islands, Hong Kong or other tax
consequences of the acquisition, ownership, sale or disposal of the Notes, including, in particular,
the effect of any foreign, state or local tax laws to which they are subject. None of the Issuer, the
Guarantors, the Arranger and any other persons involved in the Programme accepts responsibility
for any tax effects or liabilities resulting from the subscription for, purchase, holding or disposal of
the Notes.

Singapore

Interest and Other Payments

Interest, discount income, “prepayment fee”, “redemption premium” and “break cost” (references
in this tax disclosure to the terms in quotation marks as defined in the Income Tax Act, Chapter
134 of Singapore (the “ITA”)) derived by a holder of the Notes who is not resident in Singapore and
who does not have any permanent establishment in Singapore is not subject to tax, as assuming
that the Issuer is issuing the Notes outside Singapore and not through a branch or otherwise in
Singapore, such income is likely to be regarded as arising from a source outside Singapore. If,
however, such income should be regarded as being sourced in Singapore, they can nonetheless
be exempt from tax, including withholding of tax, if the Notes qualify as “qualifying debt securities”
for the purposes of the ITA as discussed below.

Subject to the following paragraphs, under Section 12(6) of the ITA, the following payments are
deemed to be derived from Singapore:

. any interest, commission, fee or any other payment in connection with any loan or
indebtedness or with any arrangement, management, guarantee, or service relating to any
loan or indebtedness which is (a) borne, directly or indirectly, by a person resident in
Singapore or a permanent establishment in Singapore (except in respect of any business
carried on outside Singapore through a permanent establishment outside Singapore or any
immovable property situated outside Singapore) or (b) deductible against any income
accruing in or derived from Singapore; or

. any income derived from loans where the funds provided by such loans are brought into or
used in Singapore.
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Such payments, where made to a person not known to the paying party to be a resident in
Singapore for tax purposes, are generally subject to withholding tax in Singapore. The rate at
which tax is to be withheld for such payments (other than those subject to the 15.0% final
withholding tax described below) to non-resident persons (other than non-resident individuals) is
17.0%. The applicable rate for non-resident individuals is 20.0% (except for the scenario as
described below).

However, if the payment is derived by a person not resident in Singapore otherwise than from any
trade, business, profession or vocation carried on or exercised by such person in Singapore and
is not effectively connected with any permanent establishment in Singapore of that person, the
payment is subject to a final withholding tax of 15.0%. The withholding tax rates may be reduced
by applicable tax treaties.

However, certain Singapore-sourced investment income derived by individuals from financial
instruments is exempt from tax, including:

. interest from debt securities derived on or after 1 January 2004;

. discount income (not including discount income arising from secondary trading) from debt
securities derived on or after 17 February 2006; and

. prepayment fee, redemption premium and break cost from debt securities derived on or after
15 February 2007,

except where such income is derived through a partnership in Singapore or is derived from the
carrying on of a trade, business or profession in Singapore.

In addition, because the Programme as a whole is arranged by Oversea-Chinese Banking
Corporation Limited, which is a Financial Sector Incentive (Standard Tier) Company or Financial
Sector Incentive (Capital Market) Company (each as defined in the ITA) at such time, any tranche
of the Notes (the “Relevant Notes”) issued as debt securities under the Programme during the
period from the date of this Information Memorandum to 31 December 2018 would be, pursuant
to the ITA and MAS Circular FSD Cir 02/2013 entitled “Extension and Refinement of Tax
Concessions for Promoting the Debt Market” issued by the MAS on 28 June 2013 (the “MAS
Circular”), “qualifying debt securities” for the purposes of the ITA, to which the following treatment
shall apply:

(a) subject to certain prescribed conditions having been fulfilled (including the furnishing by the
Issuer, or such other person as the Comptroller of Income Tax in Singapore (the
“Comptroller”) may direct, of a return on debt securities for the Relevant Notes within such
period as the Comptroller may specify and such other particulars in connection with the
Relevant Notes as the Comptroller may require to the MAS and the inclusion by the Issuer
in all offering documents relating to the Relevant Notes of a statement to the effect that
where interest, discount income, prepayment fee, redemption premium or break cost from
the Relevant Notes is derived by a person who is not resident in Singapore and who carries
on any operation in Singapore through a permanent establishment in Singapore, the tax
exemption for qualifying debt securities shall not apply if the non-resident person acquires
the Relevant Notes using funds from that person’s operations through the Singapore
permanent establishment), interest, discount income (not including discount income arising
from secondary trading), prepayment fee, redemption premium and break cost (collectively,
the “Specified Income”) from the Relevant Notes paid by the Issuer and derived by a holder
who is not resident in Singapore and (i) who does not have any permanent establishment in
Singapore or (ii) carries on any operation in Singapore through a permanent establishment
in Singapore but the funds used by that person to acquire the Relevant Notes are not
obtained from such operation in Singapore, are exempt from Singapore tax;
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(b)

subject to certain conditions having been fulfilled (including the furnishing by the Issuer, or
such other person as the Comptroller may direct, of a return on debt securities for the
Relevant Notes within such period as the Comptroller may specify and such other particulars
in connection with the Relevant Notes as the Comptroller may require to the MAS), Specified
Income from the Relevant Notes paid by the Issuer and derived by any company or body of
persons (as defined in the ITA) in Singapore is generally subject to tax at a concessionary
rate of 10%; and

subject to:

(iy the Issuerincluding in all offering documents relating to the Relevant Notes a statement
to the effect that any person whose interest, discount income, prepayment fee,
redemption premium or break cost (i.e. the Specified Income) derived from the Relevant
Notes is not exempt from tax shall include such income in a return of income made
under the ITA; and

(i) the Issuer, or such other person as the Comptroller may direct, furnishing to the MAS
a return on debt securities for the Relevant Notes within such period as the Comptroller
may specify and such other particulars in connection with the Relevant Notes as the
Comptroller may require,

payments of Specified Income derived from the Relevant Notes are not subject to withholding
of tax by the Issuer.

However, notwithstanding the foregoing:

if during the primary launch of any tranche of Relevant Notes, the Relevant Notes of such
tranche are issued to fewer than four persons and 50.0% or more of the issue of such
Relevant Notes is beneficially held or funded, directly or indirectly, by related parties of the
Issuer, such Relevant Notes would not qualify as qualifying debt securities; and

even though a particular tranche of Relevant Notes are qualifying debt securities, if, at any
time during the tenor of such tranche of Relevant Notes, 50.0% or more of the issue of such
Relevant Notes which are outstanding at any time during the life of their issue is held
beneficially or funded, directly or indirectly, by any related party(ies) of the Issuer, Specified
Income derived from such Relevant Notes held by:

— any related party of the Issuer; or

— any other person where the funds used by such person to acquire such Relevant Notes
are obtained, directly or indirectly, from any related party of the Issuer,

will not be eligible for the tax exemption or concessionary rate of tax as described above.

The term “related party”, in relation to a person, means any other person who, directly or indirectly,
controls that person, or is controlled, directly or indirectly, by that person, or where he and that
other person, directly or indirectly, are under the control of a common person.

The terms “prepayment fee”, “redemption premium” and “break cost” are defined in the ITA as
follows:

“prepayment fee”, in relation to debt securities and qualifying debt securities, means any fee
payable by the issuer of the securities on the early redemption of the securities, the amount
of which is determined by the terms of the issuance of the securities;
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. “redemption premium?”, in relation to debt securities and qualifying debt securities, means
any premium payable by the issuer of the securities on the redemption of the securities upon
their maturity; and

o “break cost”, in relation to debt securities and qualifying debt securities, means any fee
payable by the issuer of the securities on the early redemption of the securities, the amount
of which is determined by any loss or liability incurred by the holder of the securities in
connection with such redemption.

Notwithstanding that the Issuer is permitted to make payments of Specified Income in respect of
the Relevant Notes without deduction or withholding for tax under Section 45 or Section 45A of the
ITA, any person whose Specified Income (whether it is interest, discount income, prepayment fee,
redemption premium or break cost) derived from the Relevant Notes is not exempt from tax is
required to include such income in a return of income made under the ITA.

Under the Qualifying Debt Securities Plus Scheme (“QDS Plus Scheme”), subject to certain
conditions having been fulfilled (including the furnishing of a return on debt securities in respect
of the qualifying debt securities to the MAS and such other relevant authorities as may be
prescribed within such period as the relevant authorities may specify and such other particulars
in connection with the qualifying debt securities as the relevant authorities may require), income
tax exemption is granted on Specified Income derived by any investor from qualifying debt
securities (excluding Singapore Government Securities) which:

. are issued during the period from 16 February 2008 to 31 December 2018;
o have an original maturity of not less than 10 years;
o either —

(iy if they are issued before 28 June 2013, cannot be redeemed, called, exchanged or
converted within 10 years from the date of their issue; or

(ii) if they are issued on or after 28 June 2013, cannot have their tenure shortened to less
than 10 years from the date of their issue, except under such circumstances as may be
prescribed by regulations; and

. cannot be re-opened with a resulting tenure of less than 10 years to the original maturity
date.

However, even if a particular tranche of the Relevant Notes are qualifying debt securities which
qualify under the QDS Plus Scheme, if, at any time during the tenor of such tranche of Relevant
Notes, 50.0% or more of the issue of such Relevant Notes is held beneficially or funded, directly
or indirectly, by any related party(ies) of the Issuer, Specified Income from such Relevant Notes
derived by:

o any related party of the Issuer; or

o any other person where the funds used by such person to acquire such Relevant Notes are
obtained, directly or indirectly, from any related party of the Issuer,

will not be eligible for the tax exemption under the QDS Plus Scheme as described above.

170



The MAS Circular states that, with effect from 28 June 2013, the QDS Plus Scheme will be refined
to allow qualifying debt securities with certain standard early termination clauses (as prescribed
in the MAS Circular) to qualify for the QDS Plus Scheme at the point of issuance of such debt
securities. Examples of standard early termination clauses include clauses which provide for early
termination due to a taxation event, default event, change of control event, change of
shareholding event or change in listing status of an issuer. The MAS has also clarified that if such
debt securities are subsequently redeemed prematurely pursuant to such standard early
termination clauses before the 10th year from the date of issuance of such debt securities, the tax
exemption granted under the QDS Plus Scheme to Specified Income accrued prior to such
redemption will not be clawed back. Under such circumstances, the QDS Plus status of such debt
securities will be revoked prospectively for such outstanding debt securities (if any), and holders
thereof may still enjoy the tax benefits under the qualifying debt securities scheme if the qualifying
debt securities conditions continue to be met for the outstanding debt securities.

The MAS has stated that, notwithstanding the above, qualifying debt securities with embedded
options with economic value (such as call, put, conversion or exchange options which can be
triggered at specified prices or dates and are built into the pricing of such debt securities at the
onset) which can be exercised within ten years from the date of issuance of such debt securities
will continue to be excluded from the QDS Plus Scheme from such date of issuance. This
refinement of the QDS Plus Scheme will take effect for debt securities that are issued on or after
28 June 2013.

However, even if a Tranche of the Relevant Notes are “qualifying debt securities” which qualify
under the QDS Plus Scheme, if, at any time during the tenure of such Tranche of Relevant Notes,
50% or more of the issue of such Relevant Notes which are outstanding at any time during the life
of their issue is beneficially held or funded, directly or indirectly, by any related party(ies) of the
Issuer, Specified Income from such Relevant Notes derived by:

(a) any related party of the Issuer; or

(b) any other person where the funds used by such person to acquire such Relevant Notes are
obtained, directly or indirectly, from any related party of the Issuer,

shall not be eligible for the tax exemption under the QDS Plus Scheme as described above.
Capital Gains

Any gains considered to be in the nature of capital made from the sale of the Notes will not be
taxable in Singapore. However, any gains derived by any person from the sale of the Notes which
are gains from any trade, business, profession or vocation carried on by that person, if accruing
in or derived from Singapore, may be taxable as such gains are considered revenue in nature.

Holders of the Notes who apply or are required to apply Singapore Financial Reporting Standard
39 (“FRS 39”) may, for Singaporean income tax purposes, be required to recognise gains or
losses (not being gains or losses in the nature of capital) on the Notes, irrespective of disposal,
in accordance with FRS 39. See the section below on “Adoption of FRS 39 Treatment for
Singaporean Income Tax Purposes” for further details.

Adoption of FRS 39 Treatment for Singaporean Income Tax Purposes

The Inland Revenue Authority of Singapore has issued a circular entitled “Income Tax Implications
Arising from the Adoption of FRS 39 — Financial Instruments: Recognition & Measurement” (the
“FRS 39 Circular”). The ITA has since been amended to give effect to the FRS 39 Circular. The
FRS 39 Circular generally applies, subject to certain “opt-out” provisions, to taxpayers who are
required to comply with FRS 39 for financial reporting purposes. Holders of the Notes who may
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be subject to the tax treatment under the FRS 39 Circular should consult their own accounting and
tax advisers regarding the Singaporean income tax consequences of their acquisition, holding or
disposal of the Notes.

Estate Duty

Singapore has abolished estate duty with respect to all deaths occurring on or after 15 February
2008.

Cayman Islands
Tax

The Cayman Islands currently levy no taxes on individuals or corporations based upon profits,
income, gains or appreciations and there is no taxation in the nature of inheritance tax or estate
duty.

Pursuant to the Tax Concessions Law (1999 Revision) of the Cayman Islands, the Issuer has
obtained an undertaking from the Governor-in-Council: (a) that no law which is enacted in the
Cayman Islands imposing any tax to be levied on profits or income or gains or appreciations shall
apply to the Issuer or its operations; and (b) that the aforesaid tax or any tax in the nature of estate
duty or inheritance tax shall not be payable on the shares, debentures or other obligations of the
Issuer.

The undertaking is for a period of twenty years from 4 February 2003.

The Cayman Islands are a party to a double tax treaty entered into with the United Kingdom in
2010 but otherwise is not party to any double tax treaties.

Stamp Duty

Certain stamp duties may be applicable, from time to time, on certain instruments executed in or
brought into the Cayman Islands. No stamp duty is payable in respect of the issue or transfer of
the Notes although duty may be payable if the Notes are executed in or brought into the Cayman
Islands.

British Virgin Islands

As a company incorporated under the BVI Business Companies Act, the company is exempt from
all provisions of the Income Tax Act of the British Virgin Islands (including with respect to all
dividends, interests, rents, royalties, compensation and other amounts payable by the company
to persons who are not persons resident in the British Virgin Islands).

Capital gains realised with respect to any shares, debt obligations or other securities of a company
by persons who are not persons resident in the British Virgin Islands are also exempt from all
provisions of the Income Tax Act of the British Virgin Islands.

No estate, inheritance, succession or gift tax, rate, duty, levy or other charge is payable by

persons who are not persons resident in the British Virgin Islands with respect to any shares, debt
obligations or other securities of the company.

172



Hong Kong

The following summary of certain Hong Kong tax consequences of the purchase, ownership and
disposition of the Notes is based upon laws, regulations, decisions and practice now in effect, all
of which are subject to prospective change and possibly retroactive change. The summary does
not purport to be a comprehensive description of all the tax considerations that may be relevant
to a decision to purchase, own or dispose of the Notes and does not purport to deal with the
consequences applicable to all categories of investors, some of which may be subject to special
rules. Persons considering the purchase of the Notes should consult their own tax advisers
concerning the application of Hong Kong tax laws to their particular situation as well as any
consequences of the purchase, ownership and disposition of the Notes arising under the laws of
any other taxing jurisdiction.

Withholding Tax

No withholding tax in Hong Kong is payable on payments of principal (including any premium
payable on redemption of the Notes) or interest in respect of the Notes.

Profits Tax

Hong Kong profits tax is charged on every person carrying on a trade, profession or business in
Hong Kong in respect of assessable profits arising in or derived from Hong Kong from such trade,
profession or business. Under the Inland Revenue Ordinance (Chapter 112 of the Laws of Hong
Kong) (the “Inland Revenue Ordinance”) as it is currently applied, Hong Kong profits tax may be
charged on revenue profits arising on the sale, disposal or redemption of the Notes where such
sale, disposal or redemption is or forms part of a trade, profession or business carried on in Hong
Kong.

Interest on the Notes will be subject to Hong Kong profits tax where such interest has a Hong Kong
source, and is received by or accrues to:

J a financial institution (as defined in the Inland Revenue Ordinance) and arises through or
from the carrying on by the financial institution of its business in Hong Kong; or

. a corporation carrying on a trade, profession or business in Hong Kong; or

. a person, other than a corporation, carrying on a trade, profession or business in Hong Kong,
and such interest is in respect of the funds of the trade, profession or business.

Although no tax is imposed in Hong Kong in respect of capital gains, Hong Kong profits tax may
be chargeable on trading gains arising on the sale or disposal of the Notes where such
transactions are or form part of a trade, profession or business carried on in Hong Kong.

Stamp Duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Note (for so long as
the register of Noteholders is maintained outside Hong Kong).

Estate Duty

Hong Kong estate duty has been abolished with respect to all deaths occurring on or after 11
February 2006.
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SUBSCRIPTION AND SALE

Subject to the terms and on the conditions contained in the Programme Agreement between the
Issuer and the Arranger, the Notes will be offered from time to time for sale through the Relevant
Dealer(s). The Notes may be resold at prevailing market prices, or at prices related thereto, at the
time of such resale, as determined by the Relevant Dealer. The Programme Agreement also
provides for Notes to be issued in syndicated series that are underwritten by two or more Dealers.
The Programme Agreement further provides for the resignation of existing Dealers and the
appointment of additional Dealers.

The Issuer will pay each Relevant Dealer a commission as agreed between them in respect of
Notes subscribed by it. The Issuer has agreed to reimburse the Arranger for its expenses incurred
in connection with the establishment of the Programme and the Relevant Dealer(s) for certain of
their activities in connection with the Programme.

The Issuer has agreed to indemnify the Arranger and the Dealers in connection with the offer and
sale of such Notes. The Programme Agreement entitles the Dealers to terminate any agreement
that they make to purchase Notes in certain circumstances prior to payment for such Notes being
made to the Issuer.

The Dealers may from time to time purchase and sell Notes in the secondary market, but they are
not obligated to do so, and there can be no assurance that there will be a secondary market for
the Notes or liquidity in the secondary market if one develops. From time to time, the Dealers may
make a market in the Notes.

Application will be made to the SGX-ST for permission to deal in and quotation of any Notes that
may be issued pursuant to the Programme and which are agreed at or prior to the time of issue
thereof to be so listed on the SGX-ST. In connection with the offer and sale of each series of
Notes, the relevant Pricing Supplement will indicate whether or not and, if so, on which stock
exchange(s) the Notes will be listed. No assurances can be given that the Programme will qualify
for listing on a stock exchange. In addition, there is no assurance that if the Programme qualifies
for listing on a stock exchange and the relevant Pricing Supplement indicates that such series of
Notes will be listed on a stock exchange, that such Notes will trade from their date of issuance until
maturity (or early redemption).

In connection with the issue of any series of Notes, one or more Dealers named as Stabilising
Manager(s) (or persons acting on behalf of any Stabilising Manager) in the relevant Pricing
Supplement may over-allot Notes or effect transactions with a view to supporting the market price
of the Notes at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilising Manager(s) (or persons acting on behalf of any Stabilising
Manager) will undertake stabilisation action. Any stabilisation action may begin on or after the date
on which adequate public disclosure of the terms of the offer of the relevant series of Notes is
made and, if begun, may be discontinued at any time, but it must end no later than the earlier of
30 days after the issue date of the relevant series of Notes and 60 days after the date of the
allotment of the relevant series of Notes.

Certain Matters Relating to the Dealers

Some of the Dealers and their affiliates may have, directly or indirectly, performed investment
and/or commercial banking or financial advisory or trustee services for the Issuer or its affiliates,
for which they may have received customary fees and commissions, and they expect to provide
these services to the Issuer and its affiliates in the future, for which they may also receive
customary fees and commissions.
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The Dealers or certain of their affiliates may purchase the Notes and be allocated the Notes for
asset management and/or proprietary purposes but not with a view to distribution. The Dealers or
their affiliates may purchase the Notes for their own account and enter into transactions, including
credit derivatives, such as asset swaps, repackaging and credit default swaps relating to the
Notes and/or other securities of the Issuer or its subsidiaries, affiliates or associates at the same
time as the offer and sale of the Notes or in secondary market transactions. Such transactions
would be carried out as bilateral trades with selected counterparties and separately from any
existing sale or resale of any Notes issued pursuant to the terms of the Programme
(notwithstanding that such selected counterparties may also be purchasers of the Notes).

Following an issuance of the Notes, a Dealer may make a market in such Notes. However, such
Dealer is not obligated to do so, and any market-making activities by such Dealer with respect to
such Notes may be discontinued at any time without notice.

Selling Restrictions
General

The selling restrictions below may be modified or supplemented from time to time by the
agreement of the Issuer and the Relevant Dealer(s). Any such modification or supplement will be
set out in a Pricing Supplement or in a supplement to this Information Memorandum. The
Programme Agreement provides that the restrictions relating to any specific jurisdiction (set out
below) shall be deemed to be modified to the extent (if at all) of any change(s) in, or change(s)
in official interpretation of, applicable laws and regulations governing any of such restrictions
relating to any specific jurisdiction.

Each Dealer understands that no action has been taken in any jurisdiction that would permit a
public offering of any of the Notes, or possession or distribution of this Information Memorandum
or any other document or any Pricing Supplement, in any country or jurisdiction where action for
that purpose is required. Each Dealer has agreed that it will comply with all applicable securities
laws, regulations and directives in each jurisdiction in which it subscribes for, purchases, offers,
sells or delivers Notes or any interest therein or rights in respect thereof or has in its possession
or distributes, this Information Memorandum, any other document relating to the Notes or the
Programme or any Pricing Supplement.

Singapore

This Information Memorandum has not been registered as a prospectus with the Monetary
Authority of Singapore. Accordingly, this Information Memorandum and any other document or
material in connection with the offer or sale, or invitation for subscription or purchase, of the Notes
pursuant to the Programme may not be circulated or distributed, nor may the Notes be offered or
sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor under Section 274 of
the SFA, (ii) to a relevant person pursuant to Section 275(1), or any person pursuant to Section
275(1A), and in accordance with the conditions specified in Section 275, of the SFA or (iii)
otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of
the SFA.
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Where the Notes are subscribed or purchased in reliance of an exemption under Sections 274 or
275 of the SFA, the Notes shall not be sold within the period of six months from the date of the
initial acquisition of the Notes, except to any of the following persons:

o an institutional investor (as defined in Section 4A of the SFA);

. a relevant person (as defined in Section 275(2) of the SFA); or

. any person pursuant to an offer referred to in Section 275(1A) of the SFA,

unless expressly specified otherwise in Section 276(7) of the SFA.

Where the Notes are subscribed or purchased under Section 275 of the SFA by a relevant person
which is:

. a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the
sole business of which is to hold investments and the entire share capital of which is owned

by one or more individuals, each of whom is an accredited investor; or

. a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights

and interest (howsoever described) in that trust shall not be transferred within six months after

that corporation or that trust has acquired the Notes pursuant to an offer made under Section 275

of the SFA except:

. to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to
any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the
SFA;

o where no consideration is or will be given for the transfer;

. where the transfer is by operation of law;

. as specified in Section 276(7) of the SFA; or

. as specified in Regulation 32 of the Securities and Futures (Offers of Investments) (Shares
and Debentures) Regulations 2005 of Singapore.

British Virgin Islands

Each Dealer has represented and agreed that no invitation or offer has been or will be made on
behalf of the Issuer, directly or indirectly, to any person resident in the British Virgin Islands to
subscribe for any of the Notes.

Cayman Islands

Each Dealer has represented and agreed that Notes has not been or will not be offered or sold
to the public or to any member of the public in the Cayman Islands.
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European Economic Area

In relation to each Member State of the European Economic Area which has implemented the
Prospectus Directive (each, a “Relevant Member State”), each Dealer has represented and
agreed, and each further Dealer appointed under the Programme will be required to represent,
warrant and agree, that with effect from and including the date on which the Prospectus Directive
is implemented in that Relevant Member State (the “Relevant Implementation Date”) it has not
made and will not make an offer of Notes which are the subject of the offering contemplated by
this Information Memorandum as completed by the relevant Pricing Supplement in relation thereto
to the public in that Relevant Member State, except that it may, with effect from and including the
Relevant Implementation Date, make an offer of such Notes to the public in that Relevant Member
State:

. if the relevant Pricing Supplement in relation to the Notes specify that an offer of those Notes
may be made other than pursuant to Article 3(2) of the Prospectus Directive in that Relevant
Member State (a “Non-exempt Offer”), following the date of publication of a prospectus in
relation to such Notes which has been approved by the competent authority in that Relevant
Member State or, where appropriate, approved in another Relevant Member State and
notified to the competent authority in that Relevant Member State, provided that any such
prospectus has subsequently been completed by the relevant Pricing Supplement
contemplating such Non-exempt Offer, in accordance with the Prospectus Directive, in the
period beginning and ending on the dates specified in such prospectus or Pricing
Supplement, as applicable, and the Issuer has consented in writing to its use for the purpose
of that Non-exempt Offer;

o at any time to any legal entity which is a “qualified investor” as defined in the Prospectus
Directive;

o at any time to fewer than 100 or, if the Relevant Member State has implemented the relevant
provision of the 2010 PD Amending Directive, 150, natural or legal persons (other than
qualified investors as defined in the Prospectus Directive) subject to obtaining the prior
consent of the relevant Dealer or Dealers nominated by the Issuer for any such offer; or

. at any time in any other circumstances falling within Article 3(2) of the Prospectus Directive,

provided that no such offer of Notes referred to in the second, third and fourth bullet points above
shall require the Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the
Prospectus Directive or supplement a prospectus pursuant to Article 16 of the Prospectus
Directive.

For the purposes of this provision, the expression an “offer of Notes to the public” in relation to any
Notes in any Relevant Member State means the communication in any form and by any means of
sufficient information on the terms of the offer and the Notes to be offered so as to enable an
investor to decide to purchase or subscribe the Notes, as the same may be varied in that Member
State by any measure implementing the Prospectus Directive in that Member State and the
expression “Prospectus Directive” means Directive 2003/71/EC (and amendments thereto,
including the 2010 PD Amending Directive, to the extent implemented in the Relevant Member
State) and includes any relevant implementing measure in each Relevant Member State and the
expression “2010 PD Amending Directive” means Directive 2010/73/EU.
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Hong Kong

Each Dealer has represented and agreed, and each further Dealer appointed under the
Programme will be required to represent, warrant and agree, that:

. it has not offered or sold and will not offer or sell in Hong Kong, by means of any document,
any Notes other than (a) to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong and any rules made under that Ordinance or (b) in
circumstances which do not result in the document being a “prospectus” as defined in the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong
or which do not constitute an offer to the public within the meaning of that Ordinance; and

. it has not issued or had in its possession for the purposes of issue, and will not issue or have
in its possession for the purposes of issue, whether in Hong Kong or elsewhere, any
advertisement, invitation or document relating to the Notes, which is directed at, or the
contents of which are likely to be accessed or read by, the public of Hong Kong (except if
permitted to do so under the securities laws of Hong Kong) other than with respect to Notes
which are or are intended to be disposed of only to persons outside Hong Kong or only to
“professional investors” as defined in the Securities and Futures Ordinance (Cap. 571) of
Hong Kong and any rules made under that Ordinance.

People’s Republic of China

Each Dealer has represented, warranted and agreed that the Notes are not being offered or sold
and may not be offered or sold, directly or indirectly, in the PRC (for such purposes, not including
the Hong Kong and Macau Special Administrative Regions or Taiwan), except as permitted by the
securities laws of the PRC.

United Kingdom

Each Dealer represented and agreed, and each further Dealer appointed under the Programme
will be required to represent, warrant and agree, that:

. (i) it is a person whose ordinary activities involve it in acquiring, holding, managing or
disposing of investments (as principal or agent) for the purposes of its business and (ii) it has
not offered or sold and will not offer or sell any Notes other than to persons whose ordinary
activities involve them in acquiring, holding, managing or disposing of investments (as
principal or as agent) for the purposes of their businesses or who it is reasonable to expect
will acquire, hold, manage or dispose of investments (as principal or agent) for the purposes
of their businesses where the issue of the Notes would otherwise constitute a contravention
of Section 19 of the Financial Services and Markets Act 2000 (the “FSMA”) by the Issuer;

. it has only communicated or caused to be communicated and will only communicate or cause
to be communicated any invitation or inducement to engage in investment activity (within the
meaning of section 21 of the FSMA) received by it in connection with the issue or sale of any
Notes in circumstances in which section 21(1) of the FSMA would not, if the Issuer was not
an authorised person, apply to the Issuer; and

o it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to such Notes in, from or otherwise involving the United
Kingdom.
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United States

The Notes and the Guarantees have not been and will not be registered under the Securities Act,
and the Notes may not be offered or sold within the United States or to, or for the account or
benefit of, U.S. persons except in certain transactions exempt from the registration requirements
of the Securities Act. Terms used in this paragraph have the meanings given to them by Regulation
S.

Each Dealer has agreed, and each further Dealer appointed under the Programme will be required
to agree, that except as permitted by the Programme Agreement, it will not offer, sell or deliver the
Notes (i) as part of their distribution at any time or (ii) otherwise until 40 days after the completion
of the distribution of an identifiable tranche of which such Notes are a part, as determined and
certified to the Principal Paying Agent by such Dealer (or, in the case of an identifiable tranche of
Notes sold to or through more than one Dealer, by each of such Dealers with respect to Notes of
an identifiable tranche purchased by or through it, in which case the Principal Paying Agent shall
notify such Dealer when all such Dealers have so certified), within the United States or to, or for
the account or benefit of, U.S. persons, and that it will have sent to each Dealer to which it sells
Notes during the distribution compliance period a confirmation or other notice substantially to the
following effect:

“The Notes and the Guarantees have not been and will not be registered under the U.S. Securities
Act of 1933, as amended (the “Securities Act”), and may not be offered and sold within the United
States or to, or for the account or benefit of, U.S. persons (i) as part of their distribution at any time
or (ii) otherwise until 40 days after the later of the commencement of the offering of the Notes and
the completion of the distribution of the Notes, except in either case in accordance with Regulation
S under the Securities Act. Terms used in this paragraph have the meanings given to them by
Regulation S.”

In addition, until 40 days after the commencement of the offering of any identifiable tranche of
Notes, an offer or sale of Notes within the United States by any dealer that is not participating in
the offering of such Notes may violate the registration requirements of the Securities Act.

In respect to Bearer Notes, each Dealer has agreed, and each further Dealer appointed under the
Programme will be required to agree, that Bearer Notes having a maturity of more than one year
are subject to U.S. tax law requirements and may not be offered, sold or delivered within the
United States or to United States persons, except in certain transactions permitted by U.S. tax
regulations. Accordingly, Bearer Notes having a maturity of more than one year will be issued in
accordance with the provisions of U.S. Treasury Regulation § 1.163-5(c)(2)(i)(D) (or any
successor regulation for purposes of Section 4701 of the United States Internal Revenue Code),
unless the relevant Pricing Supplement specifies that Notes will be issued in accordance with the
provisions of U.S. Treasury Regulation § 1.163-5(c)(2)(i)(C) (or any successor regulation for
purposes of Section 4701 of the United States Internal Revenue Code). Terms used in this
paragraph have the meanings given to them by the U.S. Internal Revenue Code and regulations
thereunder.
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GENERAL INFORMATION
Authorisations

The Issuer has obtained all necessary consents, approvals and authorisations in the Cayman
Islands in connection with the issue and performance of the Notes. The issue of the Notes was
authorised by resolution of the Board of Directors of the Issuer passed on 19 May 2015. Each
Guarantee has also been authorised by resolution of the Board of Directors of each relevant
Guarantor.

Information on Directors

Save as disclosed in this Information Memorandum under the section “Business — Board of
Directors and Key Executives”, the directors of the Issuer are not related by blood or marriage to
one another nor are they related to any substantial shareholder of the Issuer.

Save as disclosed below, no director of the Issuer is or was involved in any of the following events:

(a) a petition under any bankruptcy laws filed in any jurisdiction against such person or any
partnership in which he was a partner or any corporation of which he was a director or an
executive officer;

(b) a conviction of any offence, other than a traffic offence, or judgement, including findings in
relation to fraud, misrepresentation or dishonesty, given against him in any civil proceedings
in Singapore or elsewhere, or being named subject to any pending proceedings which may
lead to such a conviction or judgement, or so far as such person is aware, any criminal
investigation pending against him; or

(c) the subject of any order, judgement or ruling of any court of competent jurisdiction, tribunal
or government body, permanently or temporarily enjoining him from acting as an investment
adviser, dealer in securities, director or employee of a financial institution and engaging in
any type of business practice or activity.

On 6 October 2014, one Mr. Miao Xi Zhu lodged a claim in the High Court of Hong Kong against
Mr. Shum Sai Chit (an executive director of the Issuer), Mr. Chi Wen Fu (the Chairman and an
executive director of the Issuer), Capital Idea Investments Limited (a wholly-owned subsidiary of
the Issuer) and Win Union Limited, regarding the acquisition of China Rare Earth Magnesium
Technology Holdings from Mr. Miao in January 2013. The Group had acquired shares in China
Rare Earth Magnesium Technology Holdings from Mr. Miao at a consideration of HKD32,089,382
(the “Sale Transaction”); Mr. Miao considered that he had been misled to enter into the Sale
Transaction at an undervalue. His claim against Mr. Shum, Mr. Chi, Capital Idea Investments
Limited and Win Union Limited was for losses arising from selling shares at an undervalue.

To the best knowledge of the Issuer, Mr. Miao’s allegations are unmerited. Prior to the completion
of the Sale Transaction, Mr. Miao was the second largest shareholder and director of China Rare
Earth Magnesium Technology Holdings, with full knowledge of its overall operation and
development plans. The consideration for the Sale Transaction was determined after over a
month’s negotiation between the parties based on China Rare Earth Magnesium Technology
Holdings’ assets, liabilities and performance. Thus, to the best knowledge of the Issuer, Mr. Miao
was not misled into entering into the Sale Transaction at an undervalue.

Writs of summons were served on Mr. Chi and Mr. Shum on 16 October 2014 and 15 October 2014
respectively. To the best knowledge of the Issuer, Mr. Chi and Mr. Shum have engaged and
consulted solicitors, filed their respective defences to Mr. Miao’s claims in the High Court of Hong
Kong and will vigorously defend against Mr. Miao’s claims.
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As at the Latest Practicable Date, to the best knowledge of the Issuer, the writ of summons for the
litigation has not yet been served on Capital Idea Investments Limited. When Capital ldea
Investments Limited is served with the writ of summons, to the best knowledge of the Issuer, it will
also seek legal advice in relation to the claim and the necessary actions to be taken in this respect
and will vigorously defend against Mr. Miao’s claims.

Borrowings

Save as disclosed in the section “Index to Financial Statements”’, the Group had as at 31
December 2014 no other borrowings or indebtedness in the nature of borrowings including bank
overdrafts and liabilities under acceptances (other than normal trading bills) or acceptance
credits, mortgages, charges, hire purchase commitments, guarantees or other material contingent
liabilities.

Working Capital

The directors of the Issuer are of the opinion that, after taking into account the present banking
facilities and the net proceeds of the issue of the Notes, the Issuer will have adequate working
capital for its present requirements.

Material Adverse Change

There has been no material adverse change in the financial position or prospects of the Issuer and
the Group since 31 December 2014.

Litigation

Save as disclosed below, neither the Issuer nor any of its subsidiaries is involved in any
governmental, legal or arbitration proceedings (including any such proceedings which are pending
or threatened) which may have, or have had during the 12 months preceding the date of this
Information Memorandum, a significant effect on the financial position or profitability of the Issuer
or of the Group.

During the year ended 31 March 2008, IWOW Communications Pte Ltd (“IWOW?”) issued a legal
proceeding in Hong Kong against Group Sense PDA Limited (“GS PDA”), a non-wholly owned
subsidiary of the Issuer, for a sum of US$627,571 (approximately HKD$4,895,000, which is
approximately S$839,000). IWOW alleged that GS PDA was in breach of a service agreement
dated 3 December 2004 and failed to make payments in accordance with the service agreement.
In this connection, GS PDA also filed a claim against IWOW and alleged that IWOW was in breach
of the service agreement in failing to design and develop products in substantial conformance to
the functional specification as defined in the service agreement. According, GS PDA made a
counterclaim against IWOW for liquidated damages in the sum of US$100,000 and other damages
to be assessed together with interest and costs.

As at the Latest Practicable Date, there has been no further progress noted in the claim and
counterclaim.

Documents on Display

For so long as any of the Notes is outstanding, copies of the following documents may be
inspected at the specified offices of each of the Paying Agents during normal business hours:

o the constitutional documents of the Issuer;
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. the annual report and consolidated financial statements of the Issuer for the financial years
ended 31 December 2012, 2013 and 2014 including, in each case, the audit report relating
to such accounts;

. the Trust Deed;

o the Agency Agreement;

o the Deed of Covenant; and

this Information Memorandum and any supplements thereto.
Auditors

The consolidated financial statements of the Issuer for the years ended 31 December 2012, 2013
and 2014, extracts of which are contained in this Information Memorandum, have been audited by
HLB Hodgson Impey Cheng Limited, Certified Public Accountants as stated in their reports. HLB
Hodgson Impey Cheng Limited has given and has not withdrawn its written consent to the issue
of this Information Memorandum with the references herein to its name and, where applicable,
reports in the form and context in which they appear in this Information Memorandum.

Certificates

Any certificate of the Auditors (as defined in the Trust Deed) or any other person called for by or
provided to the Trustee (whether or not addressed to the Trustee) in accordance with or for the
purposes of the Trust Deed may be relied upon by the Trustee as sufficient evidence of the facts
set out therein notwithstanding that such certificate or report and/or any engagement letter or
other document entered into by the Trustee in connection therewith contains a monetary or other
limit on the liability of the Auditors or such other person in respect thereof and notwithstanding that
the scope and/or basis of such certificate or report may be limited by any engagement or similar
letter or by the terms of the certificate or report itself.

Trustee

The functions, rights and obligations of the Trustee are set out in the Trust Deed.
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APPENDIX A

FORM OF PRICING SUPPLEMENT
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CENTURY SUNSHINE GROUP HOLDINGS LIMITED

(Incorporated in the Cayman Islands with limited liability)

™ I\

S$$300,000,000
Multicurrency Medium Term Note Programme

Series No.: [®]
Tranche No.: [@]
[Brief Description and Amount of Notes]
Issue Price: [®] per cent.

Dealer[s]
[Insert Marketing Name of Dealer[s]]

The date of this Pricing Supplement is [e].
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This Pricing Supplement relates to the Tranche of Notes referred to above.

This Pricing Supplement, under which the Notes described herein (the “Notes”) are issued, is
supplemental to, and should be read in conjunction with, the Information Memorandum dated
[DATE] (as supplemented, amended or replaced from time to time, the “Information
Memorandum”) issued in relation to the S$$300,000,000 Multicurrency Medium Term Note
Programme of Century Sunshine Group Holdings Limited (the “Issuer”). The Notes will be issued
on the terms of this Pricing Supplement read together with the Information Memorandum.

The Issuer accepts responsibility for the information contained in this Pricing Supplement which,
when read together with the Information Memorandum, contains all information with respect to the
Issuer, the Guarantors, the Group and the Notes that is material in the context of the issue and
offering of the Notes.

This Pricing Supplement does not constitute, and may not be used for the purposes of, an offer
or solicitation by anyone in any jurisdiction in which such offer or solicitation is not authorised or
to any person to whom it is unlawful to make such offer or solicitation, and no action is being taken
to permit an offering of the Notes or the distribution of this Pricing Supplement in any jurisdiction
where such action is required.

Where interest, discount income, prepayment fee, redemption premium or break cost is derived
from any of the Notes by any person who is not resident in Singapore and who carries on any
operations in Singapore through a permanent establishment in Singapore, the tax exemption
available for qualifying debt securities (subject to certain conditions) under the Income Tax Act,
Chapter 134 of Singapore (the “Income Tax Act”) shall not apply if such person acquires such
Notes using the funds and profits of such person’s operations through a permanent establishment
in Singapore. Any person whose interest, discount income, prepayment fee, redemption premium
or break cost derived from the Notes is not exempt from tax (including for the reasons described
above) shall include such income in a return of income made under the Income Tax Act.

The Notes have not been and will not be registered under the U.S. Securities Act of 1933, as
amended (the “Securities Act”), or any state securities laws in the United States or any other
jurisdiction, and the Notes may include Bearer Notes that are subject to U.S. tax law requirements.
The Notes may only be offered and sold outside the United States to persons who are not U.S.
persons in offshore transactions in reliance on Regulation S. In addition, subject to certain
exceptions, Bearer Notes may not be offered, sold or delivered within the United States or to, or
for the account or benefit of, U.S. persons (as defined in the U.S. Internal Revenue Code of 1986,
as amended (the “Internal Revenue Code”)).

Signed:

Authorised Signatory



Terms and Conditions

The following items are the particular terms which relate to the Tranche of Notes the subject
of this Pricing Supplement. [Include whichever of the following apply]

= © © N o a0 ~ b =

11.

12.

13.

Series No.:

Tranche No.:

Specified Currency:

Aggregate Principal Amount:

Issue Price:

Issue Date:

Maturity Date:

Form (Condition 1(a)):

Specified Denomination(s) (Condition 1(a)):

Redemption Amount:

Interest Basis/Payment Basis (Condition 1(a)):

Fixed Rate Note:
(a) Calculation Amount (Condition 5(a)(i)):
(b) Rate of Interest (Condition 5(a)(i)):

(c) Interest Commencement Date
(Condition 5(a)(i)):

(d) Specified Interest Payment Dates
(Condition 5(a)(i)):

(e) Fixed Interest Period (Condition 5(a)(ii)):

(f) Fixed Coupon Amount (Condition 5(a)(ii)):

(g) Initial Broken Amount (Condition 5(a)(ii)):

(h) Final Broken Amount (Condition 5(a)(ii)):

(i) Day Count Fraction (Condition 5(a)(iii)):
Floating Rate Notes/Variable Rate Notes:
(a) Redemption Month (Condition 6(a)):

(b) Calculation Amount (Condition 5(b)(i)):

(c) Interest Commencement Date
(Condition 5(b)(i)):

(d) Specified Interest Payment Dates
(Condition 5(b)(i)):

(e) Interest Period (Condition 5(b)(i)):

A-3

[Number]

[Number]

[Currency]

[Amount]

[Price] per cent.

[Date]

[Date]

[Bearer Note/Registered Note]
[Currency and Amount(s)]

[Currency and Amount(s)]/[100%
of Specified Denomination]

[Fixed Rate/Floating Rate/Variable
Rate/Hybrid Rate/Zero Coupon]

[Currency and Amount]
[®] per cent. per annum
[Date]

[Date(s)]

[Number of months]

[Currency and Amount per
Calculation Amount]

[Currency and Amount per
Calculation Amount]

[Currency and Amount per
Calculation Amount]

[Actual/365 (Fixed)]/[other basis]

[Month and Year]
[Currency and Amount]
[Date]

[Date(s)]

[Number of months or other
period]



14.

(f)

Business Day Convention
(Condition 5(b)(i)):

Interest Determination Date
(Condition 5(b)(ii)):

Benchmark (Condition 5(b)(ii)):

Primary Source (Condition 5(b)(ii)):

Relevant Screen Page (Condition 5(b)(ii)):

Reference Banks (Condition 5(m)):

Relevant Time (Condition 5(m)):

Day Count Fraction (Condition 5(g)):

Relevant Financial Centre
(Condition 5(m)):

Reference Rate (Condition 5(m)):
Margin (Condition 5(b)(ii)):
Minimum Rate of Interest
(Condition 5(b)(v)):

Maximum Rate of Interest
(Condition 5(b)(v)):

Fallback provisions, rounding provisions
and any other terms relating to the
method of calculating interest, if different
from those set out in the Conditions:

Hybrid Notes:

(a)
(b)

—~ o~ o~
® O O
- = =

Fixed Rate Period (Condition 5(c)(ii)(A)):

Floating Rate Period
(Condition 5(c)(iii)(A)):

Redemption Month (Condition 6(a)):
Calculation Amount (Condition 5(c)(i)):

Rate of Interest (for Fixed Rate Period)
(Condition 5(c)(ii)(A)):

A-4

[Floating Rate
Convention]/[Following Business
Day Convention]/[Modified
Following Business Day
Convention]/[Preceding Business
Day Convention]/[specify any
other convention — include details]

[®] Business Days prior to the first
day of each Interest Period

[SIBOR]/[Swap
Rate]/[LIBOR]/[EURIBOR]/[Specify
other benchmark]

[ISDA Determination]/[Screen Rate
Determination]/[Reference Banks]

[Specify screen page]

[Name four for LIBOR/EURIBOR
and name three for SIBOR/Swap
Offer Rate]

[Specify time]

[Actual/Actual
(ICMA)]/[Actual/Actual]/[Actual/
Actual (ISDA)]/[Actual/365]/
[Actual/365 (Fixed)]/[Actual/360]/
[30/360]/[360/360]/[Bond Basis)/
[30E/360]/[Eurobond Basis]/
[30E/360 (ISDA)]/[Other basis]

[Specify if not Singapore]

[®] per cent. per annum
[+/-] [®] per cent. per annum

[®] per cent.

[®] per cent.

(o]

[e]
(]

[Month and Year]
[Currency and Amount]

[®] per cent. per annum



(m)

Specified Interest Payment Dates (for
Fixed Rate Period) (Condition 5(c)(ii)(A)):

Initial Broken Amount
(Condition 5(c)(ii)(B)):

Final Broken Amount
(Condition 5(c)(ii)(B)):

Interest Determination Date (for Floating
Rate Period) (Condition 5(b)(ii)):

Interest Period (for Floating Rate Period)
(Condition 5(c)(iii)(A)):

Specified Interest Payment Dates
(for Floating Rate Period)
(Condition 5(c)(iii)(A)):

Business Day Convention
(Condition 5(c)(iii)(A)):

Benchmark (Condition 5(b)(ii)):

Primary Source (Condition 5(b)(ii)):

Relevant Screen Page (Condition 5(b)(ii)):

Reference Banks (Condition 5(m)):
Relevant Time (Condition 5(m)):

Day Count Fraction (Condition 5(c)(ii)(C)
and Condition 5(g)):

Relevant Financial Centre
(Condition 5(m)):

Reference Rate (Condition 5(m)):
Margin (Condition 5(b)(ii)):

A-5

[Date(s)]

[Currency and Amount per
Specified Denomination]

[Currency and Amount per
Specified Denomination]

[®] Business Days prior to the first
day of each Interest Period

[Number of months or other
period]

[Date(s)]

[Floating Rate Business Day
Convention]/[Following Business
Day Convention]/[Modified
Following Business Day
Convention]/[Preceding Business
Day Convention]/[specify any
other convention — include details]
[SIBOR]/[Swap Rate]/

[LIBOR]/[EURIBORY/
[Specify other benchmark]

[ISDA Determination]/[Screen Rate
Determination]/[Reference Banks]

[Specify screen page]

[Named three]

[Specify time]

[Specify for Fixed Rate Period and
for Floating Rate Period, as

applicable, one or more of the
following.]

[Actual/Actual (ICMA)]/
[Actual/Actual]/[Actual/Actual
(ISDA)Y/

[Actual/365]/[Actual/365 (Fixed)l/
[Actual/360]/[30/360]/[360/360]/
[Bond Basis]/[30E/360]/[Eurobond
Basis]/[30E/360 (ISDA)]/[Other
basis]

[Specify if not Singapore]

[®] per cent. per annum

[+/-] [®] per cent. per annum



15.

16.

17.

18.

19.

(v) Fallback provisions, rounding provisions
and any other terms relating to the
method of calculating interest on Hybrid
Notes during Floating Rate Period, if
different from those set out in the
Conditions:

Zero Coupon Notes:

(a) Amortisation Yield (Condition 5(d) and
Condition 6(h)(ii)):

(b) Any other Formula/Basis of Determining
Amount Payable:

(c) Day Count Fraction (Condition 6(h)):
(d) Default Interest (Condition 5(j)):

Early Redemption Amount (Condition 6(i) or
Condition 6(j)):

Redemption at the Option of the Issuer
(Condition 6(e)):

(a) Redemption Option Period:

(b) Optional Redemption Date(s):

(c) Optional Redemption Amount:
(d) Minimum Redemption Amount:
(e) Maximum Redemption Amount:

Redemption at the Option of the Noteholders
(Condition 6(f)):

(a) Redemption Option Period:

(b) Optional Redemption Date(s):
(c) Optional Redemption Amount:

Purchase of Variable Rate Note at the Option
of the Noteholder (Condition 6(g)):

(a) VRN Purchase Option Period:

(b) Optional Purchase Amount:

A-6

(]

[Yield]

(]

[State basis]
[Specify]
[Specify]

[Yes/No]

[Specify maximum and minimum
number of days prior to Optional
Redemption Date for notice
period]/[Specify date range]

[Specify dates]/[Date to be
specified in notice to Noteholders]

[Amount]
[Amount]
[Amount]
[Yes/No]

[Specify maximum and minimum
number of days prior to Optional
Redemption Date for notice
period]/[Specify date range]

[Specify dates]/[Date to be
specified in Put Notice]

[Amount]
[Yes/No]

[Specify maximum and minimum
number of days prior to Optional
Redemption Date for notice
period])/[Specify date range]

[Amount]



20.

21.

Talons (Condition 7(a)(iii)):

(a) Talons for future Coupons to be attached
to Definitive Bearer Notes:

(b) Reference Date(s) or Interest Payment
Date(s) on which the Talons mature:

Additional Provisions Relating to the Notes:

Other Relevant Terms

1.

© N o o &

10.

11.
12.

13.
14.
15.
16.
17.
18.

19.
20.

Listing:
Clearing System(s):

Depositary/Custodian:

ISIN No.:

Common Code:

CMU Instrument Number:
TEFRA Rules Applicable:
Provisions for Bearer Notes:

(a) Exchange Date:

(b) Permanent Global Note:
(c) Definitive Bearer Notes:
Provisions for Registered Notes:

(a) Definitive Note Certificates Available on
Issue Date:

Use of Proceeds:

Syndicated:

If Syndicated:

(a) Lead Manager(s):

(b) Stabilising Manager:
Commissions and Concessions:
Dealer(s) Subscribing for Notes:
Paying Agent(s) and Transfer Agent(s):
Calculation Agent:

Date of Calculation Agent Agreement:

Details of Any Variations to Programme
Agreement:

Details of Any Additional Selling Restrictions:

[Additional Information:]

A-7

[Yes/No]

[Date(s)]

[Give details]

[Yes — [Stock Exchange]/No]

[Not applicable]/[Euroclear]/
[Clearstream, Luxembourg]/
CDP/CMU/[Other clearing system]

[Common depositary for Euroclear
and Clearstream, Luxembourg]/
CDP/CMU/[Other]

[Number]
[Number]
[Number]
[[Yes — [C Rules]/[D Rules]]/No]

[None/Date]
[Yes/No]
[Yes/No]

[Yes/No]

[Specify if different from use
disclosed in Information
Memorandum.]

[Yes/No]

[Name]

[Name]

[Specify]

[Legal Name(s) of Dealers]
[Names]

[Name]

[Date]

[Specify]

[Specify]
[Set out]
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Independent Auditors’ Report
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Hodgson Impey Cheng Limited

6 31/F., Gloucester Tower
IR The Landmark
FITH11% 11 Pedder Street
B ES Central
ERTITRESE Hong Kong

TO THE SHAREHOLDERS OF

CENTURY SUNSHINE GROUP HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Century
Sunshine Group Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
67 to 172, which comprise the consolidated and Company
statements of financial position as at 31 December 2014, and the
consolidated statement of profit or loss and other 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, 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.

65
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation of the
consolidated financial statements that give a true and fair view in
order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the
directors, as well as evaluating the overall presentation of the
consolidated financial statements.

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

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.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Wong Sze Wai, Basilia
Practising Certificate Number: PO5806

Hong Kong, 18 March 2015
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
HE2014F12 A1 ALFE
For the year ended 31 December 2014

2014 2013
FHT FHTT
HK$’°000 HK$'000
'ON Revenue 7 2,072,519 1,640,291
SHERAR Cost of sales (1,412,575) (1,132,526)
EH Gross profit 659,944 507,765
HAb WA R a Other income and gains 9 15,055 11,782
HERTSHERER Selling and marketing costs (103,116) (69,437)
THRFEY Administrative expenses (63,302) (65,767)
BIEEERENEER R Realised and unrealised gain/(loss)

RER W (FR) on investments held for trading 3,291 (1,313)
B Finance costs 10 (44,186) (21,441)
B TSR AT ) Profit before income tax 467,686 371,589
FERE Y Income tax expense 11 (128,045) (94,456)
FRER Profit for the year 12 339,641 277,133
Hi2mE(FX) WA - k% Other comprehensive (expenses)/

FriS#i income, net of income tax
HE e ER SR80 Items that may be reclassified

ZIEE - subsequently to profit or loss:

FREGBAIHEEERE Net (loss)/gain arising on revaluation

EEz (FBR), e of available-for-sale investment
HE during the year (112,062) 18,867
BERINETSFTEL 2 Exchange differences arising from
[ N =58 translation of foreign operations (54,770) 54,953
FREMEE(BIZ) WA - Other comprehensive (expenses)/
HRATBH income for the year, net of
income tax (166,832) 73,820
FRAEERAHLE Total comprehensive income
for the year 172,809 350,953
THALEEFEREF : Profit for the year attributable to:
iN/NCIE Y =DN Owners of the Company 287,910 230,215
IR Non-controling interests 51,731 46,918
339,641 277,133
THALTEEFEFRZERA Total comprehensive income

FLE for the year attributable to:

ViN/NCJEZ RSN Owners of the Company 153,187 295,930

IR R Non-controling interests 19,622 55,023

172,809 350,953

SREF Earnings per share:
— EX — basic 15(a) 10.241lcents 8.961l cents
1 — diluted 15(b) 9.96 {li cents 8.691lli cents

MR B AL A M IE MR —FBD ©

The accompanying notes form an integral part of these consolidated
financial statements.
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e BRI &
Consolidated Statement of Financial Position

2014124318
As at 31 December 2014

2014 2013
FTHET FHT
HK$’000 HK$'000
FRBEE Non-current assets
+ b A Land use rights 16 140,986 148,003
Y - B MRS Property, plant and equipment 17(a) 1,442,559 936,047
"EME Investment properties 18 134,612 141,323
BEE Intangible assets 19 80 80
s Mining rights 20 549,498 576,278
Y EFEESRIE Payment for acquisition of patents 56,237 57,645
BEYWE  BER&EN Deposits for acquisition of property,
" plant and equipment 35,089 8,638
2,359,061 1,867,914
REBEE Current assets
AHEERE Avallable-for-sale investment 22 30,391 142,453
FE Inventories 23 181,400 93,167
T A Land use rights 16 3,400 3,485
B 5 N H A fE YRR - T8 Trade and other receivables,

HERES prepayments and deposits 24 383,779 302,915
FEEERA Investments held for trading 25 9,900 7,387
TTHEEREE Derivative financial assets 26 243 -
RITIFR Deposits with banks 27 86,351 40,992
RekZFRREER Cash and cash equivalents 27 742,431 381,909

1,437,895 972,308

B RBEE Less: Current liabilities
B 5 MEAEN A Trade and other payables 28 311,465 209,782
FER TSR Income tax payable 33,186 19,970
(=% Borrowings 30 303,696 301,076
AR AR Convertible bonds 31 117,193 -
765,540 530,828
REBEEFE Net current assets 672,355 441,480

EEHABERRBAE Total assets less
current liabilities 3,031,416 2,309,394
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Consolidated Statement of Financial Position

2014512 A31 8
As at 31 December 2014

2014

THET
HK$’000

2013
FHT
HK$'000

B ERBERE Less: Non-current liabilities

AR E S Convertible bonds 31 177,687 -
EEWA Deferred revenue 32 70,333 24,980
== Borrowings 30 291,718 -
REMIBAE Deferred tax liabilities 33 125,037 131,452
664,775 156,432
EEFE Net assets 2,366,641 2,152,962

AATEEAEERERF#ME Capital and reserves attributable

to owners of the Company

&N Share capital 34 67,910 61,810
(B Reserves 35 2,142,863 1,927,679
2,210,773 1,989,489
=R ER Non-controlling interests 155,868 163,473
ERBE Total equity 2,366,641 2,152,962

EEER2015F 3 A 18 At/ RIFETIZEERHNE67
BAT2EZIREUBHRE YA TIHEEAEREE

X E
Chi Wen Fu
=

Director

MR B AR A ISR — 5B

March 2015 and are signed on its behalf by:

financial statements.

it

Shum Sai Chit

EF

Director

The consolidated financial statements on pages 67 to 172 were
approved and authorised for issue by the board of directors on 18

The accompanying notes form an integral part of these consolidated
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Statement of Financial Position
R2014F12 A31 BHILFE

As at 31 December 2014

2014

FExT
HK$’000

2013
FHT
HK$'000

FRBEE Non-current assets
W - WE REE Property, plant and equipment 17(o) 1,142 807
RHBRRZIRE Investments in subsidiaries 21(a) 2,108 2,108
3,250 2,915
REEE Current assets
B 5 R HADEWGIE - Trade and other receivables,

FENFRERES prepayments and deposits 24 1,172 855
TTHESREE Derivative financial assets 26 243 -
i S EPNGIE Amounts due from subsidiaries 21(b) 1,300,601 852,866
RekERREEE Cash and cash equivalents 27 21,288 613

1,323,304 854,334
B REBaE Less: Current liabilities
B9 R EAM BN Trade and other payables 28 2,047 1,481
MBERELN Financial guarantee contracts 29 81 85
AR ES Convertible bonds 31 117,193 -
119,321 1,566
REBEERE Net current assets 1,203,983 852,768
EEHAERREBARS Total assets less current
liabilities 1,207,233 855,683
W ERBERE Less: Non-current liabilities
AR E S Convertible bonds 31 177,687 -
EEFE Net assets 1,029,546 855,683
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Statement of Financial Position

MR2014F12 A1 HIEFE

As at 31 December 2014
2014 2013
FHR FHL

HK$’000 HK$’'000

AATEEAEER R HE Capital and reserves attributable
to owners of the Company

&N Share capital 34 67,910 61,810
[ Reserves 35 961,636 793,873
e Total equity 1,029,546 855,683

BEEER2015F3 A 18 Bt EREETIZENE67  The financial statements on pages 67 to 172 were approved and
BAT2EZHB®E  UHTHESRRES - authorised for issue by the board of directors on 18 March 2015
and are signed on its behalf by:

M E Tt
Chi Wen Fu Shum Sai Chit
= EF
Director Director
BTSRRI B A MR A — 201D - The accompanying notes form an integral part of these

financial statements.
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Consolidated Statement of Changes in Equity

HE2014F 1231 AILFE
For the year ended 31 December 2014

FNTREARE
Attributable to owners of the Company

BRE  JBEN TERES FER
Bk BfER (Raa) ) (i BF  BHER REEA i 5]
Capital Convertible
redemption Statutory Share bonds Non-
Share Share  reserve Revaluation reserve option Translation equity Retained controlling
capital premium  (note())  reserve (note(ii) (note(ii))  reserve  reserve  reserve eamings  Sub-total interests
Fin i F
RAIBEIR1E Asat 1 January 2013 00683 733752 3499 92,668 13,666 36,560 16819 97,182 - (105 590578 1629252 140262 1769514
P ot eyear B - N - - - - - - R 17 < Y 1T I (A
FRERZERA Other comprehensive income
(HBHER) Torthe year net of income ta)
EREFTHEERE  Netganarsing on revaluaton of
EEINEEE avalble-for-sae investment
during the year - - - 14150 = - - - - - = 14150 4mn 18,867
BEENERMES  Bxchangediferences arsing fom
ZEHEE ransation of foreign operations - - - - - - - 5156 - - - A 3% 5493

EMPESNER Tota comprehensiieincome

forthe year - - - 14150 - - - 51565 - - 025 29530 5508 3093
EHEERE Finlcicend paid ™ 5 - - - - - - - - - B - B
SR5RE Transfer toreserve - - - - - 2® - - - - R® - - -
RHBLATZEEREE  Change i ownership interest
n subsilaries - - - - - - - - - 53,383 - 53,383 (31812 25
BlEicr e Issue of ordinary shares upon
L8R exercise of share opfions 40t 10069 - - - - 443 - - - - 10027 - 10027
TRiELERAM RS Equiy setted shere-based
ransactions - - - - - - 4760 - - - - 4760 - 4760
RO18E12A31BR  Asat31 December 2013
4F1A1R and 1 January 2014 61810 739282 3499 106818 13,666 67812 613% 148697 - 53218 788541 1980489 163473 2152962
il Profit for the year - - - - - - - - - - 287910 287910 51,731 339,641
EREMRENR Other comprehensive
(HBAEH) expenses for the year,

(net of income tax)
EREHTHYERE  Netloss arising on revaluation
EL2EATE of available-for-sale

investment during the year - - - (e4047) - - - - - - - (B4047)  (28015) (112,062)
BEENEBAEL  Exchange differences arising
ZEREE from translation of
foreign operations - - - - - - - (50,676) - - - (50,676)  (4,094) (54,770)
ER2ENNEE Total comprehensive income
fortheyear - - - o) - - . logTe) - - TNM0 1517 19622 172809
ERLER Allotment of ordinary shares 3,102 113,206 - - - - - - - - - 116,308 - 116,308
EfRERE Final dividend paid 121 (12900) - 5 E - 5 E - 5 - [4,19) - {19
BRNERE Share option lapsed - - - - - - 50) - - - 50 - - -
BREaE Transfer to reserve - - - - - 9181 - - - - (39,187) - - -
WE-EHELT2  Acquisition of additional
ez interest of a subsidiary - - - - - - - - - [102,305) - (102,305) (27,227) (129,532
fEBRE4YT2  lssue of ordinary shares upon
£k exercise of share options 1,721 41,141 - - - - (2,516) - - - - 46,952 - 46,952
BEGERRAHZRA  Equity settled share-based
transactions - - - - - - 2,082 - - - - 2,082 - 2,082
BITERES Issue of convertible bonds - - - - - - - - 16119 - - 16119 - 16119

#2014512A318  Asat 31 December 2014 67,910 887,189 3499 22711 13666 106,999 5652 98021 16,779  (49,027) 1,037,314 2210,773 155868 2,366,641
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HERREHR
Consolidated Statement of Changes in Equity

HE2014F12A31 ALLFE
For the year ended 31 December 2014

B

B

notes:

Nl RN S BN &S LSS R ON|
REBMERZ ARBRMZEE -

AAREEREEEEAC KB RENMLZIBAR
BeinEfE - EAERRA R0 T 31T 2 AR E RS
WEE  REMZEZE -

EERHBIZAMBARNBREHEARKME([H
B EEMBMERMINMEFNI0% R AETR2E
EERRENES -

REPBERLZHEARCABERER AR
BURBIROER - 2 E M B A RIZERH 10% 2 B AT
BRgEMN (P ERREAEN B RRDERE) (E
RERERE  BIEZAESEHRCENBAREME
A60% - ZAELER AR HIBRARREFE
ZEE - ERMNBAREEERB IR NMBARZ
[

REFERRZEEECEEEARREMARES
BRGNS TR AEERZATLIAEER
RIERBREESRBES - RFESTHANEZE
R/ gEE LR EE  TEAKRRIIK

Capital redemption reserve represents the nominal value of the Shares
of the Company which was transferred from the Company’s retained
earnings upon repurchase and cancellation of Shares by the
Company.

Capital reserve represents the difference between the nominal value
of the shares of the subsidiaries that have been acquired and
capitalised pursuant to a group reorganisation over the nominal value
of the Company’s Shares issued in exchange therefore.

Statutory reserve mainly represents the fund set aside by the
subsidiaries based on 10% of their net profit of the People’s Republic
of China (the “PRC”) statutory financial statements and that for the
purpose of certain safety production activities.

In accordance with the articles of association of the subsidiaries
established in the PRC and the relevant PRC rules and regulations,
these subsidiaries are required to set aside 10% of their profit after
income tax as recorded in the PRC statutory financial statements as
statutory reserve, except where the reserve fund balance has reached
50% of the subsidiaries’ registered capital. The reserve fund can only
be used to make good the subsidiaries’ previous years’ losses, to
expand the subsidiaries’ production operations or to increase the
capital of the subsidiaries.

Pursuant to certain regulations issued by the State Administration of
Work Safety of the PRC and other relevant regulatory bodies, the
Group is required to set aside funds mainly for mining of dolomite and
serpentine at prescribed rates. These funds can be used for
maintenance and/or improvements of safety of these activities, and is
not available for distribution to shareholders.

15 SRR M AL B AR & A 5 R — BB The accompanying notes form an integral part of these consolidated

financial statements.

73

F-10



HEBAEEEZRERAE

RERERER

Consolidated Statement of Cash Flows
HZE2014F 12 A1 ALEE
For the year ended 31 December 2014

2014

FExT
HK$’000

2013
FHT
HK$'000

F-11

ReETH Operating activities
Bk B 15 8% AT A1) Profit before income tax 467,686 371,589
BTHNBEEELAE - Adjustments for:
PTE N Depreciation and amortisation 77,985 75,346
Bt 7% & B Finance costs 44,186 21,441
HEME - BEREE Net loss on disposal of property,
KBS 18R plant and equipment 76 254
FEBEERAND#R Realised and unrealised (gain)/loss on
RAZH (W), B8 investments held for trading (3,291) 1,313
g S WA Dividend income (292) @17)
FEWA Interest income (8,544) (5,157)
RIELEERNDNRZRS Equity settled share-based payments 2,082 4,760
PTESRMEERATFEE Fair value change on derivative financial assets 61 -
BEESEHAACE Operating cash flows before movements
RERE in working capital 579,949 469,129
HEREEERERN Proceeds from disposal of investments
FriS 308 held for trading 651 3,466
BEREERRE Purchase of investments held for trading (79) -
FEn Increase in inventories (91,302) (20,617)
B 5 R H A FEW IR Increase in trade and other receivables,
FE FIB RIREIE prepayments and deposits (88,146) (131,638)
5 T B R~ 2RI RS N Increase in trade and other payables 39,289 75,168
BEXEBEENRS Cash generated from operations 440,362 395,508
ERPFH Income tax paid (117,452) (94,137
RETBHREEMN Net cash generated from operating
RE&FHE activities 322,910 301,371
REZTH Investing activities
SRITEEZGEM) ES (Increase)/decrease in deposits with banks (45,359) 72,734
BEWE  BEL&E Purchase of property, plant and equipment (584,609) (348,865)
S EF B RE Payment for acquisition of patents - (57,645)
BEMX BENISZE Deposits for acquisition of property,
Eoficen plant and equipment (35,386) (8,538)
BRLEMBARIMNRES Net cash inflow in respect of the disposal
MAFHE of subsidiaries - 7,536
BUAILE Interest received 7,691 7,395
B R Dividend received 292 417
HEWME - WEREE Proceeds from disposal of property,
K FT1S 3R plant and equipment 249 199
RETEFTANEESFE Net cash used in investing activities (657,122) (326,767)
74



RERERER

Consolidated Statement of Cash Flows
HE2014F12A31 ALLFE
For the year ended 31 December 2014

2014 2013
FTHExT FHETT
HK$’000 HK$'000
METE Financing activities
FEBERHAEHRIE Proceeds from new borrowings 745,414 295,451
BEEE Repayment of borrowings (444,941) (821,215)
ERFE Interest paid (27,602) (20,428)
BRI RERS Final dividend paid (11,719) (3,863)
TERBRIEREIT Y Issue of ordinary shares upon exercise of
ZEk share options 46,952 10,027
BT R ES Issue of convertible bond 295,000 —
RIBRAB 2 EERES Net cash (outflow)/inflow in respect of change in
ZBe (RE)/TmAFE ownership interest of subsidiaries (64,767) 21,571
T U AL AN Increase in deferred revenue 46,387 24,420
fig 8% E @A Allotment of ordinary share 116,308 —
AMETEELN Net cash generated from
REFE financing activities 701,032 5,963
ReRERBEELER Net increase/(decrease) in cash and
(R B8 cash equivalents 366,820 (19,433)

FONEREREFBELHEE Cash and cash equivalents at the

beginning of the year 381,909 391,151
NEERBHNTE Effect of foreign exchange rate changes (6,298) 10,191
FRANRESRERKAELER Cash and cash equivalents at the end
of the year 742,431 381,909
MR EM EB AR A MIBEREH—3H - The accompanying notes form an integral part of these consolidated

financial statements.
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1.
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General Information

Century Sunshine Group Holdings Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in magnesium product business, fertiliser
business, metallurgical flux business.

The Company was incorporated in the Cayman Islands on 21
January 2003 as an exempted company with limited liability
under the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. On 17
February 2004, the Company’s shares were listed on the
Growth Enterprise Market (“GEM”) of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) and were
withdrawn from the GEM Board on 31 July 2008. Since 1
August 2008, the Company’s shares have been listing on the
Main Board of the Stock Exchange. In the opinion of the
directors, the ultimate holding company of the Company is
Alpha Sino International Limited, a company incorporated in
the British Virgin Islands.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$”), which is the same as the functional
currency of the Company. All values are rounded to the
nearest thousand (HK$’000) except when otherwise indicated.

Application of New and Revised Hong
Kong Financial Reporting Standards
(“HKFRSs”)

In the current year, the Group has applied for the first time, the
following amendments and new interpretations (“new
HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), which are effective for the
Group’s financial year beginning on 1 January 2014.

HKFRS 10, HKFRS 12 and  Investment Entities
HKAS 27 (Amendments)

Financial Instruments: Presentation
— Offsetting Financial Assets and
Financial Liabilities

Recoverable Amount Disclosures for
Non-Financial Assets

Novation of Derivatives and Continuation
of Hedge Accounting

Levies

HKAS 32 (Amendments)

HKAS 36 (Amendments)
HKAS 39 (Amendments)

HK(FRIC)-Int 21

F-13
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ERMBRELANE105  FEUK
BEEAFE12RREBEERE27
9% (2011 F) (BRI F) — KEEHE

BB BIMEERFE105E (BRI A) FREMB
REEBIREFAREEBERIWEER
THREMBRRGAAR  M2RERBRE
FLERATERABREZ TR BEMBAR -

REGERERRETRE HETRA:

s B RUZRREAERGBED UARK
SERHEXREEEME

o MERAERZHEBEERERES
ERTREAEERSRR BERE
WASERTRERS Rk

o  RAVEEEFERFEEB/ANMNEK

BBV BRELRE 12 REBGAENE
QT2 BRBEREEIEL - URIRA BRI
HRBERE

BRGHRAUEI2HK BTN A £
AEERTHAR
FARITEAH2R (BT BARENS
BAERSBEEATAMOREERME -
AR ABIETARE (RERENAR L
TRHIITOE ] R [RAERRREE] O
g -

Amendments to HKFRS 10, HKFRS 12
and HKAS 27 (2011) — Investment
Entities

The amendments to HKFRS 10 define an investment entity
and require a reporting entity that meets the definition of an
investment entity not to consolidate its subsidiaries but instead
to measure its subsidiaries at fair value through profit or loss in
its financial statements.

To qualify as an investment entity, a reporting entity is required
to:

. obtain funds from one or more investors for the purpose
of providing them with professional investment
management services;

. commit to its investor(s) that its business purpose is to
invest funds solely for returns from capital appreciation,
investment income, or both; and

. measure and evaluate performance of substantially all of
its investments on a fair value basis.

Consequential amendments have been made to HKFRS 12
and HKAS 27 to introduce new disclosure requirements for
investment entities.

Amendments to HKAS 32 Offsetting
Financial Assets and Financial Liabilities
The amendments to HKAS 32 clarify existing application
issues relating to the offset of financial assets and financial
liabilities requirements. Specifically, the amendments clarify
the meaning of “currently has a legally enforceable right of set-
off” and “simultaneous realisation and settlement”.
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MR EERPBERRLBERTE -
it AL BB o

Amendments to HKAS 36 Recoverable
Amount Disclosures for Non-Financial
Assets

The amendments to HKAS 36 remove the requirement to
disclose the recoverable amount of a cash-generating unit
(“CGU”) to which goodwill or other intangible assets with
indefinite useful lives had been allocated when there has been
no impairment or reversal of impairment of the related CGU.
Furthermore, the amendments introduce additional disclosure
requirements regarding the fair value hierarchy, key
assumptions and valuation techniques used when the
recoverable amount of an asset or CGU was determined
based on its fair value less costs of disposal.

Amendments to HKAS 39 Novation of
Derivatives and Continuation of Hedge
Accounting

The amendments to HKAS 39 provide relief from the
requirement to discontinue hedge accounting when a
derivative hedging instrument is novated under certain
circumstances. The amendments also clarify that any change
to the fair value of the derivative hedging instrument arising
from the novation should be included in the assessment of
hedge effectiveness.

HK (IFRIC)-Int 21 Levies

HK (IFRIC)-Int 21 Levies addresses the issue of when to
recognise a liability to pay a levy. The interpretation defines a
levy, and specifies that the obligating event that gives rise to
the liability is the activity that triggers the payment of the levy,
as identified by legislation. The interpretation provides
guidance on how different levy arrangements should be
accounted for, in particular, it clarifies that neither economic
compulsion nor the going concern basis of financial
statements preparation implies that an entity has a present
obligation to pay a levy that will be triggered by operating in a
future period.

Save as described above, the application of the above new
and revised HKFRSs had no material effect on how the results
and financial position for the current or prior accounting
periods have been prepared and presented. Accordingly, no
prior period adjustment has been required.
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The Group has not early applied the following new and revised

standards, amendments or interpretations that have been
issued but are not yet effective.

HKFRSs (Amendments)

HKFRSs (Amendments)

HKFRSs (Amendments)

HKFRS 7 and HKFRS 9
(Amendments)

HKFRS 9

HKFRS 10, HKFRS 12 and
HKAS 28 (2011)
(Amendments)

HKFRS 10 and
HKAS 28
(Amendments)

HKFRS 11 (Amendments)

HKFRS 14
HKFRS 15

HKAS 1 (Amendments)

HKAS 16 and HKAS 38
(Amendments)

HKAS 16 and HKAS 41
(Amendments)

HKAS 19 (2011)
(Amendments)

HKAS 27 (Amendments)

F-16

Annual Improvements to
HKFRSs 2010-2012 Cycle?

Annual Improvements to
HKFRSs 2011-2013 Cycle'

Annual Improvements to
HKFRSs 2012-2014 Cycle*

Mandatory Effective Date of HKFRS 9
and Transition Disclosure®

Financial Instruments®
Investment Entities: Applying the
Consolidation Exception*

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture*

Accounting for Acquisition of Interests
in Joint Operation*
Regulatory Deferral Accounts®
Revenue from contracts with customers®

Disclosure Initiative*

Clarification of Acceptable Methods of
Depreciation and Amortisation*

Agriculture: Bearer Plants*

Defined benefit plans: Employee
Contribution’

Equity Method in Separate Financial
Statements*
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Effective for annual periods beginning on or after 1 July 2014
Effective for annual periods beginning on or after 1 July 2014,
with limited exceptions

Effective for first annual HKFRS financial statements beginning
on or 1 January 2016

Effective for annual periods beginning on or after 1 January
2016

Effective for annual periods beginning on or after 1 January
2017

Effective for annual periods beginning on or after 1 January
2018

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9
was amended in 2010 to include requirements for the
classification and measurement of financial liabilities and for
derecognition.

Key requirements of HKFRS 9 are described below:

F-17

All recognised financial assets that are within the scope
of HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at
amortised cost or fair value. Specifically, debt
investments that are held within a business model
whose objective is to collect the contractual cash flows,
and that have contractual cash flows that are solely
payments of principal and interest on the principal
outstanding are generally measured at amortised cost
at the end of subsequent reporting periods. All other
debt investments and equity investments are measured
at their fair values at the end of subsequent accounting
periods. In addition, under HKFRS 9, entities may make
an irrevocable election to present subsequent changes
in the fair value of an equity investment (that is not held
for trading) in other comprehensive income, with only
dividend income generally recognised in profit or loss.
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. With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires that the amount of change in the fair value of
the financial liability that is attributable to changes in the
credit risk of that liability is presented in other
comprehensive income, unless the recognition of the
effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair
value of financial liabilities attributable to changes in the
financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Under HKAS 39, the entire
amount of the change in the fair value of the financial
liability designated as fair value through profit or loss
was presented in profit or loss.

The Directors anticipate that the adoption of HKFRS 9 in the
future may have an impact on the amounts reported in
respect of the Group’s financial assets and financial liabilities.
Regarding the Group’s financial assets, it is not practicable to
provide a reasonable estimate of that effect until a detailed
review has been completed.

Amendments to HKFRS 10, HKFRS 12
and HKAS 28 (2011) — Investment
Entities: Applying the Consolidation
Exception

The narrow-scope amendments to HKFRS 10, HKFRS 12
and HKAS 28 introduce clarifications to the requirements
when accounting for investment entities. The amendments
also provide relief in particular circumstances, which will
reduce the costs of applying the Standards.

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

Amendments to HKAS 28:

—  The requirements on gains and losses resulting from
transactions between an entity and its associate or joint
venture have been amended to relate only to assets that
do not constitute a business.
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A new requirement has been introduced that gains or
losses from downstream transactions involving assets
that constitute a business between an entity and its
associate or joint venture must be recognised in full in
the investor’s financial statements.

A requirement has been added that an entity needs to
consider whether assets that are sold or contributed in
separate transactions constitute a business and should
be accounted for as a single transaction.

Amendments to HKFRS 10:

F-19

An exception from the general requirement of full gain or
loss recognition has been introduced into HKFRS 10 for
the loss control of a subsidiary that does not contain a
business in a transaction with an associate or a joint
venture that is accounted for using the equity method.

New guidance has been introduced requiring that gains
or losses resulting from those transactions are
recognised in the parent’s profit or loss only to the
extent of the unrelated investors’ interests in that
associate or joint venture. Similarly, gains and losses
resulting from the remeasurement at fair value of
investments retained in any former subsidiary that has
become an associate or a joint venture that is
accounted for using the equity method are recognised
in the former parent’s profit or loss only to the extent of
the unrelated investors’ interests in the new associate or
joint venture.

The Directors do not anticipate that the application of
these amendments to HKFRS 10 and HKAS 28 will
have a material impact on the Group’s consolidated
financial statements.



MR

Notes to the Financial Statements
HE2014F12 A31AILLEE
For the year ended 31 December 2014

BERMBRBREENF115R(BTF) —
WIBREEXHB 2B 2B E

ERMBHREEMNE N RERRREGELERA
BEBZ B I FTHRE - BRIESTAFIEN
MR BEREB A SR REARZE
5l ARERI AR L ERYE 2 EE &5t
E e

ERUBRELERF1AREERLRF
BERUBREENFE 14RBTERRPERE
HBEEAZAREHRAUNTAREFRAD
Z BN ERNE RIS LR R A AR
EREXREE 28 - AT RIGECER
ERUBREENR I ERZEDE I ER L
AL - REREREREE 2 P B NBANR
HIEA AL - E2EBHBMEER
B MEHRRY NEANZER

BRABIIAR2016 1 A1 B 2 BRRZF
EERES - WAl R R -

ERUMBREERNEISEXAEFE
HZHA

RARIME - BEMBHRSENE15H 2 &L
RRVRFERUA - LA A R R A R TR 5B
BERZEEMERBZRE BN 22 RS
BERIMETEP - HEATHERERAK
AZBBEARS  HRARREZEER 2
SIS RAESTTRL 25

EBPBERELBFE155EN2017F1 1B
ZEFIR FEEMAN - WA A RHEREM -

Amendments to HKFRS 11 — Accounting
for Acquisition of Interests in Joint
Operation

HKFRS 11 addresses the accounting for interests in joint
ventures and joint operations. The amendments add new
guidance on how to account for the acquisition of an interest
in a joint operation that constitutes a business. The
amendments specify the appropriate accounting treatment for
such acquisitions.

HKFRS 14 Regulatory Deferral Accounts
HKFRS 14 permits first-time adopters to continue to recognise
amounts related to rate regulation in accordance with their
previous Generally Accepted Accounting Principles (“GAAP”)
requirements when they adopt HKFRS. However, to enhance
comparability with entities that already apply HKFRS and do
not recognise such amounts, the standard requires that the
effect of rate regulation must be presented separately from
other items. An entity that already presents HKFRS financial
statements is not eligible to apply the standard.

The amendments are effective for annual periods beginning
on or after 1 January 2016 with earlier application permitted.

HKFRS 15 Revenue from contracts with
customers

The core principle of HKFRS 15 is for companies to recognise
revenue to depict the transfer of goods or services to
customers in amounts that reflect the consideration (that is,
payment) to which the company expects to be entitled in
exchange for those goods or services. The new standard will
also result in enhanced disclosures about revenue, provide
guidance for transactions that were not previously addressed
comprehensively and improve guidance for multiple-element
arrangements.

HKFRS 15 is effective for annual periods beginning on or after
1 January 2017 with earlier application permitted.
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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.

The amendments can be applied immediately and become
mandatory for annual periods beginning on or after 1 January
2016.

Amendments to HKAS 16 and HKAS 38
Clarification of Acceptable Methods of
Depreciation and Amortisation

HKAS 16 and HKAS 38 both establish the principle for the
basis of depreciation and amortisation as being the expected
pattern of consumption of the future economic benefits of an
asset. The amendments clarify that the use of revenue-based
methods to calculate the depreciation of an asset is not
appropriate because revenue generated by an activity that
includes the use of an asset generally reflects factors other
than the consumption of the economic benefits embodied in
the asset.

The amendments also clarify that revenue is generally
presumed to be an inappropriate basis for measuring the
consumption of the economic benefits embodied in an
intangible asset. This presumption, however, can be rebutted
in certain limited circumstances.

The amendments are effective for annual periods beginning
on or after 1 January 2016 with earlier application permitted.
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Amendments to HKAS 19 (2011)
Employee Benefits

The issuance of HKAS 19 (2011) Employee Benefits
completes improvements to the accounting requirements for
pensions and other post-employment benefits and HKAS 19
(2011) makes important improvements by:

. Eliminating an option to defer the recognition of gains
and losses, known as the ‘corridor method’, improving
comparability and faithfulness of presentation.

. Streamlining the presentation of changes in assets and
liabilities arising from defined benefit plans, including
requiring remeasurements to be presented in other
comprehensive income, thereby separating those
changes from changes that many perceive to be the
result of an entity’s day-to-day operations.

. Enhancing the disclosure requirements for defined
benefit plans, providing better information about the
characteristics of defined benefit plans and the risks that
entities are exposed to through participation in those
plans.

Amendments to HKAS 27 Equity Method
in Separate Financial Statements

The amendments will allow entities to use the equity method
to account for investments in subsidiaries, joint ventures and
associates in their separate financial statements. The
amendments are effective for annual periods beginning on or
after 1 January 2016 with earlier application permitted.

The Group is in the process of assessing the potential impact
of the above new HKFRSs upon initial application but is not
yet in a position to state whether the above new HKFRSs will
have a significant impact on the Group’s and the Company’s
results of operations and financial position.
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3.

Summary of Significant Accounting
Policies

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

The consolidated financial statements have been prepared in
accordance with all applicable HKFRSs, which is a collective
term that includes all applicable individual HKFRSs, Hong
Kong Accounting Standards (“HKASs”), and Interpretations
issued by the HKICPA and accounting principles generally
accepted in Hong Kong. In addition, the consolidated financial
statements include applicable disclosures required by the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and by the Hong Kong
Companies Ordinance.

Basis of Preparation

The consolidated financial statements have been prepared on
the historical cost basis, except for certain financial
instruments, which are measured at fair values, as explained
in the accounting policies set out below. Historical cost is
generally based on the fair value of the consideration given in
exchange for assets.

Fair value is the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of
whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an
asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants
would take those characteristics into account when pricing
the asset or liability at the measurement date. Fair value for
measurement and/or disclosure purposes in these
consolidated financial statements is determined on such a
basis, except for share-based payment transactions that are
within the scope of HKFRS 2, leasing transactions that are
within the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value, such as net
realisable value in HKAS 2 or value in use in HKAS 36.
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In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements
are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as
follows:

. Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

. Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

. Level 3 inputs are unobservable inputs for the asset or
liability.

Basis of Consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including special
purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to
obtain benefits from its activities.

Income and expenses of subsidiaries acquired or disposed of
during the year are included in the consolidated statement of
profit or loss and other comprehensive income from the
effective date of acquisition and up to the effective date of
disposal, as appropriate. Total comprehensive income and
expenses of a subsidiary are attributed to the owners of the
Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in

line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein.
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Changes in the Group’s Ownership
Interests in Existing Subsidiaries

Changes in the Group’s ownership interests in subsidiaries
that do not result in the Group losing control over the
subsidiaries are accounted for as equity transactions. The
carrying amounts of the Group’s interests and the non-
controlling interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference between
the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners of the
Company.

When the Group loses control of a subsidiary, the profit or loss
on disposal is calculated as the difference between (i) the
aggregate of the fair value of the consideration received and
the fair value of any retained interest and (ii) the previous
carrying amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling interests.
Where certain assets of the subsidiary are measured at
revalued amounts or fair values and the related cumulative
gain or loss has been recognised in other comprehensive
income and accumulated in equity, the amounts previously
recognised in other comprehensive income and accumulated
in equity are accounted for as if the Company had directly
disposed of the related assets (i.e. reclassified to profit or loss
or transferred directly to retained earnings). The fair value of
any investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39
Financial Instruments: Recognition and Measurement or,
when applicable, the cost on initial recognition of an
investment in an associate or a jointly controlled entity.
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Business Combinations

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values of the
assets transferred by the Group, liabilities incurred by the
Group to the former owners of the acquiree and the equity
interests issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are generally recognised in
profit or loss as incurred.

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

(i) deferred tax assets or liabilities, and liabilities or assets
related to employee benefit arrangements are
recognised and measured in accordance with HKAS 12
Income Taxes and HKAS 19 Employee Benefits
respectively;

(i)  liabilities or equity instruments related to share-based
payment transactions of the acquiree or the
replacement of an acquiree’s share-based payment
transactions with share-based payment transactions of
the Group are measured in accordance with HKFRS 2
Share-based Payment at the acquisition date; and

(i assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 Non-current Assets
Held for Sale and Discontinued Operations are
measured in accordance with that standard.
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Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net of the acquisition-date amounts of the identifiable assets
acquired and the liabilities assumed. If, after assessment, the
net of the acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase
gain.

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

When the consideration transferred by the Group in a
business combination includes assets or liabilities resulting
from a contingent consideration arrangement, the contingent
consideration is measured at its acquisition-date fair value and
included as part of the consideration transferred in a business
combination. Changes in the fair value of the contingent
consideration that qualify as measurement period adjustments
are adjusted retrospectively, with the corresponding
adjustments being made against goodwill or gain on bargain
purchase. Measurement period adjustments are adjustments
that arise from additional information obtained during the
measurement period about facts and circumstances that
existed as of the acquisition date. Measurement period does
not exceed one year from the acquisition date.
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The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that is
classified as equity is not remeasured at subsequent reporting
dates and its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as an asset
or a liability is remeasured at subsequent reporting dates in
accordance with HKAS 39, or HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as appropriate,
with the corresponding gain or loss being recognised in profit
or loss.

When a business combination is achieved in stages, the
Group’s previously held equity interest in the acquiree is
remeasured to fair value at the acquisition date (i.e. the date
when the Group obtains control), and the resulting gain or
loss, if any, is recognised in profit or loss. Amounts arising
from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive
income are reclassified to profit or loss where such treatment
would be appropriate if that interest were disposed of.

Changes in the value of the previously held equity interest
recognised in other comprehensive income and accumulated
in equity before the acquisition date are reclassified to profit or
loss when the Group obtains control over the acquiree.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which the
combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those
provisional amounts are adjusted during the measurement
period (see above), or additional assets or liabilities are
recognised, to reflect new information obtained about facts
and circumstances that existed as of the acquisition date that,
if known, would have affected the amounts recognised as of
that date.
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Acquisition of Additional Interest in a
Subsidiary

When the Group increases its interest in an entity that is
already controlled by the Group, goodwill arising on such
acquisition represents the difference between the cost of
additional interest acquired and the increase in the Group’s
share of the net carrying amount of the identifiable assets,
liabilities and contingent liabilities acquired. The difference
between the cost of additional interest acquired and the book
value of the identifiable assets, liabilities and contingent
liabilities attributable to the additional interest acquired is
recognised as a reserve movement (other reserve). The
difference represents the difference that arose since the
original acquisition date that is attributable to the Group’s
increased interest in the subsidiary. On the subsequent
disposal of the subsidiary, the reserve is transferred to retained
earnings.

Goodwill

Goodwill arising on an acquisition of a business represents the
excess of the cost of acquisition over the Group’s interest in
the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business at the date of acquisition.
Such goodwill is carried at cost less any accumulated
impairment losses.

For the purposes of impairment testing, goodwill arising from
an acquisition is allocated to each of the relevant cash
generating units, or groups of CGU, that are expected to
benefit from the synergies of the acquisition. A CGU to which
goodwill has been allocated is tested for impairment annually,
and whenever there is an indication that the unit may be
impaired. For goodwill arising on an acquisition in a financial
year, the CGU to which goodwill has been allocated is tested
for impairment before the end of that financial year. When the
recoverable amount of the CGU is less than the carrying
amount of the unit, the impairment loss is allocated to reduce
the carrying amount of any goodwill allocated to the unit first,
and then to the other assets of the unit pro rata on the basis
of the carrying amount of each asset in the unit. Any
impairment loss for goodwill is recognised directly in profit or
loss. An impairment loss for goodwill is not reversed in
subsequent periods.
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On disposal of the relevant CGU, the attributable amount of
goodwill capitalised is included in the determination of the
amount of profit or loss on disposal.

Revenue Recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts
and sales related taxes.

Revenue from sale of goods is recognised when the goods
are delivered and title has passed.

Interest income from a financial asset excluding financial
assets at fair value through profit or loss is accrued on a time
basis, by reference to the principal outstanding and at the
effective interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying
amount on initial recognition.

Dividend income from investment including financial assets at
fair value through profit or loss is recognised when the
shareholders’ right to receive payment have been established.

Rental income is recognised on a straight-line basis over the
lease terms.

Any other income not mentioned above is recognised
whenever it is received or receivable.

Government Grants

Government grants are not recognised until there is
reasonable assurance that the Group will comply with the
conditions attaching to them and that the grants will be
received.

Government grants that become receivable as compensation
for expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in
which they become receivable.
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Property, Plant and Equipment

Property, plant and equipment, including freehold land and
buildings held for use in the production or supply of goods or
services, or for administrative purposes (other than
construction in progress), are stated at cost less subsequent
accumulated depreciation and accumulated impairment
losses.

Freehold land is not depreciated. Depreciation is provided to
write off the cost of items of property, plant and equipment
(other than construction in progress and freehold land) over
their estimated useful lives and after taking into account of
their estimated residual value, using the straight-line methods.

Construction in progress includes property, plant and
equipment in the course of construction for production or for
its own use purposes. Construction in progress is carried at
cost less any recognised impairment loss. Construction in
progress is classified to the appropriate category of property,
plant and equipment when completed and ready for intended
use. Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready for
their intended use.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the item) is included in profit or loss in the
period in which the item is derecognised.

Investment Properties

Investment properties are properties held to earn rentals and/
or for capital appreciation. On initial recognition, investment
properties are measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment
losses. Depreciation is charged so as to write off the cost of
investment properties over the lease term and after taking into
account of their estimated residual value, using the straight-
line method.
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An investment property is derecognised upon disposal or
when the investment property is permanently withdrawn from
use or no future economic benefits are expected from its
disposals. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in
the profit or loss in the period in which the item is
derecognised.

Land Use Rights

Payment for obtaining land use rights is considered as prepaid
operating lease payment. Land use rights are stated at cost
less accumulated amortisation and any accumulated
impairment losses, amortisation is charged to profit or loss
over the period of the rights or the term of the respective
enterprise to which the land use rights are granted, whichever
is the shorter, using the straight-line method.

The land and building elements of a lease of land and building
are considered separately for the purpose of lease
classification, unless the lease payments cannot be allocated
reliably between the land and building elements, in which
case, the entire lease is generally treated as a finance lease
and accounted for as property, plant and equipment. To the
extent the allocation of the lease payments can be made
reliably, leasehold interests in land are accounted for as
operating leases and amortised over the lease term on a
straight-line basis.

Leasing

Leases are classified as finance leases whenever the terms of
the lease transfer substantially all the risks and rewards of
ownerships to the lessee. All other leases are classified as
operating leases.

The Group as Lessor
Rental income from operating leases is recognised in profit or
loss on a straight-line basis over the term of the relevant lease.

The Group as Lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an
operating lease are recognised as a reduction of rental
expense over the lease term on a straight-line basis.
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Intangible Assets

Intangible Assets Acquired in a Business
Combination

Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where they
satisfy the definition of an intangible asset and their fair values
can be measured reliably. The cost of such intangible assets
is recognised at their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at cost less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives.
Alternatively, assets with indefinite useful lives are carried at
cost less any subsequent accumulated impairment losses.

Technical Know-how

Expenditure on acquired technical know-how is capitalised
and amortised using the straight-line method over its
estimated useful life of 5 years, from the date when the
technical know-how is available for use.

Research and Development Expenditure
Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an internal
project) is recognised if, and only if, all of the following have

been demonstrated:

— the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

— theintention to complete the intangible asset and use or
sell it;

— the ability to use or sell the intangible asset;

— how the intangible asset will generate probable future
economic benefits;
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— the availability of adequate technical, financial and other
resources to complete the development and to use or
sell the intangible asset; and

— the ability to measure reliably the expenditure
attributable to the intangible asset during the
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated intangible
asset can be recognised, development expenditure is charged
to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible asset is measured at cost less accumulated
amortisation and accumulated impairment losses (if any), on
the same basis as intangible assets acquired separately.

Mining Rights

Mining rights, including transferred exploration and evaluation
assets, are stated at cost less accumulated amortisation and
any impairment losses. The mining rights are amortised on the
production quantities over the total estimated mineral reserve.
Mining rights are written off to the profit or loss if the mining
property is abandoned.

Foreign Currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchange prevailing at the dates of the transactions. At the
end of each reporting period, monetary items denominated in
foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates
prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical
cost in a foreign currency are not retranslated.
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Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value, are included in profit or
loss for the period.

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) at the rates of exchange prevailing at the end
of the reporting period. Income and expenses are translated
at the average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which case,
the exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity (i.e.
the translation reserve) (attributed to non-controlling interests
as appropriate).

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

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on or
after 1 January 2005 are treated as assets and liabilities of
that foreign operation and retranslated at the rate of exchange
prevailing at the end of the reporting period. Exchange
differences arising are recognised in other comprehensive
income and accumulated in equity.
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Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the cost of
those assets, until such time as the assets are substantially
ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Retirement Benefit Costs

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme (the “MPF Scheme”)
are charged as an expense when employees have rendered
service entitling them to the contributions.

Cash and Cash Equivalents

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

Share-based Payment Transactions

Share Options Granted to Employees

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received
is determined by reference to the fair value of share options
granted at the grant date and is expensed on a straight-line
basis over the vesting period, with a corresponding increase
in equity (employee compensation reserve).

At the end of the reporting period, the Group revises its
estimates of number of options that are expected to ultimately
vest. The impact of the revision of the original estimates during
the vesting period, if any, is recognised in profit or loss with a
corresponding adjustment to employee compensation
reserve.
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For share options that are vested immediately at the date of
grant, the fair value of the share options granted is expensed
immediately to profit or loss.

When the share options are exercised, the amount previously
recognised in employee compensation reserve will be
transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in employee
compensation reserve will be transferred to retained eamings.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated statement of profit or loss and other
comprehensive income because it excludes items of income
or expense that are taxable or deductible in other years, and it
further excludes items that are never taxable or deductible.
The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end
of the reporting period.

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the financial
statements and the corresponding tax base used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that is probable that taxable
profit will be available against which those deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a
business combination) of other assets and liabilities in a
transaction that affects neither the taxable profit nor the
accounting profit.
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Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary differences
associated with such investments and interests are only
recognised to the extent that it is probable that there will be
sufficient taxable profits against which to utilise the benefits of
the temporary differences and they are expected to reverse in
the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax
rates that are expected to apply in the period in which liability
is settled or the asset is realised, based on tax rates (and tax
laws) that have been enacted or substantively enacted by the
end of the reporting period. The measurement of deferred tax
liabilities and assets reflects the tax consequences that would
follow from the manner in which the Group expects, at the
end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities. Current and deferred tax is
recognised in profit or loss, except when they relate to items
that are recognised in other comprehensive income or directly
in equity, in which case the deferred tax is also recognised in
other comprehensive income or directly in equity respectively.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make sale.
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Financial Instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of
the instruments.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs directly
attributable to the acquisition of financial assets or financial
liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial Assets

Financial assets are classified into the following categories,
including financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments and
available-for-sales financial assets. The classification depends
on the nature and purpose of financial assets and is
determined at time of initial recognition. All regular way
purchases or sales of financial assets are recognised and
derecognised on a trade date basis. Regular way purchases
or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by
regulation or convention in the market place.

Effective Interest Method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of the debt
instrument, or, where appropriate, a shorter period to the net
carrying amount on initial recognition.

Interest income is recognised on an effective interest basis for
debt instruments.
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Financial Assets at Fair Value through
Profit or Loss (“FVTPL”)

Financial assets at FVTPL represent investments held for
trading.

A financial asset is classified as held for trading if:

— it has been acquired principally for the purpose of selling
in the near future; or

— it is a part of an identified portfolio of financial
instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

— itis a derivative that is not designated and effective as a
hedging instrument.

Financial assets at FVTPL are measured at fair value, with
changes in fair value arising from remeasurement recognised
directly in profit or loss in the period in which they arise. The
net gain or loss recognised in profit or loss includes any
dividend or interest earned on the financial assets.

Loans and Receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. Subsequent to initial recognition, loans and
receivables (including trade and other receivables, deposits
with banks, cash and cash equivalents, amounts due from
subsidiaries and dividend receivable) are carried at amortised
cost using the effective interest method, less any identified
impairment losses (see accounting policy on impairment of
financial assets below).

Interest income is recognised by applying the effective interest

rate, except for short-term receivables when the effect of
discontinuing is immaterial.
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Held-to-maturity Investments

Held-to-maturity investments are non-derivative financial
assets with fixed or determinable payments and fixed
maturities that the Group’s management has the positive
intention and ability to hold to maturity. Subsequent to initial
recognition, held-to-maturity investments are measured at
amortised cost using the effective interest method less any
identified impairment losses (see accounting policy on
impairment of financial assets below).

Available-for-sale Financial Assets
Available-for-sale financial assets are non-derivatives that are
either designated as available-for-sale or not classified as
financial assets at FVTPL, loans and receivables or held-to-
maturity investments.

Available-for-sale financial assets are measured at fair value at
the end of each reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated
under the heading of revaluation reserve until the financial
asset is disposed of or determined to be impaired, at which
time, the cumulative gain or loss previously accumulated in
the revaluation reserve is reclassified to profit or loss.

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair value
cannot be reliably measured and derivatives that are linked to
and must be settled by delivery of such unquoted equity
investments, they are measured at cost less any identified
impairment losses at the end of the reporting period.
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Impairment of Financial Assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence
that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future
cash flows of the financial assets have been impacted.

For all of the Group’s financial assets, objective evidence of
impairment could include:

— significant financial difficulty of the issuer or counterparty;
or

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

— it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

—  the disappearance of an active market for that financial
asset because of financial difficulties.

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are subsequently assessed for impairment on a
collective basis. Objective evidence of impairment for a
portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the number
of delayed payments as well as observable changes in
national or local economic conditions that correlate with
default on receivables.

For financial assets carried at amortised cost, the amount of
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of estimated
future cash flows discounted at the original effective interest
rate.
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For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment loss
will not be reversed in subsequent periods.

The carrying amount of the financial assets is reduced by the
impairment loss directly for all financial assets with the
exception of trade receivable, where the carrying amount is
reduced through the use of an allowance account. When a
trade receivable is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or loss.
Changes in the carrying amount of the allowance account are
recognised in profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss decreases
and the decrease can be related objectively to an event
occurring after the impairment loss was recognised, the
previously recognised impairment loss is reversed through
profit or loss to the extent that the carrying amount of the
asset at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment
not been recognised.

Financial Liabilities and Equity

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements entered
into and the definitions of a financial liability and an equity
instrument.

Other Financial Liabilities

The Group’s financial liabilities are generally classified into
other financial liabilities, including trade and other payables
and borrowings are subsequently measured at amortised
cost, using the effective interest method.
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Effective Interest Method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash
payments (including all fees paid or received that from an
integral part of effective interest rate, transaction costs and
other premiums or discounts) through the expected life of the
financial liability, or, where appropriate, a shorter period, to the
net carrying amount on initial recognition.

Interest expense is recognised on an effective interest basis.

Equity Instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are
recorded at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Convertible Bonds

The component parts of compound instruments (convertible
notes) issued by the Company are classified separately as
financial liabilities, equity and derivatives in accordance with
the substance of the contractual arrangements and the
definitions of a financial liability, an equity instrument and
derivative financial instruments. Conversion option that will be
settled by the exchange of a fixed amount of cash or another
financial asset for a fixed number of the Company’s own
equity instruments is an equity instrument.

At the date of issue, the fair value of the liability component is
estimated using the prevailing market interest rate for similar
nonconvertible instruments. This amount is recorded as a
liability on an amortised cost basis using the effective interest
method until extinguished upon conversion or at the
instrument’s maturity date.
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The conversion option classified as equity is determined by
deducting the amount of the liability component from the fair
value of the compound instrument as a whole. This is
recognised and included in equity, net of income tax effects,
and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity until
the conversion option is exercised, in which case, the balance
recognised in equity will be transferred to share premium.
Where the conversion option remains unexercised at the
maturity date of the convertible note, the balance recognised
in equity will be transferred to retained profits. No gain or loss
is recognised in profit or loss upon conversion or expiration of
the conversion option.

Transaction costs that relate to the issue of the convertible
notes are allocated to the liability and equity components in
proportion to the allocation of the gross proceeds. Transaction
costs relating to the equity component are recognised directly
in equity. Transaction costs relating to the liability component
are included in the carrying amount of the liability component
and are amortised over the lives of the convertible notes using
the effective interest method.

Financial Guarantee Contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder for
a loss it incurs because a specified debtor fails to make
payments when due in accordance with the terms of a debt
instrument.

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at
FVTPL, are subsequently measured at the higher of:

— the amount of the obligation under the contract, as
determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

—  the amount initially recognised less, where appropriate,

cumulative amortisation recognised in accordance with
the revenue recognition policies.
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Derecognition

The Group are derecognises a financial asset when the
contractual rights to receive cash flows from the assets expire
or, when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have
to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the
Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the sum
of the consideration received and receivable and the
cumulative gain or loss that had been recognised in other
comprehensive income accumulated in equity is recognised in
profit or loss.

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part of a
transferred asset or retains a residual interest that does not
result in the retention of substantially all the risks and rewards
of ownership and the Group retains control), the Group
allocates the previous carrying amount of the financial asset
between the part it continues to recognise under continuing
involvement, and the part it no longer recognises on the basis
of the relative fair values of those parts on the date of the
transfer. The difference between the carrying amount allocated
to the part that is no longer recognised and the sum of the
consideration received for the part no longer recognised and
any cumulative gain or loss allocated to it that had been
recognised in other comprehensive income is recognised in
profit or loss. A cumulative gain or loss that had been
recognised in other comprehensive income is allocated
between the part that continues to be recognised and the part
that is no longer recognised on the basis of the relative fair
values of those parts.
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Financial liabilities are derecognised when the obligation
specific in the relevant contract is discharged, cancelled or
expires. The difference between the carrying amount of the
financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

Impairment Losses on Tangible and
Intangible Assets other than Goodwill

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Where it is
not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount
of the CGU to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate
assets are also allocated to individual CGU, or otherwise they
are allocated to the smallest group of CGU for which a
reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that the
asset may be impaired.

Recoverable amount is the higher of fair value 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 assessments
of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or a CGU) is estimated
to be less than its carrying amount, the carrying amount of the
asset (or the CGU) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or loss.
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Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for
the asset in prior years. A reversal of an impairment loss is
recognised as immediately in profit or loss.

Provision

A provision is recognised when the Group has a present legal
or constructive obligation, as a result of a past event, it is
probable that an outflow of resources will be required to settle
the obligation, and a reliable estimate can be made of the
amount of the obligation. When the effect of the time value
money is material, the amount of a provision is the present
value at the end of the reporting period of the expenditures
expected to be required to settle the obligation.

Related Parties Transactions

A party is considered to be related to the Group if:

(1) A person or a close member of that person’s family is
related to the Group if that person:
[0) has control or joint control over the Group;

(i)  bhas significant influence over the Group; or

(i) is a member of the key management personnel of
the Group or of a parent of the Group.

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

[0} 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).
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(i

(i)

0

(vii

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

Both entities are joint ventures of the same third
party.

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

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

The entity is controlled or jointly controlled by a
person identified in (1).

A person identified in (1) (i) has significant influence
over the entity or is a member of the key
management personnel of the entity (or of a
parent of the entity).

A transaction is considered to be a related party transaction
when there is a transfer of resources or obligations between
related parties.
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Segment Reporting

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

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

Critical Accounting Judgments and Key
Sources of Estimation Uncertainty

In the application of the Group’s accounting policies which are
described in Note 3, the directors of the Company are
required to make judgments, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual
results may differ from these estimates.

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

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of
the reporting period, that have a significant risk of causing a

material adjustment to the carrying amounts of assets and
liabilities within the next financial year.

(a)

F-51

Estimated Impairment of Investment
Properties, Mining Rights, Property,
Plant and Equipment and Intangible
Assets

The Group evaluates whether investment properties,
mining rights, property, plant and equipment and
intangible assets have suffered any impairment
whenever events or changes in circumstances indicate
that the carrying amount of the assets may not be
recoverable, in accordance with the accounting policy
stated in Note 3. The recoverable amounts of cash-
generating units represent the higher of the asset’s fair
value less costs to sell or its value-in-use. The
calculations of fair value less costs to sell or value-in-use
require the use of estimates. During the year, the Group
did not provide any impairment for investment
properties, mining rights, property, plant and equipment
and intangible assets (2013: HK$NIl).
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(b) Estimated Useful Lives of Investment

(c)

F-52

Properties, Property, Plant and
Equipment, Intangible Assets and
Mining Rights

The Group’s management determines the estimated
useful lives and related depreciation/amortisation
charges for its investment properties, property, plant
and equipment and intangible assets. This estimate is
based on the historical experience of the actual useful
lives of investment properties, property, plant and
equipment and intangible assets of similar nature and
functions and the mineral reserve determined by
independent technical adviser. It could change
significantly as a result of technical innovations and
competitor actions in response to market conditions.
Management will increase the depreciation/amortisation
charge where useful lives are less than previously
estimated lives, or it will write-off or write-down
technically obsolete or non-strategic assets that have
been abandoned or sold.

During the years ended 31 December 2014 and 2013,
the Group did not change the estimated useful lives of
investment properties, property, plant and equipment,
intangible assets and mining rights.

Estimated Impairment of Inventories
The management of the Group reviews the inventories
listing on a product-by-product basis at the end of the
reporting period. The management estimates the net
realisable value for such items based primarily on the
latest invoice prices and current market conditions.
During the year, the Group did not provide any
allowance for inventories (2013: HK$NIl).
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(d)

(e)
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Income Tax

The Group is subject to income taxes in several
jurisdictions. There are certain transactions and
calculations for which the ultimate tax determination
may be uncertain. The Group recognises liabilities for
anticipated tax issues based on estimates of whether
additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the current
and deferred tax provisions in the period in which such
determination is made.

Impairment of Trade and Other
Receivables

The impairment of trade and other receivables are
based on the ongoing evaluation of collectability and
ageing analysis of the outstanding receivables and on
management’s judgment. From time to time, the Group
may experience delays in collection. Where
recoverability of trade and other receivables are called
into doubts, resulting in an impairment of their ability to
make payments, provision may be required. Certain
receivables may be initially identified as collectable, yet
subsequently become uncollectable and result in a
subsequent write-off of the related receivables to the
consolidated statement of profit or loss and other
comprehensive income. Changes in the collectability of
trade and other receivables for which provisions are not
made could affect our results of operations. During the
year, the Group did not make any provision for
impairment on trade and other receivables (2013:
HKSNIl).
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(b) BHEBEEBERBEEK

5. €@TA 5. Financial instruments
(a) €T EER (a) Categories of Financial Instruments
AEE PN
The Group The Company
2014 2013 2014 2013
TH&xT THT FHET FHIT
HK$’000 HK$'000 HK$’000 HK$’000
SREE Financial assets
BN EWFIE (B Loans and receivables
BITERARES (including deposits with
FERBESEE) banks and cash and
cash equivalents) 1,181,942 697,864 1,321,970 853,535
AIHEERE Available-for-sale investment 30,391 142,453 - -
TTESREE Derivative financial assets 243 - 243 -
BAFEE AB2#)  Financial assets at fair value
ERMEE through profit or loss 9,900 7,387 - -
1,222,476 847,704 1,322,213 853,535
SEEaE Financial liabilities
B8Rk R Amortised cost 1,156,391 431,371 296,927 1,481
WIEEREL Financial guarantee contracts - - 81 85
1,156,391 431371 297,008 1,566

(b)

AEBRARRNEIESHTABER
FEERE HEHREMBUKIE R
TEH BEeRkFERATEE -BHR
HithENHRBEARER - BT AFE
PERIP T - BZESRM T ARRE
MR e B ESNE R - FIEER - EAh
EmER - EERRETDESRER
AT #EI AR AN E R AR E © &
KERAARNBEERRERRZESE
KA RN RT IS NS REAEE
R EREERARRHMBREMES
HEET IR -
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Financial Risk Management
Objectives and Policies

The Group’s and the Company’s major financial
instruments include investments held for trading, trade
and other receivables, deposits with banks, cash and
cash equivalents, trade and other payables and
borrowings. Details of the financial instruments are
disclosed in respective notes. The risks associated with
these financial instruments include foreign exchange
risk, interest rate risk, other price risk, credit risk and
liquidity risk. The policies on how to mitigate these risks
are set out below. The Group’s and the Company’s
overall risk management programme focus on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s and
the Company’s financial performance.
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i) SMEmEE
ENAEEABNERRS  BE
REafEX2URHEARNINGEE
HEHE - BULATAR R SNER KR IR
TR - AEE B AT EHIMNER
5 BERBBEFLIVES K
5 o AN SR HG 0 BB EOOME AL
b o WA B Z EEHEARINE
=B -

(i) FIE =z
REBEEAHBBRITEAREE
ZRTENERR(FED 26
st 27 }2.30) °

AAFWEEAF KRR -

BBED

&R 2014912 A 31 B ZR177F
AEBESRERBLEE REEF
REEEFELFATEI0ERE
i (F M *E0.1%) (20134 : 101&
) AEBEMFEHEFNEEE
AERREENAFELATE
0,5 4> 49233,0005% 7T, (2013
1 122,000 7T) °

MR EIRER AN E B mERA Lt
ANFEFERBRIALIFEX - B
FRAEEBYERRE XS fgE
SR A o

AEBETAEYABIZERN TS
FEHAEZRITEBR RS RFIER
o AT - ARIRITERZ LR
MAME - Rt ASEEY 2R
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(i)

(ii)

Foreign Exchange Risk

The Group has minimal exposures to foreign
currency risk as most of its business transactions,
assets and liabilities are principally denominated in
the functional currencies of the respective
subsidiaries. The Group currently does not have a
foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency
hedging significant foreign currency exposure and
will consider hedging significant foreign currency
exposure should the need arise.

Interest Rate Risk

The Group is exposed to fair value interest rate
risk in relation to deposits with banks and
borrowings (see Notes 27 and 30 respectively for
details).

The Company has no significant interest rate risk.

Sensitivity Analysis

If interest rates on deposits with banks and cash
and cash equivalents and borrowings as at 31
December 2014 had been 10 basis points (0.1%
per annum) (2013: 10 basis points) higher/lower
than the actual effective interest rate, the Group’s
profit for the year would have been approximately
HK$233,000 (2013: HK$122,000) higher/lower as
a result of a increase/decrease in fair value of
deposits with banks and borrowings.

As management considers the Group’s exposure
to the above fair value interest rate risk is not
significant, no interest-rate swaps or other
hedging activities are undertaken by management
during the year.

The Group is also exposed to cash flow interest
rate risk in relation to bank balances carried at
prevailing market rate. However, such exposure is
minimal to the Group as the bank balances are all
short-term in nature.
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(iii) EfEEH%ELE

REFEFBER ETRARESRIE
IHRER S ZIRERRRABE
ks - EREEBEFTREARR
BHREAUNERILER - REBHEM
EREBREEZERFREFE T2
BATER ©MEHREESKR
& o

BREDHT
ATHRESTRERE QAT
2 A B R R A E o

HEBRATEZEE LT TH
10% (20134F : 10%) * A &£ H 2
F [ )i FII 5 48 0, R > £9 990,000
77T (20184 1 739,000 7T) * |
MIBEEEREZ AT EZES -

HEEBRATAZEE A TR
10% (20134 : 10%) * AN&E @ 2
H it 2 EURABTEAGIE 0, R4
3,089,000% 7L (20134 :
14,245,000 70 ) + R AT H &
BEZANFEES -

(iv) EEERE
ZARZSH T REBITRRE K
HEFEEHRSHEENET K
EBAAZNRSEERBARER
EUBRRARIIEZZEEENR
HE -

REBEERR A RERERERIFN
FTETRS - AEENBERE
FIERNEERERSNTFES
HEERERERF - W AREE
FrB R EIAAER -
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(iii) Other Price Risk

(iv)

The Group is exposed to equity price risk through
its investments in listed equity securities and
unlisted investments in funds. The management
manages this exposure by maintaining a portfolio
of investments with different risks. The Group’s
other price risk is mainly concentrated on equity
instruments listed in the PRC and on fund
investment quoted by the financial institutions.

Sensitivity Analysis

The sensitivity analysis below have been
determined based on the exposure to equity price
risks at the reporting date.

If the prices of the respective equity instruments
has been 10% (2013: 10%) higher/lower, the
Group’s profit for the year would increase/
decrease by approximately HK$990,000 (2013:
HK$739,000) as a result of the changes in fair
value of investments held for trading.

If the prices of respective equity instruments has
been 10% (2013: 10%) higher/lower, the Group’s
other comprehensive income would increase/
decrease by approximately HK$3,039,000 (2013:
HK$14,245,000) as a result of the changes in fair
value of available-for-sale investment.

Credit Risk

The Group’s maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations at the end of the reporting period
in relation to each class of recognised financial
assets is the carrying amount of those assets as
stated in the consolidated statement of financial
position.

The Group trades only with recognised,
creditworthy third parties. It is the Group’s policy
that all customers who wish to trade on credit
terms are subject to credit verification procedures.
In addition, receivable balances are monitored on
an ongoing basis.
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RAKEEMEREE(BERE
rERBRESREB)MELEZERR
R s - ANEEEYTERE KN
AEEMEERRER © BLTyHRR
YA RIFEERR - MASH
ERTSAZEREENARAIER
REeMmE| EABE -

AREYESEETFHEERR
AEEFERERRERAAER
FEELENTFPHEER - A%
BRRITERRFRN S EBEEZ
FREERNEEXEERRNE
HEmeE -

M A S BB I R M R S RAD
B MEERRAEEFHRRIT
RERBBENERTEFEERE
ERE -

(v) REELEER

AEEFETEERORDESRARE
B RBREAREHRENER
E o BRFERBHEEREMN
HRAIHBAES  UREETS
SETMRES) - REBEBORTAH
BRAMBHERREE  BAGSE
EHEBHOBEEN -
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v)

With respect to credit risk arising from the other
financial assets of the Group which comprise
cash and cash equivalents, the Group’s exposure
to credit risk arising from default of the
counterparties is limited as the counterparties
have good credit standing and the Group does
not expect to incur significant loss for unallocated
advances/deposits from these entities.

The Group has no significant concentrations of
credit risk. It has policies in place to ensure that
sales of goods are made to customers with an
appropriate credit history. The Group’s deposits
with bank and deposits placed with financial
institutions are placed in high quality financial
institutions without significant exposure to credit
risk.

The directors consider that there is no significant
credit risk in respect of the Group’s deposits with
banks and deposits placed with financial
institutions as the financial institutions have no
record of default payment.

Liquidity Risk

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding through an
adequate amount of committed credit facilities
and the ability to close out market positions. The
Group aims to maintain flexibility in funding by
keeping adequate facilities available.
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TRETAEBRRARBGAFE
EELENSRMARE  WHRRIA
BB EAER - BRIEHBREPRRE
B HEE B O RIRES RETTAN
RAFFRBEHNSERELERITE
HWIREME - ARFTHEAFEL T
BA - FEULE12ME A NE B e &
HERIBS N ERMEE -

The table below analyses the Group’s and the
Company’s financial liabilities that will be settled
on a net basis into relevant maturity groupings
based on the remaining period at the end of the
reporting period to the contractual maturity date.
The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances

due within 12 months upon recognition equal their
carrying balances, as the impact of discounting is
not significant.

rEE The Group
2014 2014
mEFS b3
{5k ReREss
Weighted
average Total
effective Less than Over undiscounted Carrying
interest rate 1 year 1 year cash flows amount
TEx TER T TEx
HK$'000 HK$'000 HK$'000 HK$'000
ZHREMERNFZE  Trade and other payables 266,097 - 266,097 266,097
EE Borrowings 303,696 291,718 595,414 595,414
hkESR Convertible bonds 115,000 180,000 295,000 294,880
684,793 471,718 1,156,511 1,156,391
2013 2013

Weighted

average Total
effective Less than Over undiscounted Camyjing
interest rate 1year 1 year cash flows amount

BT BT T

HK$'000 HK$ 000
25 REMERNFE  Trade and other payables 130,295 - 130,295 130,29
BE Borrowings 301,076 - 301,076 301,076
431311 - 431,371 431,311
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AATF The Company
2014 2014
MEFH AMARETE
YIS —EHT —FHE &8 BHE
Weighted
average Total
effective Less than Over undiscounted Carrying
interest rate 1 year 1 year cash flows amount
TiEn TR THERT TR
HK$’000 HK$’000 HK$°000 HK$’000
BSREMERNTIA  Trade and other payables - 2,047 - 2,047 2,047
HEERAL (M)  Financial guarantee contracts
(note) - 297,097 - 297,097 81
aRES Convertible Bonds 15,70 115,000 180,000 295,000 294,880
414,144 180,000 594,144 297,008
2013 2013

i —ENT FNE KafE

Weighted

average Total
effective Less than undiscounted Carmying
interest rate 1 year ) cash flows amount
BT AT Thn TAL
HK$'000 HK$000
ZHREMEMFIE Trade and other payables - 1,481 - 1,481 1,481
BHBERAN (M)  Financial guarantee contracts
(note) - 114,050 - 114,050 85
115,531 - 115,631 1,066
WsE - note:

EREBERANEENSEAERR
HHREERT - FARRBRH
AN 2MBRSENRDBLE  RIF
HEMRNTES - ARRRBARER
BT B R o AT - A EHEE
FHTRBERELRENTENTE
AR - TSR R A A A b BUBRR
77 H S MR IR S FE R B 5 B
FERR AR -
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The amounts included above for financial guarantee
contracts are the maximum amounts the Company
could be forced to settle under the arrangement for the
full guaranteed amount if that amount is claimed by the
counterparty to the guarantee. Based on expectations
at the end of the reporting period, the Company
considers that it is more likely than not that such an
amount will not be payable under the arrangement.
However, this estimate is subject to change depending
on the probability of the counterparty claiming under the
guarantee which is a function of the likelihood that the
financial receivables held by the counterparty which are
guaranteed suffer credit losses.
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(c) AFEFE
A FREERFTAAERASES R
EERCRABEETATENE-

(i) RELEMEEZRFE
BT EFHEERSH
BEHAFE

AEESHEREERSREER
EWERRBAVETNE - TRA
HAKBPNRNEEZSERERE
rEeBEBENRFECCERMA
HERM R AR -

(c) Fair Value Measurements

This note provides information about how the Group
determines fair values of various financial assets and
financial liabilities.

(i)

Fair value of the Group’s financial
assets and financial liabilities that
are measured at fair value on a
recurring basis

Some of the Group’s financial assets and financial
liabilities are measured at fair value at the end of
each reporting period. The following table gives
information about how the fair values of these

financial assets and financial liabilities are
determined (in particular, the valuation
technique(s) and inputs used).

RATREHATE
Fair value as at
SHEE 20145127318 2013128318 NYERN  HERERTEEARE
Fairvalue  Valuation techniques
Financial assets 31 December 2014 31 December 2013 hierarchy  and key inputs
1) REEENHTEEREE REBI EfRAES RERU ETRAES :
(Iiz¥25) 9,900,007 7,387,007 1% ERTENREAR
Held for trading non-derivative Listed equity securtties outside  Listed equity securities outside Quoted bid prices in
financial assets (Note 25) Hong Kong: HK$9,900,000 Hong Kong: HK$7,387,000  Level 1 an active market
2)  EmAEHERE (i) REAMON ERAES : RERS ERAES :
30,391,0007C 142,453, 000757 18 ERTSMEEAR
Listed available-for-sale investment  Listed equity securities outside  Listed equity securities outside Quoted bid prices in
(Note 22) Hong Kong: HK$30,391,000  Hong Kong: HK$142,453,000 Level 1 an active market
3) fESREE (M) BE : 243000%T - £08 “EABREERS
Derivative financial assets (Note 26) - Asset: HK$243,000 - Level 2 Binomial Option Pricing Model

MIEEERNWEAS 1 ERE 2B ZEW
% o
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There were no transfers between Levels 1 and 2 in both

years.
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(ii) WHRBFLEMEBELZRF (ii) Fair value of the Group’s financial
B EBWEEEEHEER assets and financial liabilities that
EHEENAFE are not measured at fair value on

recurring basis
BEERR  RESUWBRRERSY Except the Group’s convertible bonds with carrying
THEERCHBENREERL amount of approximately HK$294,880,000 which
AFERE  AEEEEAENR have fair value of approximately HK$292,677,000,
294,880,000 7 7T #) AT #2 AR (& 5 1) the directors consider that the carrying amounts of
NF{EH 292,677,008 TTERIN - financial assets and financial liabilities recognised in

the consolidated financial statements approximately
their fair values.

R2014F12A31H
B A FE R BI
Fair value hierarchy as at
31 December 2014

F18 F28 %3F st
Level 1 Level 2 Level 3 Total
FHERT FET FExT FExT

HK$’000 HK$’000 HK$’000 HKS$’000

SREE Financial assets
FHEFEERE Investments held for trading 9,900 - = 9,900
THEEREE Derivative financial assets - 243 - 243
AHHERE Available-for-sale

investment
TR AGE Listed equity securities 30,391 - - 30,391
“eEt Total 40,291 243 - 40,534
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M20183F12 A31H
R FERD
Fair value hierarchy as at
31 December 2013

F188 F28 F38 BT
Level 1 Level 2 Level 3 Total

TR THT BTT TR

HK$'000 HK$’000 HK$'000  HK$'000

SRMEE Financial assets
FEEERE Investments held for trading 7,387 - - 7,387
AHEHERE Available-for-sale

investment
ETRAES Listed equity securities 142,453 - - 142,453
st Total 149,840 - - 149,840

BREELRAF2ENSREERSRE
BEORAFEE —HEARAER LRAR
EEEAEET - TEEANSEEHA
BB REE  RIE - ERERE - BiRE
KRB o

ELREBER
AEENASERABRREASBLENY
ERL S FARBRMA MR RIZHE R -
RIS 5 R A AR AR E A R -

BTHEFIFEARGE  ARERREEHE
XN TFRRORSEE  ARRDIERNEAR
B BT E A E R

AEEMARBELEREREER - L RIZR
EEGERNEERENE - AELEDIIRN
REMIGIRRERA -

The fair values of the financial assets and financial
liabilities included in the level 2 above have been
determined in accordance with generally
accepted pricing models based on a Binominal
Model, with the most significant inputs being the
share price, volatility, time to maturity, conversion
price and dividend yield.

Capital Risk Management

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern
in order to provide returns for shareholders and benefits for
other shareholders and to maintain an optimal capital structure
to reduce the cost of capital.

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

The Group monitors capital on the basis of the gearing ratio.
This ratio is calculated as total borrowings divided by total
assets as shown in the consolidated statement of financial
position.
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HE2014F 12 A1 BILFE - AEEHKRBE
B AEL REFES0NNAN - R2014F K&
20134 12 A31 BMARBLERMT ¢

During the year ended 31 December 2014, the Group’s
strategy is to maintain a gearing ratio within 50%. The gearing
ratios at 31 December 2014 and 2013 were as follows:

2014 2013
FHT T
HK$°000 HK$'000
BE®E Total borrowings 890,294 301,076
BERZEAE Total assets 3,796,956 2,840,222
a5 % Gearing ratio 23.4% 10.6%
7. WA 7. Revenue

AEETBRECBEEREY  REEHZE
B RIRIE B ZETS  REBREFERNZWADHT

The Group is principally engaged in magnesium product
business, fertiliser business and metallurgical flux business. An

N analysis of the Group’s revenue for the year is as follows:
2014 2013
FExT FHT
HK$’000 HK$'000
HECEREER Sales of magnesium products 696,904 547,366
HEEEIEHESR Sales of fertiliser products 1,277,282 1,028,068
SHE RN A T E T Sales of metallurgical flux products 98,333 64,857
2,072,519 1,640,291

8. oIER
BRI kD PRB TR AD ATRER
(EBLBREE)RE 2 BRAIERELE
Bl AEMBHE SR BRELAFEREL
REBHOSHMT -

- TEEEREH
- REIPHES
- BRRBIXS

BRAAREZIRED DN T XMW °
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Segment Information

Information reported to the Company’s Chief Executive
Officer, being the chief operating decision maker, for the
purposes of resource allocation and assessment of segment
performance focuses on the operating divisions. The Group’s
operating and reportable segments under HKFRS 8 are
therefore as follows:

—  Magnesium product business
—  Fertiliser business
—  Metallurgical flux business

Information regarding the Group’s reportable segments is
presented below.
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DEBBA R EE Segment Revenue and Results
REERAMED DI WAREESTAT © The following is an analysis of the Group’s revenue and results
by reportable segments.

BHZE2014F12 A1 HILEFE - For the year ended 31 December 2014:
tEBEER BEER REAE
£ E3) £
Magnesium Metallurgical
product Fertiliser flux
business business business Total
TR TR TR TR
HK$’000 HK$’000 HK$’000 HK$’000
DEBA Segment revenue 696,904 1,277,282 113,766 2,087,952
PHEUA Inter-segment revenue - - (15,433) (15,433)
REMPEERMA Revenue from external
customers 696,904 1,277,282 98,333 2,072,519
DEPELE Segment results 224,540 308,662 23,626 556,828
0 ON G Other income and gains 15,055
RRITBER Central administrative costs (60,011)
BBER Finance costs (44,186)
MRETE R AR Profit before income tax 467,686
127
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HE2013F12A31HIEFE - For the year ended 31 December 2013:

Magnesium

product Fertiliser Metallurgical

business business flux business Total

FHT FHT FHT o

HK$'000 HK$'000 HK$'00! HK$'000

AERA Segment revenue 547,366 1,028,068 76,149 1,651,583

D EFERA Inter-segment revenue - - (11,292) (11,292)

RENDEPEBA Revenue from external customers 547,366 1,028,068 64,857 1,640,291

DEEE Segment results 183,219 245,791 9,318 438,328

HiA Rk Other income and gains 11,782

FRITBER Central administrative costs (57,080)

HBER Finance costs 21,441)

BRETEHAEH Profit before income tax 371,589
EXEHNZHHBERA - DREINDBEEFESE Segment revenue reported above represents revenue
ZWA o DEER HITIR N TFEAERT © generated from external customers. Inter-segment

transactions are entered into at arm’s length.

AIRED Mz @ BR EAREE S HRAA The accounting policies of the reportable segments are the
B DEEFRENIESRFPRITHER (S same as the Group’s accounting policies. Segment results
FEEHM - At ARKE - BBHBEA R represent the results from each segment without allocation of
BHALDBRATEDB2EE - LARAEE central administrative costs including directors’ emoluments,
EBERAREREAMEARERETEDBE other income and gains, finance costs and income tax
WZ2H - expense. This is the measure reported to the chief operating

decision maker for the purposes of resource allocation and
assessment of segment performance.
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PHEEREE
R2014F12 A Bz EERBENHE
ZEIEFERAIBRENBZERRASAT

REER
3]

Magnesium

product
business
TR
HK$'000

Segment Assets and Liabilities

The segment assets and liabilities as at 31 December 2014
and capital expenditure for the year then ended by reportable
segments are as follows:

3

Fertiliser
business

TR
HK$'000

3

Metallurgical
flux business segments  Unallocated Total
TEn TER TEn Tn
HK$'000 HK$'000 HK$'000 HK$'000

AWEE Segment assels 1243504 753405 744,287 2,741,196  1,085760 3,796,956

2H8E Segment fiabilties 514,503 236,803 175,960 927,266 503,049 1,430,315

REFRBEE Adtions to non-current assets 350,695 220,655 55,891 627,241 1,143 628,384
R2013F 12 A1 Bz EEERABNEE The segment assets and liabilities as at 31 December 2013
ZEIEFEEAREDIBZEARIAT ¢ and capital expenditure for the year then ended by reportable

Magnesium

segments are as follows:

product Fertiser Metalurgical Totd
business business ~ flux husiness segments Undllocated Total
T T Thn T T Thr
HK§'000 HK$'000 HK$ 000 HK§'000 HK$ 000 HK§ 000
AHEE Segment assets 941,909 442,308 726,383 2,110,600 729,622 2,840,222
AHEE Segment liabiities 160,757 202445 209,819 573,021 114,239 667,260
REERBEE Addtions to non-current assets 307,484 57,740 47883 413,067 1981 415048
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RERERSBRALN D BEARLERZ B

"

- BREME EBVEE RTER B
ehERBALEANEMEEEREE
BEWE  BERREMEAMERTOR
S FRBEEEBDEERREDE &

- BOoEARZEEREMENKESN
FEABEYDEEARE DA -

EAMXBREEME  BELREOREME
BEWE  BERRENZEE(013F : HY
X BERREORE - XNEREBERFRN
BEME BERRBHRE) BYETH
X BEMRBER/THRREREN  EE
AR EEDED

Bt EHE R
HE2014F 12831 BIEFE -

W% BRERHEEN  Depreciation of property, plant and

For the purposes of monitoring segment performance and
allocating resources between segments:

— all assets are allocated to reportable segments other
than investment properties, intangible assets, deposits
with banks, cash and cash equivalents and other assets
for corporate use which including property, plant and
equipment and other receivables; and

— all liabilities are allocated to reportable segments other
than borrowings for corporate use and other payables.

Capital expenditure comprises additions to property, plant
and equipment and deposits for acquisition of property, plant
and equipment (2013: additions to property, plant and
equipment, payment for acquisition of patents and deposits
for acquisition of property, plant and equipment). Except for
the additions to certain property, plant and equipment for
administrative purposes, all the capital expenditure was
allocated to segments.

Other Segment Information
For the year ended 31 December 2014:

EREER

Magnesium

product Fertiliser Metallurgical
business business flux business  Unallocated Total
TEn TER TER TiERL TiERT
HK$’000 HK$’000 HK$'000 HK$'000 HK$’000

RENENE equipment and investment properties 10,306 35,950 10,434 5,046 61,736
TitfFFE  REE  Amortisation of land use rights,

REVEERH mining rights and intangible assets 2,401 229 13,300 319 16,249
HeENE BER  (Gainyloss on disposal of property,

RN () /BE  plantand equipment - (44) 320 (200) 76
FEEEREN Realised and unrealised gain on

BEERAZENE  investments held for tracing - - - (3,291) (3,291)
FreRE% Income tax expense 48,858 74,135 4,307 145 128,045

F-67



MR

Notes to the Financial Statements

HE2014F12A31 ALLFE
For the year ended 31 December 2014

HE2013F12 A31 BHILFEE -

For the year ended 31 December 2013:

Magnesium

product Fertiiser Metallurgical

business business flux business
TAT TATL BT o
HK$'000 HK$'000 HK$'000 HK$'000

WE  BERRER  Depreciation of property, plant and

RENENE equipment and investment properties 9,183 36,960 9,484 3911 59,538
TitfEFE  REE  Amortisation of land use rights,

REREEEH mining rights and intangible assets 1,984 358 13,282 184 15,808
HEWE BER  (Ganyloss on disposal of property,

Rt (fas) /B8 plant and equipment (102) - 274 82 254
BIEBERERN Realised and unrealised loss on

BEBRAZEER  investments held for trading - - - 1,313 1,313
ficsilh Income tax expense 37,931 55,870 542 13 94,456

& E R Geographical Information

HE2014F F2013F12A31A L FE &
SEFZRHEEERNEEREHRAGRE
FE - MmR2014%F12 31 B k2013412 A
31H  REBARIHIERBDEEIURFE o
BEREAEERINEE DNEEREEDT

FTEEFEHR

R E =20144F R2013F 12 A1 B IL&FE
WESERE —FF 2 HERBAEEMBIA
210% AU EEEEFERFHNERZS] -

During the years ended 31 December 2014 and 2013, the
Group mainly operated in the PRC and all of the Group’s
revenue are derived from the PRC and most of non-current
assets of the Group are located in the PRC as at 31
December 2014 and 31 December 2013. No analysis of the
Group’s result and assets by geographical area is disclosed.

Information about Major Customers

No information about major customers is presented as no
single customer contributed over 10% of the total revenue of
the Group during the years ended 31 December 2014 and
2013.
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9. HtWARWKE

2014 2013
FHET FHT
HK$’000 HK$’000
WA Rental income 4,766 5,241
FEWA Interest income 8,544 5,157
REMA Dividend income 292 417
HEIEWA Sundry income 1,453 967
15,055 11,782
10. K EH 10. Finance Costs
2014 2013
FHET FHAT
HK$’000 HK$’000
AR E S F S Interest expenses on convertible bonds 23,157 -
ERSFANEHEELZ Interest on borrowings wholly repayable
EERNF within 5 years 16,319 21,441
BREFREHEERL Interest on borrowings wholly repayable
BEHFE after 5 years 6,729 -
BEERAEE Total borrowing costs 46,205 21,441
B ERABIREERAN Less: Amount capitalised in the cost of
EAR bz &% qualifying assets (2,019) -
44,186 21,441
132

9. Other Income and Gains
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11. FAIBHIAX
RirE 8 R 2 EK SRR (GTA)
B FTS B X BURE R -

11. Income Tax Expense
The amount of income tax expense charged/(credited) to the
consolidated statement of profit or loss and other
comprehensive income represents:

2014 2013
FHET FHTT
HK$’000 HK$'000

BNEA#RIE Current tax
— BBFEH — Hong Kong Profits Tax = -
— B EMEH — PRC Enterprise Income Tax 131,278 97,562
RIEFIE Deferred taxation (3,233) (3,106)
128,045 94,456

(a) EBFEH
EBNBH HIRE E2014F k20134
12AB1 HIEFE 2 har BREUREF 2
16.5% 15 - AR BEBERTUE M2
BEFENHREEE2EEN - RrE
B A RSN AT -

(b) HFELEMSEH
P EIEATS B IREIE 2014 45 [2 2013
F12 A3 HILFE 2 B ERFET 2
25%&TH °

(c) BIREHR
ARABNREHEEFSRFERFHESE
SHEMRLASEREERAR - LR
EHREBAHASHEREN - AR
RERIBENT 2B AR RER
BREABRSBEREERREZMAL
W BN EE R LS NISH

(a) Hong Kong Profits Tax
Hong Kong Profits Tax is calculated at 16.5% on the
estimated assessable profits for the years ended 31
December 2014 and 2013. No tax is payable on the
profit for the year arising in Hong Kong since assessable
profit is wholly absorbed by tax losses brought forward.

(b) The PRC Enterprise Income Tax
The PRC Enterprise Income Tax is calculated at 25% on
the estimated assessable profits arising in the PRC for
the years ended 31 December 2014 and 2013.

(c) Overseas Income Tax

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Companies Law of Cayman Islands and, accordingly, is
exempted from Cayman Islands income tax. The
Company’s subsidiaries established in the British Virgin
Islands were incorporated under the International
Business Companies Act of the British Virgin Islands
and, are exempted from British Virgin Islands income
tax.
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AE B HBR P IS T A A B DA sp B b 2
B IR AT 3R 25% 7T A 2 i B A0 = A

T -

The tax on the Group’s profit before income tax differs

from the theoretical amount that would arise using a tax
rate of 25%, the standard income tax rate of the PRC
enterprises, as follows:

2014 2013
TR BT
HK$’000 HK$'000
BRETS AR R Profit before income tax 467,686 371,589
REBAE T E25% Tax charge at applicable
(2013 : 25%) income tax rate of 25%
HEMBES (2013: 25%) 116,921 25.0 92,897 25.0
REMAERELER Effect of different tax rates
MDA R of subsidiaries operating
in other jurisdictions (1,519) (0.3) (5,385) (1.4)
BERBABA 2B Tax effect of income not
taxable for tax purpose (11,830) (2.5) (6,576) (1.8
AANBZHERY 2 Tax effect of expenses not
HBTE deductile for tax purpose 20,742 4.4 15,001 4.0
ERFERERE Over-provision of tax in prior year (6) 0.0 (139) 0.0
FREMAERHKER  Utlisation of previous
unrecognised tax losses (3,149) (0.7) (6,104) (1.6)
BER hEHIEER Tax effect of estimated tax
HBiBRE losses not recognised 6,886 1.5 4,762 1.2
Bitclilaha Income tax expense 128,045 27.4 94,456 25.4

MN20145F12A31H » AEBRERB
B & 18 #990,354,0007% T (20134 :
101,141,000 7T ) 7] 45 85 LA 88 K 7k fE
B A o #972,710,00078 7T (2013 4 -
76,772,000 7T) 2 BLEE B G R B BEIK
EEM AT EERADFE RIS M
#917,644,0008 7T (20134 : 24,369,000
PBT) 2 BIEE B AR T IA SR HR 458 o
HRRRBEZERBRNRL TS
BRBAMNRIEBBYEH WZEHE
18 2 IR TR U R I R TERR
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As at 31 December 2014, the Group has unrecognised
tax losses of approximately HK$90,354,000 (2013:
HK$101,141,000), which can be carried forward to
offset future taxable profit. Tax losses of approximately
HK$72,710,000 (2013: HK$76,772,000) will expire after
five years from the year of assessment they relate to
while tax losses of approximately HK$17,644,000 (2013:
HK$24,369,000) can be carried forward indefinitely. The
deferred tax benefit of such tax losses has not been
recognised as it is not considered probable that future
taxable profit will be available to utilise the unused tax
losses.
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12. FREF
FRHEFMEINR,(ER) THER

12. Profit for the Year
Profit for the year has been arrived at after charging/(crediting):

2014 2013
FHET FET
HK$’000 HK$'000
TERFS Wages and salaries 90,813 65,332
BYEENES ZBERE Share options granted to directors
and employees 2,082 4,760
TEREHFGRIKETE Payment to defined contribution
retirement plans 1,887 1,749
WE TN (BIEEEHM) Total staff costs (including directors’
emoluments) 94,782 71,841
% 2 Em Auditors’ remuneration 1,028 1,024
YT NG Depreciation and amortisation 77,985 75,346
HEME BENREZERE  Netloss on disposal of property,

TR plant and equipment 76 254
BHEEERENDERKE Realised gain on investments held for trading (166) (214)
RIEEBERENARER Unrealised (gain)/loss on investments

(W), 518 held for trading (3,125) 1,527
FERAERASH Cost of inventories recognised as an expense 1,256,519 1,014,389
T REFZEEROEE Operating lease rentals in respect of land

and buildings 2,614 2,458
P - note:
(@ BRI REGIETR - AEBAETEEES R (@)  As stipulated by rules and regulations in the PRC, the Group

—IEHABATERNRIRGTBIHR - ZatEIBR
ERMHKEE - REEWBRORTE - AKE
BEBHEH14% R ZAT B - L AKF
EHRRZH  ARERERRERINEZS
SRR AT - ZER R M AR IR
AERERENEENENEEELAME -

AEEDAEFEEERRTEDE - BHE
SFFEBRERAKE - ABIETAE
- RIFREESTE AEEREEEERA
FEREBHEATASGIIZEERAZ 5%
ZARZTEIH - B2014F6 A1 R - &
SEREEHKZ LRABEA1,50087T

HZE2014512 A1 BIEFE - AEERA Ll
BEEZ ST ENEL S RAAEEH 1,887,000 T
(2013 4F : 1,749,000/ 7T ) 7 2014F 12 A
318 -+ 7N 5 [ 0 A A5 T ()8 Ui R T
FRR D A S B R RHE (20135 « T
JT) °
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contributes to a state-sponsored retirement plan for its
employees in the PRC, which is a defined contribution plan.
The Group contributes approximately 14% of the employees’
salary as specified by the local government, and the Group has
no future obligations for the actual payment of pensions or
post-retirement benefits beyond the annual contributions. The
state-sponsored retirement plan is responsible for the entire
pension obligations to retired employees.

The Group has arranged for its Hong Kong employees to join
the MPF Scheme, a defined contribution scheme managed by
an independent trustee. Under the MPF Scheme, each of the
Group and its Hong Kong employees make monthly
contributions to the scheme at 5% of the employees’ earnings
as defined under the Mandatory Provident Fund legislation.
Since 1 June 2014, both the Group’s and the employees’
contributions are subject to a cap of HK$1,500 per month.

During the year ended 31 December 2014, the aggregate
amount of the Group’s contributions to the aforementioned
pension schemes was approximately HK$1,887,000 (2013:
HK$1,749,000). As at 31 December 2014, the Group was not
entitled to any forfeited contributions to reduce the Group’s
future contributions (2013: HK$NI).
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13. EE  FETRABREEFHRE

BEMAL

(a) E=FHM

HE2014F12831BLFERESE 2

HrEEzInT

13. Directors’, Chief Executives’ and

Employees’ Emoluments and Individuals

with Highest Emoluments

(a) Directors’ Emoluments
The emoluments of each director for the year ended 31

December 2014 is set below:

EXpEze
BRE HE
Employer's
contribution
to pension
Name of director Fees Salaries Share options scheme Total
TET TR TR TR TR
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
HITEERTHES  Executive director and CEO
HXE Chi Wen Fu - 1,300 79 17 1,396
HITES Executive directors
Lt Shum Sai Chit - 650 59 17 726
HEF ChiBiFen - 650 59 17 726
BE Yang Yuchuan - 650 - 17 667
FUTES Non-executive director
PEE Guo Mengyong 35 - 20 - 55
BUFHTES Independent non-executive
directors
BIRX Kwong Ping Man 75 - 20 - 95
BR%? Liu Hoi Keung 2 18 S 7 - 25
Bt Sheng Hong 35 - 20 - 55
ZRg Lau ChiKit' 161 - - - 161
324 3,250 264 68 3,906
! 20144 4 A 29 HEZ(E ! Appointed on 29 April 2014

2 20144 4 A28 HiRIE
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For the year ended 31 December 2014
HZE2013F12A31HILFEREEZ The emoluments of each director for the year ended 31
NS - December 2013 is set below:

AHEIH
Employer's
contribution
to pension

Name of director Salaries  Share options scheme

HITESRITHES  Executive director and CEO

HXE ChiWen Fu - 1,108 124 15 1,247
HITES Executive directors

Tt Shum Sai Chit - 560 93 15 668
LEES ChiBiFen - 560 93 15 668
BEJI Yang Yuchuan' - 32 - 8 333
FHITES Non-executive director

BRE Guo Mengyong 33 - 30 - 63

BUkHTES Independent non-executive

directors
BRxX Kwong Ping Man 73 - 30 - 108
B Liu Hoi Keung 53 - 30 - 83
Bt Sheng Hong 3B - 30 - 63
192 2,653 430 53 3228
! R2013467 A1 BEZE 1 Appointed on 1 July 2013
137
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(b) SUBSHFMAL

RER - REESUKEEHMATEES
(20134 : B ) AAREE BHE
EMENDITER EXRE - FRER
TR T 22z (20134F : 2fi2) A+ 2 Bl
ST :

(b) Five Highest Paid Individuals
The five individuals whose emoluments were the highest
in the Group for the year included 3 (2013: 3) directors
of the Company whose directors’ emoluments are
disclosed in the above analysis. The emoluments
payable to the rest 2 (2013: 2) individuals during the
year are as follows:

2014 2013

FHBRT FHT

HEAR%e - B -
Hoh 28 R EYM R

BRASER—EH
G

HK$’000 HK$'000

Basic salaries, share options,
other allowances and benefits in kind 1,844 1,762
Pension costs-defined contribution plan

33 30

1,877 1,792

Z2fI (20134  2f ) BB HEMA LB
SN R A T &30S ¢

The emoluments of the 2 (2013: 2) individuals with the
highest emoluments are within the following bands:

A
Number of individuals
2014 2013
£ 1,000,00078 7T Nil - HK$1,000,000 1 2
1,000,001 %72 2,000,000/7T  HK$1,000,001 - HK$2,000,000 1 -
2 2

(c) #E=20144 %2013 12 A31HILEE -
AEBWERERMARRAESE SR
BEMATZNMEEAMARERL
AN SE BRSO 82808 - SLIERBREEE -
REE2014F X 2013F12 31 BILF
B BMEAAREERSUERFTMA
TRBERENE NEBREMHSE

138

(c) During the years ended 31 December 2014 and 2013,
no emoluments were paid by the Group to any of the
directors of the Company and the five highest paid
individuals as an inducement to join or upon joining the
Group, or as compensation for loss of office. There was
no director of the Company and the five highest paid
individuals agreed to waive or waived any emoluments
during the years ended 31 December 2014 and 2013.
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14. K2

PR ARHIR BT EAR
0.50 %1l (2013 %F -
2.00781l)

14. Dividend

2014 2013
TAT

HK$'000

TERT
HK$’000

Proposed final dividend of 0.50 HK cents
(2013: 2.00 HK cents) per ordinary share

14,528 55,115

BRI BB FRRRAARAE2015F5 A
28 BT IRRBF KRG EHbME -

EEYRBANARADEBREITAR - 4
RENARFBRRAM ZBRERHAARF20
B3R A B f0 2 1 B D (TATAR D) ([81T4T
Bel) » BERATBGSAE & 77 AR 2 AR A A )
ZRSMA - BITARAFRR R MR
BB -

The proposed final dividend is to be approved by the
shareholders at the annual general meeting of the Company
to be held on 28 May 2015.

The Board also proposed to make a bonus issue to all the
shareholders of the Company on the basis of 1 new share (the
“Bonus Share(s)”) for every 20 existing shares of the Company
held by the shareholders whose names appear on the register
of members of the Company (the “Bonus Issue”). The
proposed Bonus Shares will rank pari passu in all respects
with the existing shares of the Company. The Bonus Issue is
subject to the approval of shareholders and relevant regulatory
authorities.

2014 2013
FHT
HK$'000

TR
HK$’000

FRERBDIKHARE Dividend recognised as distribution
during the year:
2013 F 5k RIKITHY 2013 final dividend declared and
REFEFRRE @R paid of 2.00 HK cents
2.007% 1L (2012 4F - (2012: 1.08 HK cents) per ordinary
1.08741) share 56,201 26,280

201443 A 18 H + 54,295,000 f% ¥ i@ A% A
TEBREmIEST - DR REE2013F12
A31 BIEFE 2 REAR S A B (B120145F
5A218)  BEilt - kREZRBREZREZE
20134 12 A31 AL FERERE »

On 18 March 2014, 54,295,000 ordinary shares were issued
pursuant to the exercise of share options before the record
date of the final dividend for the year ended 31 December
2013, i.e. 21 May 2014. As such, final dividend paid was more
than the proposed dividend for the year ended 31 December
2013.
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15. RER

140

(a)

(b)

%N
SREARFIRRIEAD ARA AR
FPRT R B B (T BRI
FIIBGHE -

15. Earnings Per Share

Basic

Basic earnings per share is calculated by dividing the
profit for the year attributable to owners of the Company
by the weighted average number of ordinary shares in
issue during the year.

2014 2013

RAFHES AEREREF  Profit for the year attributable to

(F#1) owners of the Company (HK$’000) 287,910 230,215
BT SRR INE T HE Weighted average number of
(Fh%) ordinary shares in issue ('000) 2,812,557 2,570,488
BREARRF (GBI Basic earnings per share
(HK cents per share) 10.24 8.96
e (b) Diluted

Bh#EERNTRREWAEEFLE
FEEBE - ARES BT BRMET
BYEE - ARATEMBHETEEE
i A R AR ES

AR S - AARIEEARITEEK
B RBREESE  FEERQF
BEAARRHAZ B FHTSEERE
TE)BERB AR BE R EXATET
B BB - EERRITEB R T
TTHI D BB E— L8R

F-77

Diluted earnings per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential
ordinary shares. The Company has two categories of
dilutive potential ordinary shares: share options and
convertible bonds.

For the share options, a calculation is done to determine
the number of shares that could have been acquired at
fair value (determined as the average market price of the
Company’s shares during the period) based on the
monetary value of the subscription rights attached to
outstanding share options. The number of shares
calculated as above is compared with the number of
shares that would have been issued assuming the
exercise of the share options.
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R A A RIH R T AT R E S AR
BSEBUE - SR A R A R TT 6 AT R AR
BEHFAUAREAGREERTNEET

The Company’s outstanding convertible bonds were
not included in the calculation of diluted earnings per
share because the effect of which were anti-dilutive.

2014 2013

RATEB AFERERZEF Profit for the year attributable to
(F&T) owners of the Company (HK$’000) 287,910 230,215
BEITE RN T E Weighted average number of ordinary
(Fi%) shares in issue ('000) 2,812,557 2,570,488
TEREER AR (TRR) Adjustment for share options ('000) 78,427 78,849
5 488 55 20 K ) 3 I A Weighted average number of ordinary
FHH(FR) shares for diluted earnings per share
(000) 2,890,984 2,649,337
FREE R (TR Diluted earnings per share
(HK cents per share) 9.96 8.69

16. titi{E AR
AEEMN T AR 2 S EM G S S
M HEBEEEEATIOT

16. Land Use Rights

The Group’s interests in land use rights represent prepaid
operating lease payments and their net carrying values are
analysed as follows:

2014 2013

5z Fitin
HK$’000 HK$'000

EFRE - RIESEREEA

In the PRC, held on:

FERTRL Medium term leases 144,386 151,488
mBEE Current assets 3,400 3,485
SEREEE Non-current assets 140,986 148,008

144,386 151,488

R2014F 12 A 31 H + BREE A#7139,958,000
7 7T (2013 4F : 146,815,00058 7T ) 2 + b i F
EEERRITEE ZEM (MF30) °

As at 31 December 2014, land use rights with a carrying
amount of approximately HK$139,958,000 (2013:
HK$146,815,000) have been pledged to secure bank
borrowings (Note 30).
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17. Y% - BERKE 17. Property, Plant and Equipment
(a) F=&EEH (a) The Group

BRR
()} nEEE HERER HAZRR
Furniture and

Buildings Leasehold Plant and office in=progress

(note (i) improvements machinery equipment i (note (i
Tt AL AL

A cosT
RO1F1A18 Asat 1 January 2013 163,626 2918 444,236 8,029 7,631 868 203,733 841,101
g Addtions - 848 12246 251 3,190 - 332,330 348,865
£ Transfers 5,260 - 45,115 - - - (50,975) -
e Disposals - (323 (026) - o) - - (1521
Ei#% Exchange alignment 4715 678 14,661 238 266 26 12610 33,04
Ro135 124318 Asat 31 Decemboer 2013
ROuEIA1A and 1 January 2014 163,601 24,181 516,532 8518 10,115 804 497,698 1221539
R Adattions 611 - 5128 177 4 - 585,763 592,908
&5 Transfers 4929 - 39,158 - - - (44.087) -
e Disposals - - (667) - (1.437) - - 2104
EimE Exchange aignment (4,048) (570) (13,041) 201) (220 21 (17,100) (35,201)
2014512318 As at 31 December 2014 165,093 23,611 541,705 8,494 9,182 873  1,0222714 1,777,232
RitERAE Accumulated depreciation and
impairment
ROBEIA1A Asat 1 January 2013 40,002 2918 147,080 6,070 5,634 347 - 222,061
ERfE Charge for the year 3,063 208 51,109 1,085 0 175 - 56,630
HERHH Eliminated on disposal - (323 2 - (724) - - (1,068)
EX@E Bxchange aignment 1,266 678 5,561 204 146 14 - 7,860
ROBERANER As at 31 December 2013 and
DUE1A1E 1 January 2014 44331 23601 203679 7,350 5,986 536 - 285492
FRTE Charge for the year 328 2% 53,339 430 973 176 - 58,448
R Eiminated on disposal - - (546) - (1,233) - - (1,779
EfRE Exchange alignment (1,111) (570) (5,494 (181) (118 (14 - (7,488
20145125318 As at 31 December 2014 46,455 23,326 250,978 1,608 5,608 698 - 334,673
REFE Net camrying values
20145125318 As at 31 December 2014 118,638 285 296,721 886 3574 175 1,022,274 1,442,559
RO1BE12A31H Asat 31 December 2013 119,210 580 312,853 1,159 4129 358 497,698 936,047
FEE notes:
0 R AR o 0] The buildings are situated in the PRC.
(i M20144 12 A31 8 + 492,019,000 (ii) As at 31 December 2014, approximately HK$2,019,000
TL(20134F « T IT) WE KL R A (2013: HK$Nil) was capitalised and included in
ERIR AEERTREIONNT - construction-in-progress. An analysis of construction-in-

progress is as follows:

2014
FHT
HK$’000
g Buildings 99,501 137,447
= Kz Plant and machinery 922,773 360,251
1,022,274 497,698
(iii) M2014F 12 A31H R EE (i)  As at 31 December 2014, buildings and plant and
#7160,334,000% 7T (20134 machinery with a carrying amount of approximately

vl
165,546,000 T ) 2 # [ HK$160,334,000 (2013: HK$165,546,000) have been
g . "

pledged to secure bank borrowings (Note 30).
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(b) &AT (b) The Company
BRRELE
VES] B
Furniture
Leasehold Motor and office
improvements vehicle equipment
THL
HK$'000 HK$'000
R Cost
R2013%51A 18 Asat 1 January 2013 323 907 125 1,375
"E Addtions 848 - 181 1,029
it Disposals (323) - - (323
2013512 4318 As at 31 December 2013
L2014E1R1H and 1 January 2014 848 927 306 2,081
ARE Additions - 724 75 799
e Disposals - 927) - (©@27)
#20145125831A As at 31 December 2014 848 724 381 1,953
RitiTE Accumulated depreciation
201351 A18 Asat 1 January 2013 328 848 3 1,209
RS Bliminated on disposal (329) - - (329)
ERFE Charge for the year 268 79 4 388
201312 4318 As at 31 December 2013
R201451A1H and 1 January 2014 268 927 79 1,274
HEEHH Eliminated on disposal - (927) - (927)
ERHE Charge for the year 29 100 69 464
1201451258310 As at 31 December 2014 563 100 148 811
REFE Net carrying values
®2014%512A31A As at 31 December 2014 285 624 233 1,142
20185124318 As at 31 December 2013 580 - 27 807
143
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RAFEZEZWE BEMXEBEZFEREHD The useful lives of property, plant and equipment adopted for
™ the current year are as follows:
—1&F HEHA - Buildings Over the lease terms
—MERE 2E5F - Leasehold improvements 2to 5 years
— R R g 52254 - Plant and machinery 5 to 25 years
B SIYSE YN 54 — Furniture and office equipment 5 years
" 5% - Motor vehicles 5 years
— e 5% - Ship 5 years
18. REYE 18. Investment Properties
FHx
HK$'000
B Cost
®2013%F1A1R As at 1 January 2013 163,285
B A Exchange alignment 4,884
R2013F 12 31 B 201491 A1H  Asat 31 December 2013 and 1 January 2014 168,169
[E 3 g Exchange alignment (4,109)
#2014512A31A As at 31 December 2014 164,060

BiHFE Accumulated depreciation

®2013%F1A1R As at 1 January 2013 23,177
FRFE Charge for the year 2,908
ERzIECE Exchange alignment 761
7201312 A31 B 2014%F1A1H  Asat 31 December 2013 and 1 January 2014 26,846
FANE Charge for the year 3,288
& 5 AR Exchange alignment (686)
R2014512831H As at 31 December 2014 29,448

IREFE Net carrying values
#2014512A31A As at 31 December 2014 134,612
M2013F12 A31 A As at 31 December 2013 141,323
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REMEEREENEE 8 F_HRE=
HERNET -

B EMEREERNABREETE -

H2014F 12 A31 A  BREEX) A 134,612,000
77T (20134 : 141,323,000870) 2 IR E W%
EAERIRITIEE 2 EAR - (FiIFE30)

MR2014F12 A3 H - KREEREMEZ QT
E49/161,311,0007%8 7T (2013 4F : 146,463,000
BIL) o hEREANEEREEE ZBIET
EAEEMED - RIEEEELEB IS ERGE
BB E 2 BERSEEL ZTEER A%
E 28 EWMER20144F k2013412 A31H
ZREESARE

REBE2014F12 A1 BIEFE - IREWEFRR
EE 2 $ WA RS5278,000% T (2013 4F ¢
5,241,000/ 7t ) * T & Bl ] X /£4.4% (2013
F:37%) - WEWMENH M EINREE
X 49512,0008 7L (20134F « THEIL)) M A
4,766,00075 7T (2013 FF © 435,241,000 7T) °

EEAMENREERS

The investment properties represent the buildings related to
phase one, phase two and phase three of the Yunxiao
properties.

The above investment properties are depreciated on a straight
line basis over the lease term.

As at 31 December 2014, investment properties with a
carrying amount of approximately HK$134,612,000 (2013:
HK$141,323,000) have been pledged to secure bank
borrowings. (Note 30)

The fair value of the Group’s investment properties at 31
December 2014 was approximately HK$161,311,000 (2013:
HK$146,463,000). The valuation was performed by
independent qualified valuers not connected with the Group.
Based on the result of management’s assessment by making
reference to the valuation report issued by the independent
qualified valuers, there is no impairment on the carrying
amount of the Group’s investment properties as at 31
December 2014 and 2013.

During the year ended 31 December 2014, rental income of
HK$5,278,000 (2013: HK$5,241,000) and rental yield of 4.4%
(2013: 3.7%) were generated from the investment properties.
The rental income from investment properties less direct
outgoings of approximately HK$512,000 (2013: HK$ Nil)
amounted to approximately HK$4,766,000 (2013:
approximately HK$5,241,000).

The carrying amounts of investment properties shown above
comprise:

2014 2013

FET FAT

HK$’000 HK$'000

ERE - BIEREREE In the PRC, held on:

FERTRA Medium term lease 134,612 141,323
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19. BLEE
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19. Intangible Assets

B ==t FETE
Technical Club Development
know-how  membership costs Total
THT BT THT THL
HK$'000 HK$'000 HK$'000 HK$'000
B COST
H2013F1 /18 As at 1 January 2013,
2013F12A318 31 December 2013,
014F1 718 1 January 2014 and
R2014F12A31R 31 December 2014 3687 80 9,092 12,859
R BERAE Accumulated amortisation
and impairment
R2013F1A18 Asat 1 January 2013,
2013F12A318 31 December 2013,
014F1818 1 January 2014 and
R2014F12 /318 31 December 2014 3687 - 9,092 12,779
RAFE Net carrying values
120145125 31H As at 31 December 2014 - 80 - 80
R2013F12 4318 As at 31 December 2013 - 80 - 80
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20. RIEHE

20. Mining Rights

2014 FF R

A Cost

#2013F1A1H As at 1 January 2013 593,931

[ 5 % Exchange alignment 17,763
R2013F 12 A31 AKX 20141 A1H  Asat 31 December 2013 and 1 January 2014 611,694
[E 5 % Exchange alignment (14,946)
#2014512831H As at 31 December 2014 596,748
Bt EEREE Accumulated amortisation and impairment

R2013F1A1H As at 1 January 2013 22,072
FNITE Charge for the year 12,401

[& 5 % Exchange alignment 943
R2013F 12 A31 AKX 20141 A1H  Asat 31 December 2013 and 1 January 2014 35,416
ERFTE Charge for the year 12,816
(B Exchange alignment (982)
R2014F12A31H As at 31 December 2014 47,250
REFE Net carrying values

H2014512531H As at 31 December 2014 549,498
R2013F 12 A31H As at 31 December 2013 576,278

HERRDET&HE R HNEROERT R
EMEAUT 2 BEREOMIARIERE - MM
BERFEEHOCREE MROFERE -

The balance represents two mining rights, the Serpentine
mine located in Donghai County of Jiangsu Province, the PRC
and the dolomite mine located in Baishan City of Jilin Province,
the PRC, which are amortised by the production quantity over
the ore reserve.

R2014F12 A31 H » Bk M {8 4 491,689,000
77T (20134 1 515,314,000/ 70) 2 IRTE#ED
YERIRITIEE 2T o (H7E30)

As at 31 December 2014, mining rights with a carrying
amount of approximately HK$491,689,000 (2013:
HK$515,314,000) have been pledged to secure bank
borrowings. (Note 30)
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21. RBARZREREWKE QAR

B
(a) RMBRARAZRE

21. Investments in and Amounts due from

Subsidiaries
(@) Investments in Subsidiaries

NN
The Company

2014 2013
FHT FHT

A - mRAE
e

HK$’000 HK$'000

Investments, at cost:

Unlisted share capital 2,108 2,108

R2014%F12 A31H » AEBE T EH

BARZFENT

AMAIEER
EARBER
Place of
incorporation
and kind of
legal entity

IERE

L E
activities and
place of
operation

Particulars of the Group’s principal subsidiaries as at 31
December 2014 are as follow:

ERARG

AREMRARZHE AARENERRIL RS HANRRRILA
Particulars of

issued share/ Proportion of ownership

paid up interest held Proportion of
registered capital by the Company voting power held
B
Directly Indirectly

ATRZ S BEES HE BRALLT
BRAR The PRC, mted

Baishan City Tianan Magnesium  fiabiity company
Resources Company Limited

ueslp e 18011 &5 BRERLA
BRAT Hong Kong, imited
Century Sunshine liability company
Ecological Technology
Limited
R (FM) £ HE BREAAA
HEERAR The PRC, limited
Century Sunshine liability company
(Zhangzhou)
Ecological
Technology Limited

TEREHRERERAR  BE BREMAA
China Rare Earth Magnesium ~ Hong Kong, limited
Technology Holdings Limited ~ fiability company

148

REREREE
SEREEEER

Manufacturing and sale
of magnesium-related
products in the PRC

REBRERR
Investment holding in
Hong Kong

RERERR
Investment holding
inthe PRC

Investment holding
inHong Kong

2014 2013 2014 2014

AR RERRE - - 182% 8%  18.2% 78.2%
AB#180332,0007

Registered and
paid up capital of
RMB180,332,000

100082 B - - 100%  100%  100%  100%
BREE1007%T

1,000 ordinary shares
of HK$1.00 each

AR RGREE - - 100%  100%  100%  100%
30,000,007
Registered and
paid up capital
HK$30,000,000

10310/ =RK = - 182% 782% 182%  782%
BhEE1ET

10,310 ordinary shares

of HKS1 each
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HERALBER
EARRER
Place of
incorporation
and kind of
legal entity

THREENRREARAA

Jiangsu Azureblue The PRC, limited
Technology Development fiabilty company
Company Limited

TEERILTERAA TEBREEAT

Jiangsu Longteng Petrochemical - The PRC, limited

HE BRALLA

TERH
HEznk
Principal
activities and
place of
operation

ROESEREE
BEa(R)EEHE
EEREEH

Menufacturing and sale of
compound and organic
fertisers in the PRC

RYBEARER
I FRREE

(b)

Limited liabity company Processing, exploration
and sales of
serpentine in the PRC

- ARRRER RERRARR
Ming Xin Developments Limited ~~ EREEAT Investment holding
(note 2) Brtish Virgin Islandss, imited i Hong Kong

liabilty company
M -

(1) RWEHR GEMNBAREERNEE
T AR 2 BT SF o

(2 REZE2014%12 A31 BILEE MK
ST o

LRI EFRRUFEXAREATEIRE
RAEEFEEERBOHAARRATERREL
Al BEERRFATIEMHMBATNEREGER
TEBRITE °

b - AR TEBERE R R E AN BEE
HERE 12 BRI R TG - B
RA - AEMBANENLETHSERES
RHOIEERER + i - AL R AN
BAFBBAAER -

FE L B 18 22 R SR IR
AR A R BB R R AR - % B IR
ERUE]

BRTRE

HREMRAHE

ARFRENERRL AR BRNRFRILA

Particulars of

issued share/
paid up
registered capital

EMREREE = -

Proportion of ownership
interest held
by the Company

Proportion of
voting power held

;3
Indirectly
2014 PAIR 2014 213 2014 213

Directly

91.9%  832% 91.9%  832%

AR 10000000070
Registered and

paid up capital of

RMB100,000,000

RS REA o -

91.8%  913% 91.3%  913%

AR%14,160,00070
Registered and

paid up capital of

RMB14,160,000

100RERR - - 100% - 100% -
ShEE1ET

100 ordinary shares
of USS1 each

(b)

F-86

notes:

(1) None of the subsidiaries had any debt securities issued
outstanding at the end of the reporting period.

) Incorporated during the year ended 31 December 2014.

The above table lists the principal subsidiaries of the Company
which, in the opinion of the directors, principal affected the
results for the year materially or formed a substantial portion of
the net assets of the Group. To give details of other
subsidiaries, in the opinion of the directors, would result in
particulars of excessive length.

In addition, the directors of the Company made an assessment
as at the date of initial application of HKFRS 12 and at the end
of the reporting period. In the opinion of the directors, there is
no subsidiary that have non-controlling interests individually
that are material to the Group and therefore no information is
disclosed for these non-wholly owned subsidiaries.

Amounts due from Subsidiaries

The amounts due from subsidiaries are unsecured, non-

interest bearing and recoverable on demand.
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22, AHHBERE

23.

150

22. Available-for-sale Investment

2014

FHET
HK$’000

2013
TAT

HK$’000

EiRE Listed investments

—BMz ETRRAE S - Equity securities listed in Australia,
RAFE () at fair value (note) 30,391 142,453

FLEREMONA Analysed for reporting purposes as:
MENEE Current assets 30,391 142,453
IERBEE Non-current assets - _
30,391 142,453

B EE - note:

A ERAEARENENZ EMESRA - A%
@555 TTG Fintech Limited ([TTG ) 14,744,000 % %
o AREERBE)ILEB2011F12ARABTIG

2 Ik

EREAEFERELATVENZEERTSZEAE

i EE

HZE2014F12 A1 BILFE - SATHEEREZ
B85 %8 49112,062,000 78 7T (2013 4F : Wz FREAX)
18,867,000/ 7T) E R E 2 (Fsz ), AN

TEE-

°

Available-for-sale investment represents the Group’s investment in
listed securities in Australia. The Group held 14,744,000 shares of
TTG Fintech Limited (“TTG”). Mr. Yang Yuchuan, director of the

Company, is a non-executive director of TTG since December 2011.

Fair values of the investments in listed equity securities are determined
by reference to bid prices quoted in active markets.

For the year ended 31 December 2014, the net loss arising on
revaluation of available-for-sale investment recognised in other
comprehensive (expenses)/income amounted to approximately
HK$112,062,000 (2013: net gain of approximately HK$18,867,000).

7E 23. Inventories

2014 2013

FHERT BT

HK$’000 HK$'000

ER Raw materials 95,391 50,173
TR Work in progress 1,524 3,653
B M Finished goods 84,485 39,341
181,400 93,167
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24. SR EMEWFIE  BENXIERIE 24. Trade and Other Receivables,
& Prepayments and Deposits

AEE PN
The Group The Company

2014 2013 2014 2013

FHET FET FTHET THET
HK$000 HK$000 HK$000 HK$000

JEWE 5308 Trade receivables 314,934 228,618 - -
el =i Bills receivables 28,641 37,657 - -
FENFIERIES Prepayments and deposits 30,619 27,952 1,091 799
E At FEUGRIE Other receivables 7,310 7,223 37 -

TR B FE g 2 Deposits placed with
ZR financial institutions 2,275 1,465 44 56
383,779 302,915 1,172 855

B 3T notes:

(@)  M2014F12 8310 - EURFEE#) 28,641,000 (@  Asat 31 December 2014, bills receivables of approximately
7 70 (20134 : 37,657,0005%8 7T ) #§ FA ) & HA HK$28,641,000 (2013: HK$37,657,000) will be matured within
KNME A (20134 - <A A ) AEIE - FTE & six months (2013: six months) after the end of the reporting
WERBIGANRIERHE - period. Al the bills receivables are denominated in RMB.

(b) R2014F12A31 8 - HMERHIEBEEZRIE ()  As at 31 December 2014, other receivables mainly comprised
P B )R] Uk [ 32 (E R 40 731,448,000 7T (2013 of value-added tax recoverable in the PRC of approximately
£ 1,509,000 7T) ° HK$1,448,000 (2013: HK$1,509,000).

M20146F12 A31 B » &L ERFEATD As at 31 December 2014, none of the other receivables are
B ZBRE © (20134 « L) past due and impaired. (2013: HK Nil)
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B 5 RO - TN 0R B e ) TS
S

Trade and other receivables, prepayments and deposits were
denominated in the following currencies:

rEH AT
The Group The Company

2014 2013 2014 2013

TET BIT FET TAT

HK$’000 HK$'000 HK$’000 HK$’000

AR RMB 377,749 301,476 - -
BT HK$ 6,030 1,439 1,172 855
383,779 302,915 1,172 855

BR2014F12 A31H » AEBEEWE FHER
BRER DT (IRBZAMEIN AT ¢

As at 31 December 2014, the ageing analysis of the trade
receivables of the Group presented based on the invoice date
was as follows:

2014 2013
FHT FHT

HK$’000 HK$'000

30 AR Within 30 days 142,784 107,063
31ZE60H 31 to 60 days 87,955 92,143
61%E90H 61 to 90 days 64,703 22,546
#23iB90 B Over 90 days 19,492 6,866
314,934 228,618

AEBGKTESEFLPZEEN M THIB180
H (20134 : T 1180 H) °

I 38 A S ORUE MY B 5 I MRS I RS R 4
REHOTRERNEP - EMHBERBENE
SRR T B —H BN B E R R 508k
MEREFER AREEERUBEENEE
RERDABRAATEWE - RIBBERL
% EEER/ULELERZSLEBIELRE
Bl - ARERESZ SRS AR o

RE E2014F K2013F 12831 B L F & -
WiV LR B o

152

The Group allows a credit period normally not more than 180
days (2013: not more than 180 days) to its trade customers.

Trade receivables that were neither past due nor impaired
related to a wide range of customers for whom there was no
recent history of default. Trade receivables that were past due
but not impaired related to a number of customers that have a
good track record with the Group. Based on past experience,
the management believes that no impairment allowance is
necessary in respect of these balances as there has not been
a significant change in credit quality and the balance are still
considered fully recoverable. The Group does not hold any
collateral over these balances.

During the years ended 31 December 2014 and 2013, no
provision for impairment was made.
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BEBRRECE S ERFIERRSTET - Ageing analysis of trade receivables which are past due but
not impaired:
ER L BHBEREE
BXRRE 90ANA  91Z180H 181Z365H
Neither past
due nor Past due but not impaired
Total impaired <90 days 91-180 days 181-365 days
BT BT BT TET BT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2014 314,934 295,442 14,712 1,953 2,827
2013 228,618 221,752 - 5,434 1,432
RETESEWRIENIWEIRER  KEH In determining the recoverability of trade receivables, the
EZEAEABEHEERSEEEREMERIE Group considers any change in credit quality of the trade
HE 5B RENEEEEZR20HRE receivable from the date credit was initially granted up to the
o MNEBEEEMEAAMERE  WE=EE end of the reporting period. The concentration of credit risk is
BEEFREAMR - limited due to the customer base being large and unrelated.
25. BHEEERE 25. Investments Held for Trading
2014 2013
FET FA&T
HK$’000 HK$’000
R ETRAES - Listed equity securities in the PRC,
BAFE at fair value 9,900 7,387
AEEDZEMBAREANBEE - Fair values are determined with reference to quoted market
bid price.
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26. {TESREE 26. Derivative Financial Assets

FHT
HK$'000

R2013%F1 A1 8 - 20135 As at 1 January 2013, 31 December 2013 and
12A31HK&2014F1 /818 1 January 2014 -
BT E S (PRE 31 (i) Issue of convertible bonds (Note 31(ii)) 304
NEEE Fair value changes 61)
A2014F12A81H As at 31 December 2014 243

27

154

TESREBEENEIRRESAEAFARE
TTEENERE RRERREEITETA
DFERIAERE LR AREARER =X
RIRAEG 8 -

AR ERFEN G AP RRMES KE

BRITFRNAERERBELER

M20145 12 A318 - ISR BA=@EABLD
N — F Z 8 17 17 586,351,000 7T (2013 F :
40,992,000 70) 2B E FFERK1.9EZE2.76
E(2013F : 14EE31E) - BT HFERIUA
R¥EFHE -

H20145F12 A31 B » #HEIRITIF (20135 -
2014412 B 31 B » 8B 1715 74 24,994,000

BIL(2013F : TAL) BIEAREITIEREZE
8 (fF5E30) ©

27.

Derivative financial assets represent the early redemption
option derivatives embedded in convertible bonds which
allows the Group exercise the early redemption rights. The fair
value is measured using the binomial tree model at initial
recognition and at the end of the reporting period.

Details of the convertible bonds were disclosed in Note 31 to
the consolidated financial statements.

Deposits with Banks and Cash and Cash
Equivalents

As at 31 December 2014, the fixed interest rate on deposits
with banks of HK$86,351,000, (2013: HK$40,992,000), with
maturity over three months but less than one year, was
ranging from 1.9% to 2.76% (2013: 1.4% to 3.1%) per
annum. The deposits with banks were denominated in RMB.

As at 31 December 2014, no deposits with banks (2013:
HK$15,372,000) have been pledged to secure bills payables.

As at 31 December 2014, deposits with banks of

approximately HK$24,994,000 (2013: HK$Nil) have been
pledged to secure bank borrowings (Note 30).
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RBESHR RERERRNECEEBREUNTE At the end of the reporting period, cash and cash equivalents
B: comprise of the followings:
rEE A ]
The Group The Company

2014 2013 2014 2013

FET FHT FHT T

HK$’000 HK$'000 HK$’000 HK$’000

EHIRITIF R Short-term bank deposits 513,169 318,969 - -

iR1TI 4 R FEIEEL  Cash at bank and on hand 229,262 62,940 21,288 613

742,431 381,909 21,288 613
RBEEBR - WERTEARZERFER1.47 At the end of the reporting period, the effective interest rate on
[E (20134 : 2.37[8) ; EHFH 2 FHEIHAE short-term bank deposits was 1.47% (2013: 2.37%); these
PR =M@ A (20134F : =f@A) - deposits have an average maturity of less than three months

(2013: three months).

ReRERARSHEERUTERE - Cash and cash equivalents were denominated in the following
currencies:

ArEE RAF
The Group The Company

2014 2013 2014 2013

FHET v FHT FHT

HK$000 HK$000 HK$000 HK$000

AEHE RMB 375,751 376,037 - -

BT HK$ 332,800 5,832 21,258 576

o) Others 33,880 40 30 37

742,431 381,909 21,288 613
BAARETHE RS RERFSERELSP The remittance of cash and cash equivalents denominated in
AXHBBAEEAINEE BIFTRR o RMB out of the PRC is subject to the foreign exchange control

restrictions imposed by the government of the PRC.
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28. ES R HMENFIE 28. Trade and Other Payables
AEH A F]
The Group The Company
2014 2014 2013
TET j FERT FHET
HKS$’000 HK$000  HK$'000
BB S50 Trade payables 135,831 69,197 - -
ARESE Bills payables - 15,372 - -
B IR Receipts in advance 45,368 79,487 - -
fEstzE R EMERS  Accruals and other payables (note)
I () 130,266 45,726 2,047 1,481
311,465 209,782 2,047 1,481
fii5E : R 2014F 12 A31 8 + fERTRIB R EMRER R note: As at 31 December 2014, accruals and other payables
BT ZRIERENE N R EIMER 2 B RE mainly comprised of consideration payable for acquisition of
#)64,984,000 7% 7T (6 & 7 A R # 52,000,000 additional interest of a subsidiary of approximately
JT) (20184 : TH ) - WHEME - KE K& HK$64,984,000 (equivalent to RMB52,000,000) (2013:
5 2 FE 1 3} 18 #912,653,000 74 7T (2013 4F - HK$ Nil), payable for acquisition of property, plant and
2,237,000/ 7T ) A B H 4th & A £ 1 496,855,000 equipment of approximately HK$12,653,000 (2013:
57T (2013 4F : 4,094,000 7T) ° HK$2,237,000) and other tax payable of approximately of

HK$6,855,000 (2013: HK$4,094,000).

M2014F12A31H  AEBENESHRIEY As at 31 December 2014, the ageing analysis of trade
o (ERE[EE5)MT - payables of the Group presented based on the invoice date

was as follows:

2014 2013
FTHET FHIT
HK$’000 HK$’000
30 HIAR Within 30 days 72,395 41,518
31E60H 31 to 60 days 21,691 21,514
61ZE90H 61 to 90 days 36,083 4,878
#BiE90 A Over 90 days 5,662 1,287
135,831 69,197
REEMZIFHEER A B (20134 : 90 The average credit period on purchases of goods is 90 days
H)  NREBERBEU SR EBEEK - LR (2013: 90 days). The Group has financial risk management
FraREMFEMEEERNER - policies in place to ensure that all payables are settled within
the credit timeframe.
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29. HIEEREHN 29. Financial Guarantee Contracts

RAF]

The Compan

2014
THExT
HK$’000

PIRTTRE RS THEB AR Guarantee given to certain subsidiaries for

RAHER banking facilities 81 85
bt BERETEIRMMm Al ge 2 4% - Hep This represents the aggregate amounts that could be required
#9297,097,0007 70(20134F : 114,050,000787T) to be paid if the guarantees were called upon in entirety, of
BRIRITERABA - which approximately HK$297,097,000 (2013: HK$114,050,000)

has been utilised by the bank’s borrowers.

30. f&E& 30. Borrowings

2014 2013
FEx T
HK$’000 HK$'000
RITIEE Bank borrowings 403,673 301,076
HAEE (D) Other borrowings (note b) 191,741 -
595,414 301,076

BE : Borrowings:
—FHURA Within one year 303,696 301,076

—FAEETBBREF More than one year but not exceeding

five years 182,520 -
BBARF More than five years 109,198 -
595,414 301,076
B FERB B & FIE Less: Amounts shown under current liabilities (303,696) (301,076)
291,718 -

BE : Borrowings:
BHER Secured 532,929 301,076
EIEA (fsEc) Unsecured (note c) 62,485 -
595,414 301,076
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LR

(@)

B

M2014F12A31H RITBE B D B &
160,334,000 7T + 139,958,000/ 7T ~ 134,612,000
5 7T~ 491,689,0007% 7T K2 24,994,0007% 7T.(2013
£ 1 165,546,000/ JT * 146,815,000/ JT
141,323,000 7T ~ 515,314,000 7T} Z 4
TOZAREEYE - BE KRR TR -
B - BRI AR AVEHE R o Beoh -
ANF—BERARTREEABRUABR—
K B A 7] 2 #956,237,0007% 7T (20134 :
57,645,000 TC) 5 & °

2014412 A31 8 » #)323,673,000% 7T *
80,000,0003% 7T % 191,741,0007% 7T (2013 4F :
251,076,000 7T, * 50,000,000 7T & Z8 7T)
ZEEDRIUARE - BERETHE R
2014412 A 31 Bz g FHERF % A56.32
E (20134 : 6.26[2) °

K2014F6 7 REBEERERE SR AR ([E
BERARDILERRH - REZEXE
B BRSmARMARE—HEHE AR
25,000,000 7T ( 49191,741,000% 7T ) 2 &
e ZEFRBHBRITAEFSMIEEZF
MEFE - WIREFAEROTBHERAHE
# - BRSMARRHZZERATIEEE
B (OVARAMEHZ BEER - R () EHH i
BERBARAR([HBE] - BIERER)EES
Z 7872 F) 344,868,000 B AR © LESN © AAF]
BEERERER X EAECEBENTEZ
) BB SR ARFRGE R AR Z&IE
FEE - ARBRAEEETETRY  £F
(KR el BERBAE T 25 THBRE -

HZE2014512 A31 H - AEEEEFEEL
62,485,000 70 (2013 4F : T L) AR A A
PEHEAR -

AEEEEZREERATENT :

Borrowings

notes:

As at 31 December 2014, the borrowings were secured by
property, plant and equipment, land use rights, investment
properties, mining rights and deposits with banks of the Group
amounting to approximately HK$160,334,000,
HK$139,958,000, HK$134,612,000, HK$491,689,000 and
HK$24,994,000 (2013: HK$165,546,000, HK$146,815,000,
HK$141,323,000, HK$515,314,000 and HK$NIl) respectively.
In addition, a director of the Company provide personnel
guarantee to a bank for securing a borrowing of a subsidiary
amounting to approximately HK$56,237,000 (2013:
HK$57,645,000).

As at 31 December 2014, the borrowings amounting to
approximately HK$323,673,000, HK$80,000,000 and
HK$191,741,000 (2013: HK$251,076,000, HK$50,000,000
and HK$Nil) were denominated in RMB, HK$ and US$
respectively. The weighted average effective interest rate at 31
December 2014 was 5.32% (2013: 6.26%).

The Group entered into a loan arrangement with International
Finance Corporation (“IFC”) in May 2014. Pursuant to the loan
arrangement, IFC had granted a loan of US$25,000,000
(approximately HK$191,741,000) to a subsidiary of the
Company. The loan bears interest at LIBOR plus 3.5% per
annum and the amounts due are based on the scheduled
repayment dates set out in the loan. The loan granted by IFC
was secured by (i) corporate guarantee given by the Company;
and (ii) pledges of 344,868,000 shares in the Company, as
owned by Alpha Sino International Limited (“Alpha Sino”), the
controlling shareholder. In addition, Mr. Chi Wen Fu, a director
and controlling shareholder of the Company (through his
interest in Alpha Sino), has given an undertaking to IFC to
maintain a minimum level of shareholding in the Company. The
Company and the Group are complied with certain covenants,
including, among other things, certain financial covenants,
under the loan arrangement.

The unsecured borrowings of approximately HK$62,485,000
(2013: HK$ Nil) of the Group are guaranteed by the Company
as at 31 December 2014.

The carrying amount and fair value of the Group’s borrowings

are as follows:

AYE
Fair value
2013 2014
TER
HK$’000

HREE
Carrying amount
2014
TER T
HK$’000 HK$'000

HK$'000

595,414 301,076 595,414 301,076
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31. AIRRES
ARREFEESN REBEAT -

M2013%1A18 »
20183 12 A31A K

2014 FF R

31. Convertible Bonds
The carrying values of the liability component of the convertible
bonds are as follows:

AR ES 1
Convertible
Bonds 1

AR ES 2
Convertible
Bonds 2
FAT
HK$'000

Total
FAT
HK$'000

BT

HK$’000

As at 1 January 2013, 31 December
2013 and 1 January 2014

2014%1 A1 H - - -
TR RE S (P ) Issue of convertible bonds (notes) 110,664 167,861 278,525
EREERSMA% Imputed interest expense charged 9,181 13,976 23,157
BAFE Interest paid (2,652) (4,150) (6,802)
A2014512831H As at 31 December 2014 117,193 177,687 294,880

B

U

R2014F6A27H KRR BITRAEER
115,000,000 7% 7T 2 AT 2 AR & % ([ AT H2AR B 5
1) AIREUIR € o A[RREH IR 45E 2 FF
R B - BEFIN R - ATRREHFFBEA
BRREBRE120BTEATRRESERA
fRf7 o AIHRARIE SR 1 2 BIEA B A 84T B Hie st
m—EZAH -

R AR E 1 R A E B AT E AT B R AT
7 o AR ES I BN IS REER - AR
ABECARES -

A ER e mIERY - AE RESE
B - AESBHAERRBDARE  RAEERF
BORRBHRATER - ERA AR T
BEDERESRD

{E

D16 e R A 2 BIRF A FE /5 15.66

o

°

>

Ean B0 A M el [ AT E S R P 2

°

il

notes:

F-96

On 27 June 2014, the Company issued convertible bonds
(“Convertible Bonds 1”) with the principal amount of
HK$115,000,000 for cash. The convertible bonds bear an
interest of 4.5% per annum payable in arrear semi-annually.
The convertible bonds entitle the holder to convert to shares at
a conversion price of HK$1.20. The maturity date of the
Convertible Bonds 1 is the date faling 1 year from the date of
issue.

Conversion may occur at any time before maturity date of the
Convertible Bonds 1. The Company will redeem the convertible
bonds if the bonds have not been converted on maturity date.

The Convertible Bonds 1 contains two components: liability
component and equity component. The liability component is
classified as current liabilities and carried at amortised costs
using effective interest method. The residual value after
recognising the liability component is classified as equity
component.

The effective interest rate of the liability component on initial
recognition is 15.66% per annum.

The equity component is presented in equity heading
“convertible bonds equity reserve”.
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LR

B

notes:

(ii) M201466R27H ARG ETAESEA (ii) On 27 June 2014, the Company issued convertible bonds

180,000,0003% 7T AT i & 35 ([ A R AR (B 5
2N AVEEER E - AIRRESIRASEZFH
RHE - BFEIN—R - TRBEFFEA
BREEHREI0E KT RREFERE
Bty o AT ESF 2 2 BIH A R A T ARES
2ETRMEAMMEREMZ A (THR]) - 7T
BEF 2B ARAMSOARMARAFEHESL
EEBAE - ATHEEA G HR &% — HRTE
"E—F-

AR E 2 A A EI ) B AT E A R T
o AR ES L ENEI S R EER - AR
AMEEARMES  IRARBREESTA
2GR MG T (R 0 [ R T AR ) -

AR ESZ BB MERD - STESREAES
o (Mis2e) - FTAESRAESD - BED
RigEzsaity - AESBNOERERDEE - K
BB SIARE R AT - JRATE MR
ROERTESREE - TREREDERIT
SERERAE - BERTRERR RARSHR
ER-EA R EERAHEZ ATELER
THTT o NBREES BEARRBN - YRER
[ EF R P25 -

BERB DR IG R 2 ERFHNER1672
E o

(“Convertible Bonds 2”) with the principal amount of
HK$180,000,000 for cash. The convertible bonds bear an
interest of 4.5% per annum payable in arrear semi-annually.
The convertible bonds entitle the holder to convert to shares at
a conversion price of HK$1.20. The maturity date of the
Convertible Bonds 2 is two years commencing from the date
of issue of the Convertible Bonds 2 (the “Term”). The maturity
date shall, upon prior notice in writing by the holder(s) of the
Convertible Bonds 2 to the Company thirty days in advance,
be extended for another one year from the last day of the
Term.

Conversion may occur at any time before maturity date of the
Convertible Bonds 2. The Company will redeem the convertible
bonds if the bonds have not been converted on maturity date
or redeem when the Company exercises the redemption rights
as pursuant to the terms and conditions of the bond
instrument.

The Convertible Bonds 2 contains four components: derivative
financial assets component (Note 26), derivative financial liability
component, liability component and equity component. The
liability component is classified as non-current liabilities and
carried at amortised costs using effective interest method. The
early redemption option is classified as derivative financial
assets. The extension option is classified as derivative financial
liabilities and its fair value measured using Binomial Option
Pricing Model at initial recognition and at the end of the
reporting period were both equal to HK$NIl. The residual value
is classified as equity component and presented in equity
heading “convertible bonds equity reserve”.

The effective interest rate of the liability component on initial
recognition is 15.72% per annum.
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32. EEWA

33.

C B A R R BUR R

Government grants received related to assets

32. Deferred Revenue

2014 2013
TAT

HK$'000

TERT
HK$’000

70,333 24,980

RIPESBSHEZER  AUTAR S EEE
EHRA RN 20124 BB BT 2 — 10 1
# o RIEZME  BEHBFREABLTALR
EBEBERRATREABEN(EBD A
REELEEMBERESYE  BELRENE

2k
BE °

HE2014F12 A BIEFE - AEBWEE
19 & Bh #) 546,387,000 7L (HHE R AR
36,780,0007T) (2013 4F : 24,980,000% 7t (7
ERARK19,500,0007T)) °

FT & Bh Sk 7 FE MR IR » #1146 FE R A MR AE U
AREBRARTE LR BZATHEER
ERAFRNERRER -

IEERE
FRREA M BRR R R ZBTHIR RGN
HPRE D RE BB I -

33

In order to encourage the development of magnesium
industry, Baishan City Tianan Magnesium Resources Co.,
Limited entered into an agreement with the local government
in 2012. Pursuant to the agreement, the local government
agree to provide financial assistance (the “Assistance”) to
Baishan City Tianan Magnesium Resources Company Limited
to improve their production technology and enhance the
capacity of the property, plant and equipment.

During the year ended 31 December 2014, the Group has
received part of the Assistance of HK$46,387,000 (equivalent
to RMB36,780,000) (2013: approximately HK$24,980,000
(equivalent to RMB19,500,000)).

The Assistance received or which becomes receivables is
initially recognised as deferred revenue and subsequently
recognised in profit or loss over the life of a depreciable asset
by way of as a reduced depreciation charge expense.

Deferred Taxation
The components of deferred tax balances recognised in the

consolidated statement of financial position and the

movements during the year are as follows:

BELEHEAE Deferred Tax Liabilities
THERE ¥ BERRE
Property, plant
Mining rights Land use rights and equipment Total
2014 2013 2014 2013 2014 2013 2014 2013
TR THT TR TEn B TR TAL
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
®1A1E Asat 1 January 112,873 112018 17,624 17,504 955 1,199 131,452 130,721
FAFRERR Credted to the consolidated
EtRERER statement of profit or loss and
other comprehensive income (2,439) (2,433 (397) (394) (397) (274) (3,233) (3,106)
Exam Exchange alignment (2,735) 3293 (427) 514 (20) 30 (3,182) 3837
#M2A318 As at 31 December 107,699 112873 16,800 17,624 538 955 125,037 131452
161
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34. A& 34. Share Capital
R EE
Number of
shares
TFhx
‘000

[
Share
capital

Bt
notes

Authorised:
As at 1 January 2013,
31 December 2013,
1 January 2014 and
31 December 2014

EE
R2013F1 A1 8 -
2013412 A31 8 »
2014F1B1B R
2014412 A31 8 :

FREE2E LY Ordinary shares of HK$0.02 each
LmAR (T 1) (the “Shares”) 5,000,000 100,000
ERTRHE Issued and fully paid:
H2013F1A1H As at 1 January 2013 2,544,343 60,683
B S5 BIBTT 2 IR 1D Issue of shares upon scrip dividend
scheme 36,273 726
TT{ERBARAER T 2 EBR Issue of ordinary shares upon exercise of
share options 20,055 401
HR2013F 12 A31 B K As at 31 December 2013 and
201441 811 1 January 2014 2,600,671 61,810
i e il Allotment of ordinary shares @ 155,077 3,102
RUARRR ST &7 2 R 19 Issue of shares upon scrip dividend
scheme (b) 63,546 1,271
TTERERAE LR IT 2 EBR Issue of ordinary shares upon exercise of
share options (@] 86,345 1,727
A2014F12A81H As at 31 December 2014 2,905,639 67,910
Bt &E - notes:
@ 201441 F28H  AATHEERSEAT (@) On 28 January 2014, the Company entered into a subscription

162

I RE R (REHR) - BHRBEECR
2014F2 A24 MK - RERBEHZE - AR
Bl A& R075H Tz B K BT A H
155,077,000 BRI 0.02 % 7T 2 3@

RAFRIER 201445 523 A A2 AR
BEHE - 4T R ESE2013F R ER B A LR
LR S - ER20144%6 A27 B AER0.7
5 JT B 1T & 5 BL 63,545,669 B B 17 © %15
HEBTZRNDZERSERN - FEF2HE
ARIA201445 A 23 AEHh 2 BIH -

REZE2014F12 A31 BIEFER - ARENR
IEFHITEBEROMABITEITRIES
$£86,345,000 A 17 © FHIEELBIMIFFEST -

F-99

agreement (the Subscription Agreement) with IFC. On 24
February 2014, the subscription was completed. Pursuant to
the Subscription Agreement, the Company issued at a total of
155,077,000 ordinary shares with par value of HK$0.02 each
at a price of HK$0.75 each.

On 27 June 2014, the Company issued and allotted
63,545,669 shares at HK$0.7 per share to the shareholders
who elected to receive shares in the Company in lieu of cash
for the 2013 final dividends pursuant to the scrip dividend
scheme announced by the Company on 23 May 2014. The
new shares rank pari passu in all respects with the existing
shares. For more detail, please refer to the circular of the
Company dated 23 May 2014.

During the year ended 31 December 2014, the Company
issued and allotted an aggregate of 86,345,000 shares at a
weighted average exercise price HK$0.54 per share. For more
details, please refer to Note 37.
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35. f#fE 35. Reserves
AEH The Group
AEERAEERBAEFEZFESBERED The amounts of the Group’s reserves and the movements
ERRAEEEBRES] - therein for the current and prior years are presented in the

consolidated statement of changes in equity.

¥ N The Company
EARE  UERES
RHEE G B BRERE
Capital  Convertible Share
Share  redemption bond option Retained
premium reserve reserve reserve earnings
- - Tt T
HK$'000 HK$'000
201351 A1A Asat 1 January 2013 60,683 733752 3499 - 1819 4290 804,043
FERET Profit for the year - - - - - 40,716 40,716
FREHZERA Other comprehensive income for the year - - - - - _ _
FREARNES Total comprehensive income for the year - - - - - 40716 40716
BRRERE Final dividend paid 726 (4,589) - - - - (3,869)
IPEREGTTZEEE  lssue of ordinary shares upon exercise of
share options 401 10,069 - - (443) - 10,027
REEERHITFIZS Equity setfled share-hased transactions - - - - 4760 - 4760
#2013512A31 AR As at 31 December 2013 and
201451518 1 January 2014 61,810 739,232 3,499 - 6,136 45,006 855,683
FREH Proft for the year - - - - - 3461 3461
FREHZERA Other comprehensive income for the year - - - - - _ _
FNEERNEE Total comprehensive income for the year - - - - - 3,461 3461
[ Alotment of ordinary shares 3,102 113,206 - - - - 116,308
BRUERE Share option lapsed - - - - (50) 50 -
BUakES Issue of convertible bonds - - - 16,779 - - 16,779
BRRERE Final dividend paid 1,271 (12,990) - - - - (11,719)
IEREGTTZEEE  lssue of ordinary shares upon exercise of
share options 1,721 47,7141 - - (2,516) - 46,952
RiEEERHNFZRS Equity setfled share-hased transactions - - - - 2,082 - 2,082
R2014512A318 As at 31 December 2014 67,910 887,189 3,499 16,779 5,652 48517 1,029,546
163
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36.

37.

164

RDTFHEE NS FREF

B E2014F12A31B L FE KD A
B A FEAE % F 4 A3,461,00078 7T (2013 4 -
40,716,000 7T) * ERAR B HMETIERE ©

R

2008412 A3 A + AN A] AR 5 Bt BE A% e
FTEI([5ZsT81)) - IRIRZETE - ARRAEE
BRETAEEESFNES AEENEMYK
BHRA - DEE - DRE - HIERE - REGHE
B RE BEPFREBEBH(EERS2H
&) UREARARBKRS -

BRETREE2EDEETNRE - 17EX
HATE AR R E L - AR R R
A 7R B AT B A () EL b IR SR R R AR T —
B o

RBETFERATERSE : () RONBERE
RERHNEZMEARERMINEIRZK
B ()RR ERBEERZ A A ER
SZANBR e R RERMAINEZRZFH
18 5 R iii) i 2 E{E © AEREWERE S HEE
BEENRSEE LB ERRE -

BREENAER2EEGERERLI ISR
R ZITEBADN AR EIRTS T AT o

36.

37.

Profit for the Year Attributable to Owners
of the Company

The profit attributable to owners of the Company for the year
ended 31 December 2014 which has been dealt with in the
financial statements of the Company amounted to
approximately HK$3,461,000 (2013: HK$40,716,000).

Share Options

On 3 December 2008, a share option scheme (the “Scheme”)
was approved by the shareholders of the Company. Under
the Scheme, the Company may grant options to the directors
or employees of the Group, consultant or adviser, distributor,
contractor, supplier, service provider, agent, customer and
business partner of the Group (the “Eligible Participant”) to
subscribe for shares in the Company.

Options may be granted on such terms and conditions in
relation to their vesting, exercise or otherwise as the directors
may determine in its absolute discretion, provided that such
terms and conditions shall not be inconsistent with any other
terms conditions of the Scheme.

The subscription price is not less than the highest of (j) the
closing price of the shares on Main Boards stated in the Stock
Exchange’s daily quotation sheet on the date of offer of the
option; (i) the average prices of the shares on Main Board as
stated in the Stock Exchange’s daily quotation sheets for the
five trading days immediately preceding the date of offer of the
option; and (jii) the nominal value of the shares. The Group has
no legal or constructive obligation to repurchase or settle the
options in cash.

The share options are exercisable only if the Eligible

Participants remain in the service of the Group from the grant
date of the share options up to the designated exercise date.
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R2014F 12 31 H @ sHEIB TN M AKRITEZRE
% 4 & £ 7] 2 151,100,000 % % 17 ([ 88 A%

2014 FF R

As at 31 December 2014, options to subscribe for a total of
151,100,000 Shares (the “Share Options”) were outstanding

#]) - under the Scheme.
20135
R2013% 12A318K 12014 F
1818 FRR FRTHR #2014 FRRH FRTR FRER 12A318
BE ZBRE ZBRE 181885 ZBRE ZBRE ZHBRE 2]
Held at
Options Options 31 December Options Options Options
Held at granted exercised 2013 and granted exercised lapsed Held at
1 January during during 1 January during during during 31 December Exercise
2013 the year the year 2014 the year the year the year 2014 price
57
HKS
W B
Employees 150,500,000 - (15,055,000) 135,445,000 - (67,745,000) - 67,700,000 05 (@
- 40,000,000 - 40,000,000 - (12,600,000) - 21,400,000 08
B &%
Directors
BXE 20,000,000 - - 20,000,000 - - - 20,000,000 05 ()
ChiWen Fu
ot 15,000,000 - (3,000,000) 12,000,000 - (3,000,000) - 9,000,000 05 (@
Shum Sai Chit
BES 15,000,000 - - 15,000,000 - - - 15,000,000 05 ()
ChiBiFen
R 5,000,000 - - 5,000,000 - (2,000,000) - 3,000,000 05 @
Guo Mengyong
B 5,000,000 - - 5,000,000 - - - 5,000,000 05 (9
Kwong Ping Man
BR%E 5,000,000 - (2,000,000) 3,000,000 - - (3,000,000) - 05 ()
Liu Hoi Keung
wi 5,000,000 - - 5,000,000 - (1,000,000) - 4,000,000 05
Sheng Hong
220,500,000 - (20,055,000) 200,445,000 - (73,745,000 (3,000,000) 123,700,000 05 (@
- 40,000,000 - 40,000,000 - (12,600,000) - 27,400,000 08
165
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RB|EBRR MARITEBREFATERA

B TERRITEE -

Share options outstanding at the end of the reporting period

have the following expiry date, exercise period and exercise

prices.
B IR 2 Bl == BRITEE BRERE
Exercise
Type of Share prices Number of
Options Expiry date Exercise period per Share Share Options
2014 2013
BT T TFhx
HK$ ’000 ‘000
%R 2014910 A31H H2012F 11 A1 HERE 0.5 - 51,000
2014410 A 31 H
Type A 31 October 2014 From 1 November 2012 to
31 October 2014
ZKa 20154 10A31H B20124F 11 A1 BiRE 05 26,000 31,000
2015410 A 31 H
Type B 31 October 2015 From 1 November 2012 to
31 October 2015
AEE 2017%12 A30R B2012611 A1 BRRE 0.5 91,700 112,445
2017412 A30H
Type C 30 December 2017 From 1 November 2012 to
30 December 2017
201712 A30H B2016F 11 A1 BEE 0.5 6,000 6,000
2017412 A30H
30 December 2017 From 1 November 2016 to
30 December 2017
T8 2015 10 A31 H B2013F 11 A1 BEE 0.8 15,000 25,000
2015 10 A31 H
Type D 31 October 2015 From 1 November 2013 to
31 October 2015
AR 2018412 A31H B20134F 11 A1 BiRE 0.8 12,400 15,000
2018 12 A31 H
Type E 31 December 2018  From 1 November 2013 to
31 December 2018
151,100 240,445
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HE2011F12A31ALFE  BHEOERE
EAMNE — STRNMAEEERAEE - @&
AZAEEANEZFEER RN L B BN
M E0217 B T (BB M DI EEL A
B) . B TEE EHARERREERE
39.20% £66.37% * FEERBFE0.33% %
1.08% * #11 Z 6 FIEFHIEMRIEGFHI R 1.43% K
B o 1R TE AR (B B AR R 2= i st 8 K
&+ JhiR#R 2006 7 A 31 HZE2011F 12 A
BIEMEBEREORTHMTERL - #HE
2014512 A31 A Ik F [ - #596,000/%8 7T
(20134 : 1,047,000 7T) Bt A& BH &
Hip 2 EMRERA

HE2013F 12 A1 ALLFE - BERERE
AFEFERAMNE — SFRAAETEEAE
TE  #9/5,830,0007 T - I A HEERD
BEERZAREL AENRE80E (B
BROD TR BIELARE) - LlfTEE -
TEHRR I8 N T 42.06% & 52.22% * F[E EER
FE0.11% £ 0.58% ~ #91.6 E5.2 F B EMR
EFHR2.47% K E R o IZTBEAN(E B3R EZ
ElREMmatERKIE - TR K H2007F9 A
25AZE20134 3 A 19RM S AREN KD
MatEBE - HE2014F12 A1 ALFE -
#91,486,0007% 7T (20134 : 3,713,000/ JT )
BitAfREBRREMEEREERA -

H EZ2014F12A318 Lt FEHHE &
2,082,000 7T (2013 4F : 4,760,000 7T ) LAR%
DAERZAFAS AGEBEREMEEK

The options granted during the year ended 31 December
2011 determined using the Black-Scholes valuation model.
The significant inputs into the model were share price of
HK$0.217, at the grant date and adjusted for the effect of the
share subdivision, exercise price shown above, standard
deviation of expected share price return of 39.20% to 66.37%,
annual risk-free interest rate of 0.33% to 1.08%, expected life
of options of approximately 1 to 6 years and dividend payout
ratio of 1.43%. The volatility measured at the standard
deviation of expected share price returns is based on
statistical analysis of daily share prices from 31 July 2006 to
31 December 2011. During the year ended 31 December
2014, approximately HK$596,000 (2013: HK$1,047,000)
were charged to the consolidated statement of profit or loss
and other comprehensive income.

The fair value of options granted during the year ended 31
December 2013 determined using the Black-Scholes
valuation model was approximately HK$5,830,000. The
significant inputs into the model were share price of HK$0.80,
at the grant date and adjusted for the effect of the share
subdivision, exercise price shown above, expected volatility
ranged from 42.05% to 52.22%, annual risk-free interest rate
of 0.11% to 0.58%, expected life of options of approximately
1.6 to 5.2 years and dividend payout ratio of 2.47%. The
volatility measured at the standard deviation of expected share
price returns is based on statistical analysis of daily share
prices from 25 September 2007 to 19 March 2013. During
the year ended 31 December 2014, approximately
HK$1,486,000 (2013: HK$3,713,000) were charged to the
consolidated statement of profit or loss and other
comprehensive income.

During the year ended 31 December 2014, the share-based
payments of approximately HK$2,082,000 (2013:
HK$4,760,000) were charged to the consolidated statement
of profit or loss and other comprehensive income.

167
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38.

168

AR
(a) EFFEIE

38. Commitments

(a)

Capital Commitments

AEE NG|
The Group The Company

2014 2013 2014 2013
FTHET TR FHET FHET
HK$’000 HK$'000 HK$’000 HK$'000

EETAME AR
REMBEE
BBz BRGNS
W - BE REE
ZEARXH

Capital expenditure in
respect of the acquisition of
property, plant and
equipment contracted for
but not provided in the
consolidated financial
statements

88,894 109,990 - -

(b) BEBEWERE
EEBEREBEA

(b)

AEBRBEIIHBEEEHEEESE
BrEkER REHE LAY HE
B2 GRRBOENSBTR -

RBERMR - AERERARBFHHER
BB EEAON T 5 R R H e
N SERSBFRENAT

Operating Lease Commitments

The Group as Lessee

The Group leases various office premises and
warehouses under non-cancellable lease agreements.
The leases have varying terms, escalation clauses and
renewal rights.

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

AEE PN
The Group The Company

2014 2013 2014 2013
FTERT TR FET TAT

HK$000 HK$000 HK$000 HK$000

—FR Within one year 2,937 2,719 - -

F_FEERF In the second to fifth years
(BEERWE) inclusive 2,459 3,623 - -
BBARF Over five years 2,955 3,442 - -
8,351 9,784 - -
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EEBERHEA
AECRKARAMENRR=FORE
BHPE -

REBEHR - AEECDH TR RHKE
HANREBPRIA

The Group as Lessor
All of the investment properties held have committed
tenants for the next three year.

At the end of the reporting period, the Group had
contracted with tenants for the following future minimum
lease payments:

rEE AT
The Group The Company

2014 2013 2014 2013

FHET TAxT FHExT FAT

HK$’000 HK$'000 HK$’000 HK$’000

—FR Within one year 2,887 3,654 - -
F_FEERF In the second to fifth years

(BIEEEMSF) inclusive 1,203 4,193 - -

4,090 7,747 = -

39. EAREALRS 39. Material Related Party Transactions
BRIZEVBHRRSBEEN FARNEEDE Except as disclosed elsewhere in the consolidated financial

TATEEREALRS :

(a) FEEBEAEHE

statements, the Group entered into the following significant
related party transactions during the year.

(@) Key Management Compensation

2014 2013

FHERT FHET

HK$’000 HK$'000

EE(MFE13) Directors (Note 13) 3,906 3,228
HihF2EEAE Other key management personnel:

HehEMEHESRET Salaries and other short-term
employee benefits 1,877 1,792
5,783 5,020

(b) tXEAREEREERSEARELAR
AR B Z R FESIEKFIERE
HERRHB2RMES0 -

(b) Mr. Chi Wen Fu has given an undertaking to IFC to
maintain a minimum level of shareholding in the
Company as collateral of the borrowings as detailed in
Note 30.
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40.

41.

170

FRERS

AR BIRIER 201455 B 23 A A 2 AR
BitEl - R2014F6 A27 A A ER0.70E T
%17 R 9B 63,545,669 B EE0.02/8L.2
MR - 48 FR2013F REMR BIRIZL
B2 IR - ST @mREANRIEA L AR
EETEZERSERN - FHEFL2HARAR
201445 423 B 2K ©

MEAREEEER RS

REZE2014F12 A3 BIEFER - REER
A ZHERBMERZ M E QRSB E
EAGERRBRAR IR EERERARE
FRAE]Z 100% K 8.696% IR ANfEss o A il
XG5 AEBDFEREDIFERER
#927,227,0007% T 1 & > H 4 & B 4
102,305,000 7T °

HE2013F12 A1 HILFE  A5EERE
EHBA R EEIRERR D B INA + E R
RHEIZERB R A AA £21.6% 2 BRI AE
e AR B 5 - NEESD RIHERR D IEE
A% 4 25 49.31,812,000 7 7T AN 38 0 EL i % 1 40
53,383,000 7T °

40. Non-Cash Transactions

On 27 June 2014, the Company issued and allotted
63,545,669 new fully paid shares of HK$0.02 each in the
Company at HK$0.70 to the shareholders who elected to
receive shares in the Company in lieu of cash for the 2013
final dividends pursuant to the scrip dividend schemes
announced by the Company on 23 May 2014. The new
ordinary shares rank pari passu in all respects with the existing
ordinary shares of the Company. For more details, please
refer to the circular of the Company dated 23 May 2014.

41. Change in Ownership Interest in

Subsidiaries

During the year ended 31 December 2014, the Group’s Hong
Kong subsidiary and PRC subsidiary has acquired 100% and
8.696% of the equity interests in EE B4 HE KB R QA
and Jiangsu Azureblue Technology Development Company
Limited respectively. As a result of the above transactions, the
Group recognised a decrease in non-controlling interests and
decrease in other reserve of approximately HK$27,227,000
and HK$102,305,000 respectively.

During the year ended 31 December 2013, the Group,
through a wholly-owned subsidiary, Capital Idea Investments
Limited, increased in aggregate of 21.6% effective equity
interest in China Rare Earth Magnesium Technology Holdings
Limited. As a result of the above transactions, the Group
recognised a decrease in non-controlling interests and
increase in other reserve of approximately HK$31,812,000
and HK$53,383,000 respectively.
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42.

43.

RAERAEE

2ERRAF2014F10A9B 2 EBHBH S
BRERLR(EE])) 2 REFA - RAMKR
TBH BARARAE  AEFLHNENS
MM ARREFES - EEFREZEE 4
A RENSSCAEE R R ULE TR
NEITE) - EFEERE AFATSHAEE
RER - BERIBERBERENTHHE -

HEHEBRSE

@ M2014%F12A8198 KAE@ME2EWB
A Ming Xin Developments Limited 5] 32
T—HEEMER—HRBE R - AW
BRABES(EER)ERAR(KRMA
5% 1 601) ([ # % ]) 500,000,000 % 31 &
B 5 & 239,532,000 R #T A% 15+ (RIBH I
229,600,000 7T & 76,650,000 % 7T °
ZEXSER2015%F2 526 H5ER ° B
RAEER TR EIESEE 2 51.46% %
MRz MAREBMN2015F3 A5
I 58 1 M 2 TE U R - TEHR S R 2015 4F 3
R26B5EHK - BR#E—PFERSHA
AR BT R A D B4R T2 2 4R
NERBE

REEBVHHRELLEIFEBHAH
HEZHARINEEB A - BEKR
HBBRBHL  AREEEDEEE
AHANAEFEZATFERZERSHZ
R -

AEBYERZERFMENFEAH
BEMRAEDAEFRE -

2014 FF R

42, Litigations and Contingent Liabilities

Reference was made to the announcement of the Company
dated 9 October 2014 regarding a civil claim against Capital
|dea Investments Limited (“Capital Idea”). As of the date of the
consolidated financial statement, to the best knowledge of the
Company, the writ of summons of the litigation has not yet
been served on Capital Idea. Upon receiving this legal
document, Capital Idea will seek legal advice in relation to the
claim and the necessary actions to be taken in this respect
and will vigorously defend against the claim. The Board of the
Company is of the view that this claim will not have a material
adverse impact on the business, operation and financial
position of the Group.

43. Events after the Reporting Period

(@ On 19 December 2014, Ming Xin Developments
Limited, a wholly owned subsidiary of the Group,
entered into a sale and purchase agreement and a
subscription agreement for the acquisition of
500,000,000 existing shares and the subscription of
239,532,000 new shares of Group Sense (International)
Limited (Stock Code: 601) (“Group Senses”) at the
consideration of HK$229,600,000 and HK$76,650,000
respectively. The transactions were completed on 26
February 2015. As the Group gained 51.46% controlling
interest in Group Senses after the completion,
mandatory general offer were made by the Group on 5
March 2015 and expected to complete on 26 March
2015. For further details, please refer to the relevant
announcements and circulars of the Company as
posted on the websites of the HKEx and the Company.

The transactions is to be accounted for as a business
combination in accordance with HKFRS 3, Business
Combination. Up to the date of the consolidated
financial statements, the directors of the Group are stil
in process of determining the fair value of the net
identifiable assets and the relevant disclosures of the
transactions.

No adjustment have been made to these consolidated
financial statements as a result of the transactions.

171

F-108



HEBAEEEZRERAE
CENTURY SUNSHINE GROUP HOLDINGS LIMITED

g B S
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HE2014F12 A1 BILEE
For the year ended 31 December 2014

(o) M2015F2H4H  AARE—BIE ()  On 4 February 2015, the Company entered into a non-
=HRTEFDREBEBZRBEBERIFA legally binding framework agreement with an
ZHEBEERAR(BEAR] Z2100% independent third party (the “Vendor”) in relation to the
fe#E - SIS N EVERHR N ZIEE R E proposed acquisition of 100% equity interest in
([ZREWE]D  BEERFFELEE operating project companies (the “Subject Companies”)
BUREZERENREE  BREER - as owned by the Vendor (the “Proposed Acquisition”).
BEZRBEBZFE  B2HEARA The Subject Companies mainly engage in magnesium
MN2015F2 4B 2 RE ° business and its ancillary businesses including power

generation and semi-coke.

44. LLEEF 44. Comparatives
ETHRSHECEENHE  UFEEAFEZ Certain comparative amounts have been reclassified to
2575 - conform with current year’s presentation.
45, RETIRGREMBHREK 45. Authorisation for Issue of Consolidated
Financial Statements
EEERN201543 A 18 AL KR T B 43 The consolidated financial statements were approved and
BHBRE authorised for issue by the board of directors on 18 March
2015.
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INDEPENDENT AUDITORS’ REPORT

HLB B o3t F oA m A
Hodgson Impey Cheng Limited

BERBERBZRARATDRR
(REEB M L ERAR)

TAZEAD (AT EERMDEEZINERE
59164 B LA ERITERERAG(ER
ADEENBAR(HREIEEE)NERAH
Bz - M BmERBEN2013F12A318
MG RARMBRAREEEZZALFE
MG ERAEOEEREER REoERE
BRAGARERER  URETESHIEE
ME R AR -

ESHGAMBRRAKENEL

ERNREFAERBEEGTMASRME
BRYBEREEN REB(ARGRPDA KR
REMBEREEMAFHINRZEHREME
BE - UWRERESR VA ABARRE
) PAEAR & B R N7 A i KRR Bk B
RIMERNEARFBRRAL

BB ERE

HMNEEREERMNBREZSHEA M
BHRKERER  ERBERRERRE Bt
ZONARBEREEME W o AT S AR
ENARAEAEMALE ERAEEAE
£ BMERETE S ASEMNETE
ERTEREITER - BLERERAMET
BIESREH - WREIRWITES - AEERETE
HELRAPBRRES FA EMNEANER

BB 31/F., Gloucester Tower
g The Landmark
EITE19% 11 Pedder Street
BHES Central
ERTITRE3NE Hong Kong

TO THE SHAREHOLDERS

OF CENTURY SUNSHINE GROUP HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Century
Sunshine Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 59 to 164, which
comprise the consolidated and Company statements of financial position
as at 31 December 2013, and the consolidated statement of profit or
loss and other 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion solely to you,
as a body, 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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BB AT EE ()
ERSNATRFNENE @S EMIERE
FBeREREBEENNBREE - PMEEN
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B R - ERFEZEARE - ZBEE
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HFIRE - HPIFMESHERRERTREM
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Auditors’ 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 auditors’ judgment, including
the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s
preparation of the consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the consolidated financial
statements.

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

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 2013 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.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Hon Koon Fai, Alex
Practising Certificate Number: P05029

Hong Kong, 5 March 2014
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mERERkEMEERER
CONSOLIDATED STATEMENT OF PROFIT ORLOSS

AND OTHER COMPREHENSIVE INCOME

HZE2013F 128318 LFE

For the year ended 31 December 2013

2013 2012
k3 TR FHT
Notes HK$’000 HKS$'000
BEEEER Continuing operations
A Revenue 7 1,640,291 1,242,930
THEA Cost of sales (1,132,526) (910,734)
EF Gross profit 507,765 332,196
H AU R Yz Other income and gains 9 11,782 12,015
HELTISHEER Selling and marketing costs (69,437) (48,948)
THAX Administrative expenses (55,767) (48,084)
BEEERENEEIE K Realised and unrealised (loss)/gain
KR (E1E) ke on investments held for trading (1,313) 1,457
B &R Finance costs 10 (21,441) (20,363)
bR TS F A& T Profit before income tax 371,589 228,273
FriSfifx Income tax expense 11 (94,456) (47,984)
FECLEEMENER]  Profit for the year from continuing
operations 277,133 180,289
ERILEEER Discontinued operation
BRI EEBD Loss for the year from discontinued
FANEE operation = (11,705)
FRER Profit for the year 12 277,133 168,584
HigngeEmoEE [tems that may be reclassified
Bm2IEE - subsequently to profit or loss:
Hib2mEIA Other comprehensive income
(FOBRFT15H: ) (net of income tax):
AHEERE ¢ Available-for-sale investment:
FREGAHREERE Net gain arising on revaluation of
EAZ W55 available-for-sale investment
during the year 18,867 123,557
BMEBINESIES 2 Exchange differences arising from
N ZEE translation of foreign operations 54,953 28,584
FREMEEBA Other comprehensive income for
(HBREFBHL) the year (net of income tax) 73,820 152,141
FARZEBALE Total comprehensive income for
the year 350,953 320,725
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THALBEFRER :

Profit for the year attributable to:

FiN/NEIE 2SN Owners of the Company 230,215 130,312
R M Non-controlling interests 46,918 38,272
277,133 168,584
THALEEEE Total comprehensive income
WA : attributable to:
ViN/NETE Z=N Owners of the Company 295,930 249,417
JEfE I Non-controlling interests 55,023 71,308
350,953 320,725
SRER : Earnings per share:
REFER From continuing and
EESIF S discontinued operations 16
2 ~ basic 8.961llicents 5.08fllcents
—#s — diluted 8.691llicents 5.08fllicents
REFECEED From continuing operations
—HK - basic 8.96licents 5411licents
—#% — diluted 8.691llicents 5411llicents

HTSIRR I B AR & B TSR — &P 1D ©

2013FF 3R

AL R B A R A F]

financial statements.
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RE BRI R

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

20135128318
As at 31 December 2013

2013 2012
k=3 FExT FHT
Notes HK$’000 HK$'000
RBERE Non-current assets

T b A Land use rights 17 148,003 147,089
Y - BB NKEE Property, plant and equipment 18(a) 936,047 619,040
wEYE Investment properties 19 141,323 140,108
mRAE Intangible assets 20 80 80
R Mining rights 21 576,278 571,859
S EFEERE Payment for acquisition of patents 57,645 -

BEWE - BE Deposits for acquisition of property,

LEENZRS plant and equipment 8,538 -

AR ERE Available-for-sale investment 23 - 123,586
1,867,914 1,601,762
REBEE Current assets
A EIRE Available-for-sale investment 23 142,453 -
F& Inventories 24 93,167 69,981
T HbE A RE Land use rights 17 3,485 3,385
B 5 MEMEWGIE Trade and other receivables,

FENRERIZS prepayments and deposits 25 302,915 173,175
BHEEERE Investments held for trading 26 7,387 11,941
RITIF Deposits with banks 27 40,992 112,043
RekERREEE Cash and cash equivalents 27 381,909 391,151

972,308 761,676
B ORBAE Less: Current liabilities
E 5 R EH A ERFRIE Trade and other payables 28 209,782 130,113
FERFTIS TR Income tax payable 19,970 15,988
BE Borrowings 30 301,076 317,102
530,828 463,203
REEERE Net current assets 441,480 298,473
EEAERRBDAR Total assets less current liabilities 2,309,394 1,900,235
B EREEE Less: Non-current liabilities
EEUA Deferred revenue 31 24,980 -
RIERIEE E Deferred tax liabilities 32 131,452 130,721
156,432 130,721
EEFRE Net assets 2,152,962 1,769,514
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D RHEE ANEERA Capital and reserves attributable to

Ri#E owners of the Company
R& 7N Share capital 33 61,810 60,683
[Eqr] Reserves 34 1,927,679 1,568,569
1,989,489 1,629,252
IR R Non-controlling interests 163,473 140,262
R Total equity 2,152,962 1,769,514

FEEER2014F3A58 HE RIFETBHL
FOR164B 2 IREUIEHRE - WH THES
REEE

M E
Chi Wen Fu
=3

Director

TS IRR I B AR & B TSR — BP0 ©

62 2013FF 3R
AR5 EEIER AR AR

The consolidated financial statements on pages 59 to 164 were approved
and authorised for issue by the board of directors on 5 March 2014 and

are signed on its behalf by:

e
Shum Sai Chit
E=3

Director
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STATEMENT OF FINANCIAL POSITION

20135128318
As at 31 December 2013

2013 2012
B & FET FAT
Notes HKS$’000 HKS'000
RBEE Non-current assets
ME - HE MR Property, plant and equipment 18(b) 807 166
REB AR ZIRE Investments in subsidiaries 22(a) 2,108 2,108
2,915 2,274
REBEE Current assets
BH5 hEMEWKTIE Trade and other receivables,

FENRIE R RS prepayments and deposits 25 855 1,545
BIEEBKRE Investments held for trading 26 - 3,252
FEUR B B A T IE Amounts due from subsidiaries 22(b) 852,866 799,130
HekERRELER Cash and cash equivalents 27 613 377

854,334 804,304
W REBaE Less: Current liabilities
B 5 REMERFRIA Trade and other payables 28 1,481 2,535
IS EREL Financial guarantee contracts 29 85 =
1,566 2,535
REVEEFE Net current assets 852,768 801,769
EEABRRBAE Total assets less current liabilities 855,683 804,043
BEEFE Net assets 855,683 804,043
ARTEE AEMLRAE Capital and reserves attributable to
K5 owners of the Company
[N Share capital 33 61,810 60,683
(Gt Reserves 34 793,873 743,360
DB Total equity 855,683 804,043

222 N2014F3 A58 #hE RIRETEH P
FEoOR164B 2 BB WmE - WA THESRE

HE

WX E

Chi Wen Fu

EE

Director

BT IR R M S AN B RS 3R A0 — BB 1D

signed on its behalf by:

it
Shum Sai Chit
E2

Director

The financial statements on pages 59 to 164 were approved and
authorised for issue by the board of directors on 5 March 2014 and are

The accompanying notes form an integral part of these financial

statements.

F-116

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

ANNUAL REPORT 2013

63



meERERER
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HE2013F12A318 [LFE
For the year ended 31 December 2013

KDTRAAER
Attributable to owners of the Company
&5
il ErEE iERR  BBE AWEE HR
RE RbEE (lh‘ﬁ(i))I EffpR (NE6) (MEG) BB B HbEE RERW M BE &
Capita
redemption Capital  Statutory ~ Share Non-
Share  Share  reserve Revdlian reserve  reserve  option Trnsion  Other Retained controling

capital premium  (note(i)  reserve (note(i)) (notefiil)  reserve  resenve reserve eamings Subtotal interests  Total
Thn Thr Thr Thr TR Thr Thr TEr Thn TR TR Thr T
HRSOD  HKSOD  HKS00  HKOOOD  HKSOO0  HKSOO0  HKSOOD  HKSOD  HKSO0  HKOOD  HKSOOD  HKSOOD  HKSOW

MongRIA Asat T January 2012 o313 74095 2669 - 13 300 - 0% (105 470632 134848 &7177 1480005
R T T T
EREGRARA  Othercompehensie income for the ear

(HRAER) (etofncome )
THHERE Avalbleforsale vestment

ERBHTREERE  Netgainarisng on evaluaton of

B YRR aalable-forsdle vestment

during the yer - - - 968 - - - - - - D8 089 185

REBNZBAEE  Bchange ffeences arsing fom

LERER tansitionofforeign operatons - - . . - - - xw B SO W B
EREAAEE  Toul ompehenshe ncomeforthe ear = - - - - -6 SN €PN A 1 3
i) Cacelatonof s (A 3 - - - - - - B 60 - o
EfFRERS Finel idend pad - - - - . g : . S o -
BRTHR Tengerto esene - . - - ] . . - B i B .
WENBATEINES  Acouision of addifonal interestin

subsiciares - - - - - - - - 54 - 4 0 (199

TR BIA 32305 Fauty et share sed tansactons - . - - - BT B B T oI
HEMBAR () Disosd o subsdares Note 37 - - - - - - - m B S 7 0
ROE0ANAR  Asat3! December 012

WEIAA and 1 January 2013 00083 73372 349 92668 13666 35560 189 9713 (105 590578 1629250 140262 1769514
il Pftfor e - VI T AT
EREGRTRA  Othercompehensie income for the ear

(HRAER) (netofncome )

Blai=v e Avalabledorsale investment

ERERTHAERE Mo gain aring on revaluaton of
ErNesE avalableforsele nvestment

during the year - - - 14150 - - - - - - 1150 417 18867
BEMIERAEE  Dchange difeencesaing fiom
JENZE transation of orein operatons - - - - - - - 51565 - - 51565 3388 54983
ERAERALE ol comprehensivencome forthe year - - - 14150 - - - 51565 - BON5 295930 55023 350983
BARERE Fie vidend pad 76 (45%9) - - - - - - - - B8R - B8R
BRHE Tansferto eene - - - - - M - - - (s - - -
MHEREL Change i ownership nerest
EEERR(MEY) i ubsidaies lored) - - - - - - - - R - B3 B8 M
ERRERETZ  lsue ofordnary shares pon exercie
Lak of share options 401 10069 - - - - (443) - - - 1007 - 1007
TREEERAZ225 Fouly setled sharebased ransactions - - - - - - 4760 - - - 4760 - 4760
ROBERA3NE Asat 31 December 2013 61810 739232 3499 106818 13666 67,812 6,136 148697 53278 788541 1989489 163473 2,152,962
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(i)

(ifi)

ARRO FHEAR RN R R HR O R A
RERE B2 AR 2 HE -

EXRFEEREEESHECKEREMEZ B
RERNEE - BRERBABRBROMETZIA
REBMEEE - MEMZEHE -

EERBIERMBARRATEARANE
(T B ) EESBRRAMFIERIE10%RAET
REEERDRENES -

RiEP BRI B AR 2 AR E2 AR AR
2R BURRIROES - BB AR AR 10%2
HIER P S B 7 (2P AT R AL
BRE)EREERRE  RIEZRESBHEE
A B RE M & AS0% o R ATES E R BRI
MBARBEFEZER BRAMBARZAEE
EIESIE MM B AR Z A o

RETERRREAEEEEERRRAMIAM
EERBEOHOE TR AREFRAELL
RAZEREAAFRBEDRERES - ZEES
AIHARGER, SR E LR RREE - TER
RS IK

BT IRR ST B AR & BT TS IR O — BB 1D ©

notes:

(i)

(i)

Capital redemption reserve represents the nominal value of the Shares of the
Company which was transferred from the Company’s retained earnings upon
repurchase and cancellation of Shares by the Company.

Capital reserve represents the difference between the nominal value of the shares
of the subsidiaries that have been acquired and capitalised pursuant to a group
reorganisation over the nominal value of the Company’s Shares issued in exchange
therefore.

Statutory reserve mainly represents the fund set aside by the subsidiaries based
on 10% of their net profit of the People’s Republic of China (the “PRC") statutory
financial statements and that for the purpose of certain safety production activities.

In accordance with the articles of association of the subsidiaries established in the
PRC and the relevant PRC rules and regulations, these subsidiaries are required to set
aside 10% of their profit after income tax as recorded in the PRC statutory financial
statements as statutory reserve, except where the reserve fund balance has reached
50% of the subsidiaries’ registered capital. The reserve fund can only be used to

make good the subsidiaries’ previous years' losses, to expand the subsidiaries
production operations or to increase the capital of the subsidiaries.

Pursuant to certain regulations issued by the State Administration of Work Safety
of the PRC and other relevant regulatory bodies, the Group is required to set aside
funds mainly for mining of dolomite and serpentine at prescribed rates. These funds
can be used for maintenance and/or improvements of safety of these activities, and
is not available for distribution to shareholders.

The accompanying notes form an integral part of these consolidated
financial statements.
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mAERERER
CONSOLIDATED STATEMENT OF CASH FLOWS

HE2013F12A31B EFE
For the year ended 31 December 2013

2013 2012
FET FAT
HK$'000 HK$'000
ReEH Operating activities
MEFBRIANER], (BE)  Profit/(loss) before income tax
—RBEREER - Continuing operations 371,589 228,273
— BRI EETE - Discontinued operation - (11,430)
371,589 216,843
BLTFIEE EL A% - Adjustments for:
WE R Depreciation and amortisation 75,346 65,716
B 75 & Finance costs 21,441 20,363
HEME - BERE Loss on disposal of property,
K EE plant and equipment 254 119
REREHE Allowance for doubtful debts - 1,944
B EEWKE 550 IE Reversal of impairment loss on trade
JREET1E receivables = (2,068)
BIEEBIRENDEH Realised and unrealised loss/(gain) on
MAREREE, (W) investments held for trading 1,313 (4,679)
HEKRBARMER Loss on disposal of subsidiaries - 1,964
N ON Dividend income (417) (693)
T2 YA Interest income (5,157) (8,247)
BB FEE Net exchange loss - 528
g Tt Equity settled share-based payments
Rz 5 4,760 1,819
EEBRFERIALE Operating cash flows before movements
REmE in working capital 469,129 293,609
FEOEMm) R (Increase)/decrease in inventories (20,617) 5,594
B 5 R E A EWFIE (Increase)/decrease in trade and
TR R EE other receivables,
3gm),/Ed prepayments and deposits (131,638) 16,806
B 5 NEMENRE Increase/(decrease) in trade and
#hn,/ Crd) other payables 75,168 (17,906)
BEEEEERE Purchase of investments held for trading = (54,635)
HEFIEERIRENFAE  Proceeds from disposal of investments held
FIA for trading = 63,034
KEEBMEENER S Cash generated from operations 392,042 306,502
EATFTER Income tax paid (94,137) (53,964)
KESEEFAELEMNWIEEFE Net cash generated from operating activities 297,905 252,538

66 2013F F 5,
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GERETRER
CONSOLIDATED STATEMENT OF CASH FLOWS

HZE2013F12A31B ILFE
For the year ended 31 December 2013

2013 2012
TR FAT
HK$’000 HK$'000
RETE Investing activities
REBOIFZIERE Early redemption of held-to-maturity
investment - 10,000
WITEZUR D Decrease in deposits with banks 72,734 218,129
HEFEEBERENFSE  Proceeds from disposal of investments held
KIB for trading 3,466 =
BEYE  MENERE Purchase of property, plant and equipment (348,865) (375,405)
BEAHEERE Purchase of available-for-sale investment = 29)
XA BB RIE Payment for acquisition of patents (57,645) -
BEME - BERRE Deposits for acquisition of
pfinga property, plant and equipment (8,538) -
BHELEWMBATRIES  Net cash inflow in respect of the disposal
MAFEE of subsidiaries 7,536 22,256
B F 8 Interest received 7,395 8,247
B R E Dividend received 417 693
HEDE  BE R&E Proceeds from disposal of property,

KIFTIS FIE plant and equipment 199 234
RETHFTANERESEE  Net cash used in investing activities (323,301) (115,875)
Eﬂﬁ?ﬁiﬁ Financing activities

EERR TS RIE Proceeds from new borrowings 295,451 172,704

1,5 EEE Repayment of borrowings (321,215) (142,569)
BRFE Interest paid (20,428) (18,224)
ERRERE Final dividend paid (3,863) (9,026)
ITIERERR AT Issue of ordinary shares upon exercise of

LB share options 10,027 =

EEclan) Cancellation of shares = (8,003)
KB AR EEEE Net cash inflow in respect of change in
ZBRERAFEE ownership interest of subsidiaries 21,571 (1,999)
PRIEUAIE AN Increase in deferred revenue 24,420 -
BESEEFEL (FiA)H Net cash generated from/(used in)
BHEFE financing activities 5,963 (7,117)
HERZEEREER (B2), Net (decrease)/increase in cash and
EHNFEEE cash equivalents (19,433) 129,546
FENNEERERELEE Cash and cash equivalents at the
beginning of the year 391,151 240,739
IMNEERSENE Effect of foreign exchange rate changes 10,191 20,866
ERMNRERERESEE Cash and cash equivalents at the end
of the year 381,909 391,151

WIS B AR S R A — 501D © The accompanying notes form an integral part of these consolidated
financial statements.
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General Information

Century Sunshine Group Holdings Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in magnesium product business, fertiliser
business, metallurgical flux business. During the year ended 31
December 2012, the Group has disposed its financial service
business.

The Company was incorporated in the Cayman Islands on 21
January 2003 as an exempted company with limited liability under
the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands. On 17 February 2004, the
Company'’s shares were listed on the Growth Enterprise Market
("GEM") of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) and were withdrawn from the GEM Board on 31 July
2008. Since 1 August 2008, the Company’s shares have been
listing on the Main Board of the Stock Exchange. In the opinion
of the directors, the ultimate holding company of the Company is
Alpha Sino International Limited, a company incorporated in the
British Virgin Islands.

The consolidated financial statements are presented in Hong
Kong dollars (“HKS"), which is the same as the functional currency
of the Company. All values are rounded to the nearest thousand
(HKS$'000) except when otherwise indicated.

F-121



B 5 R B
NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A31B ILFE
For the year ended 31 December 2013
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EER(EBMKEHREEAN])
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")

In the current year, the Group has adopted all of the new and
revised standards, amendments and interpretations (“new
HKFRSs”") issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA”") that are relevant to its operations and
effective for annual periods beginning on or after 1 January 2013.

BEMBRSENFT  HEER
CHEY)

HKFRS 1 (Amendments) Government Loan

RAMBREEAE0R  GEREBRR HKFRS 10 Consolidated Financial Statements
RAMBASENE R ARARHE HKFRS 11 Joint Arrangements
RAMBRSEAER  RENAMERER HKFRS 12 Disclosure of Interests in
Other Entities

BEAMBHREENERE  AYEHE HKFRS 13 Fair Value Measurement
BRI BRERERER BE-BHEBEER HKFRS 7 (Amendments) Disclosures — Offsetting Financial

(BF1%K) SRAR Assets and Financial Liabilities
FEUBREENE 0% RANEREK  £R HKFRS 10, HKFRS 11 and Consolidated Financial Statements,

EAUBREENZIRR  RHRREREL

HKFRS 12 (Amendments)

Joint Arrangements and

ERUBHRELEANENS  BEOER: Disclosure of Interests in Other
CCHES) BEHES| Entities: Transition Guidance
BERUBRELEN(BIAR) BEREREENEE HKFRSs (Amendments) Annual Improvements to HKFRSs

B (2009522011 2009-2011 Cycle
FRH)
BREHENZR(BIA) 25EM2ENAER HKAS 1 (Amendments) Presentation of Items of
Other Comprehensive Income
BEEERE 9% EEEA HKAS 19 (as revised in 2011)  Employee Benefits
(20N EEET)
BESHERNER BAUMERE HKAS 27 (as revised in 2011)  Separate Financial Statements
(20N FEET)
BEGEAE8HR RERBEAR K HKAS 28 (as revised in 2011)  Investments in Associates and
(B2 F&ERT) BERE Joint Ventures
EFE(AREEFEREEE BRAESLERRY HK(IFRIC)-Int 20 Stripping Costs in the Production
2)-2BFE0H RIFRAR Phase of a Surface Mine

BEBEHENEIHRUET AN
ERZEHBBU B RS ENLHA
SEZZERBBIRRL BERF

& o

RABFBGHEAFRUERTA) R

SRIEREMAI R G R T -

Except for the amendments to HKAS 1, the application of these
new HKFRSs has no material impact on the results and the

financial position of the Group.

The nature of the impending changes in accounting policy on
adoption of the amendments to HKAS 1 is described below.
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(Continued)

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income

The amendments to HKAS 1 are effective for annual periods
beginning on or after 1 July 2012.

The amendments to HKAS 1 introduce new terminology for the
statement of comprehensive income and income statement.
Under the amendments to HKAS 1, a statement of comprehensive
income is renamed as a statement of profit or loss and other
comprehensive income and an income statement is renamed as a
statement of profit or loss. The amendments to HKAS 1 retain the
option to present profit or loss and other comprehensive income
in either a single statement or in two separate but consecutive
statements. However, the amendments to HKAS 1 require
items of other comprehensive income to be grouped into two
categories in the other comprehensive income section: (a) items
that will not be reclassified subsequently to profit or loss and
(b) items that may be reclassified subsequently to profit or loss
when specific conditions are met. Income tax on items of other
comprehensive income is required to be allocated on the same
basis. The amendments do not change the option to present
items of other comprehensive income either before tax or net of
tax.
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(BATK)
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REER
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SRER
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SRRE
fTETARER
HiheititE

BENBREEANEE
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FiEE)

BANBREENEE
HOE (2011F 22013
FEH)

EA(ERMBEEREZR BB

2)-REENR

! R20145F1 A1 R 22 %A 2 F R AR
X AIRFHRRREA -

: R20145F7 A1 A 22 1% FA%h 2 F R AR
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: SEHI AR B AR E - (BRI R -

2.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)

(Continued)

Amendments to HKAS 1 Presentation of Items of
Other Comprehensive Income (Continue)
The Group has not applied the following new and revised

HKFRSs that have been

issued but are not yet effective, in these

consolidated financial statements:

HKFRS 9
HKFRS 9, HKFRS 7 and
HKAS 39 (Amendmen

HKFRS 10, HKFRS 12 and

HKAS 27 (Amendmen

HKAS 19 (Amendments)

HKAS 32 (Amendments)

HKAS 36

HKAS 39 (Amendments)

HKFRSs (Amendments)

HKFRSs (Amendments)

HK(FRIC)-Int 21

! Effective for annual

earlier application pe

Financial Instruments?
Hedge Accounting and
ts) amendments to HKFRS 9,
HKFRS 7 and HKAS 393

Investment Entities’
ts)

Defined Benefits Plans: Employee
Contributions?

Offsetting Financial Assets and
Financial Liabilities'

Recoverable Amount Disclosures
for Non-Financial Assets'

Novation of Derivatives and
Continuation of Hedge
Accounting’

Annual Improvements to
HKFRSs 2010-2012 Cycle?

Annual Improvements to HKFRSs
2011-2013 Cycle?

Levies'

periods beginning on or after 1 January 2014, with
rmitted.

2 Effective for annual periods beginning on or after 1 July 2014, with earlier

application permitted.

3 No mandatory effective date yet determined but is available for adoption.
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2.

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

HKFRS 9 Financial Instruments

HKFRS 9 issued in 2009 introduced new requirements for the
classification and measurement of financial assets. HKFRS 9 was
amended in 2010 to include requirements for the classification
and measurement of financial liabilities and for derecognition.

Key requirements of HKFRS 9 are described below:

. All recognised financial assets that are within the scope
of HKAS 39 Financial Instruments: Recognition and
Measurement to be subsequently measured at amortised
cost or fair value. Specifically, debt investments that are
held within a business model whose objective is to collect
the contractual cash flows, and that have contractual
cash flows that are solely payments of principal and
interest on the principal outstanding are generally
measured at amortised cost at the end of subsequent
reporting periods. All other debt investments and equity
investments are measured at their fair values at the end
of subsequent accounting periods. In addition, under
HKFRS 9, entities may make an irrevocable election
to present subsequent changes in the fair value of an
equity investment (that is not held for trading) in other
comprehensive income, with only dividend income
generally recognised in profit or loss.

. With regard to the measurement of financial liabilities
designated as at fair value through profit or loss, HKFRS
9 requires that the amount of change in the fair value
of the financial liability that is attributable to changes
in the credit risk of that liability is presented in other
comprehensive income, unless the recognition of the
effects of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair
value of financial liabilities attributable to changes in
the financial liabilities’ credit risk are not subsequently
reclassified to profit or loss. Previously, under HKAS 39,
the entire amount of the change in the fair value of the
financial liability designated as fair value through profit or
loss was presented in profit or loss.

F-125



BB 3R 3R B 5

NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A31B ILFE
For the year ended 31 December 2013

PE 33T R S5 5T B R B S 4R
z&.a;aum% B8R ) )
(ﬁgﬁ)amiﬁ%:%ﬁu%seﬁﬁazﬂ

EEE G AEAE AN EREERFEHR
2 BEBERIETRA B2015F1 A1 © It
o I A2 3 B 8RR TE B MIBR LA B BT 7 =R
KRR ERERTEER  EMAER
R AR A 2 8% B AR 2

T o

ERTEY  AREKMNEBMBRELE
AIESRA Rt AR EeREERD
MEBEERMIBHEELTAZE(N
$’§.—H HERENERREHHE
Eﬁﬁj‘—JAbZ\HZ/L\\:F{E:d“E i
BEFPRIBETHER) HRAEED
@ﬂﬁ?ﬁﬁm i EEFHAEMT
BCRT - Rtz B 2 SRR I AR
7o

ERUMBBERUFTIRRE R
SFHERIFE325% (BRT &) — K 8H
TRMEERSRMAEURARN
BB GTEAER(ER]A) BB AR
?ﬁﬁﬁimﬂﬁ?éﬁ%%ﬂ%ﬁ%ﬁ%ﬁ%ﬁﬁ@
RAERRE LER  BEEE
BB HEA AR LR R HIBITH
HSHHE | N[ RIS IR o A L | )R 3E o

%%W%ﬁ%ﬁ%%ﬁﬂ1ﬂ$ﬁ%
AR AR AT E
iﬂﬁkamﬁﬂIEﬁ%ﬁ@ﬁ
iR AR (IR BERE) 1

aHY -

BRI ERE ENERUET AR
2013F 1 AVB A& R 2 FE 2R
Nz EFEHBEAN T BRI AL -
FiT 78 Al & L8 BRI A0 & B IR R 1B I
T R BAGTEAIEDHEE
IR RR2014F 1 A1 Z1BFABZ
FREHREARR - WABBER -

EEHHEAZER B ERER
St R E BB @mEEYNERERT
F)BEFARRIBEHSREERS
BMEBELEZHORE -

2,

Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

HKFRS 9 Financial Instruments (Continue)

The date when entities would be required to apply HKFRS 9 was
previously stated at 1 January 2015. This mandatory effective
date has been removed to provide sufficient time for preparers
of financial statements to make the transition to the new
requirements, which will now become effective from a later date
yet to be announced.

The directors anticipate that the adoption of HKFRS 9 in the
future may have a significant impact on the amounts reported
in respect of the Group's financial assets and financial liabilities
(e.g. the Group's available-for-sale investments may have to
be measured at fair value at the end of subsequent reporting
periods, with changes in the fair value being recognised in
profit or loss). Regarding the Group's financial assets, it is not
practicable to provide a reasonable estimate of that effect until a
detailed review has been completed.

Amendments to HKFRS 7 and HKAS 32 - Offsetting
Financial Assets and Financial Liabilities and the
related disclosures

The amendments to HKAS 32 clarify existing application issues
relating to the offset of financial assets and financial liabilities
requirements. Specifically, the amendments clarify the meaning
of “currently has a legally enforceable right of set-off” and
“simultaneous realisation and settlement”.

The amendments to HKFRS 7 require entities to disclose
information about rights of offset and related arrangements (such
as collateral posting requirements) for financial instruments under
an enforceable master netting agreement or similar arrangement.

The amendments to HKFRS 7 are effective for annual periods
beginning on or after 1 January 2013 and interim periods
within those annual periods. The disclosures should be
provided retrospectively for all comparative periods. However,
the amendments to HKAS 32 are not effective until annual
periods beginning on or after 1 January 2014, with retrospective
application required.

The directors anticipate that the application of these amendments
to HKAS 32 and HKFRS 7 may result in more disclosures being
made with regard to offsetting financial assets and financial
liabilities in the future.
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(Continued)

Amendments to HKAS 36 - Impairment of Assets:
Recoverable Amount Disclosure for Non-Financial
Assets

The amendments to HKAS 36 are to remove certain unintended
disclosure requirements which may be introduced by the
consequential amendments to HKAS 36 when HKFRS 13 was
issued. Furthermore, these amendments require the disclosure of
additional information about the fair value measurement when
the recoverable amount of impaired assets is based on fair value
less costs of disposal. The amendments to HKAS 36 are effective
for annual periods beginning on or after 1 January 2014. Earlier
application is permitted. However, an entity may not apply those
amendments in periods (including comparative periods) in which
it does not also apply HKFRS 13.

The directors anticipate that the application of these amendments
to HKAS 36 will have no material impact on the Group’s financial
performance and positions.

Amendments to HKFRS 10, HKFRS 12 and HKAS 27
(2011) - Investment Entities

The investment entities amendments apply to a particular class of
business that qualify as investment entities. The term ‘investment
entity’ refers to an entity whose business purpose is to invest
funds solely for returns from capital appreciation, investment
income or both. An investment entity must also evaluate the
performance of its investments on a fair value basis. Such entities
could include private equity organisations, venture capital
organisations, pension funds, sovereign wealth funds and other
investment funds.

Under HKFRS 10, reporting entities were required to consolidate
all investees that they control (i.e. all subsidiaries). Preparers and
users of financial statements have suggested that consolidating
the subsidiaries of investment entities does not result in useful
information for investors. Rather, reporting all investments,
including investments in subsidiaries, at fair value, provides the
most useful and relevant information.
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs”)
(Continued)

Amendments to HKFRS 10, HKFRS 12 and HKAS 27
(2011) - Investment Entities (Continued)

In response to this, the amendments provide an exception to the
consolidation requirements in HKFRS 10 and require investment
entities to measure particular subsidiaries at fair value through
profit or loss, rather than consolidate them. The amendments also
set out disclosure requirements for investment entities.

The amendments are effective from 1 January 2014 with early
adoption permitted in order to allow investment entities to apply
the amendments at the same time they first apply the rest of
HKFRS 10.

The directors anticipate that the application of these amendments
to HKFRS 10, HKFRS 12 and HKFRS 27 (2011) will have no material
impact on the Group's financial performance and positions.

Amendments to HKAS 39 - Novation of Derivatives
and Continuation of Hedge Accounting

The narrow-scope amendments will allow hedge accounting
to continue in a situation where a derivative, which has been
designated as a hedging instrument, is novated to effect clearing
with a central counterparty as a result of laws or regulation,
if specific conditions are met (in this context, a novation
indicates that parties to a contract agree to replace their original
counterparty with a new one).

This relief has been introduced in response to legislative changes
across many jurisdictions that would lead to the widespread
novation of over-the-counter derivatives. These legislative
changes were prompted by a G20 commitment to improve
transparency and regulatory oversight of over-the-counter
derivatives in an internationally consistent and non-discriminatory
way.

Similar relief will be included in HKFRS 9.

The amendments will be effective for annual periods beginning
on or after 1 January 2014 and applied retrospectively. Earlier
application is permitted.
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Application of New and Revised Hong Kong
Financial Reporting Standards (“HKFRSs")
(Continued)

Amendments to HKAS 39 - Novation of Derivatives
and Continuation of Hedge Accounting (Continue)

The directors anticipate that the application of these amendments
to HKAS 39 will have no material impact on the Group's financial
performance and positions.

HK (IFRIC) - Int 21 Levies

HK (IFRIC) - Int 21 is an interpretation of HKAS 37 and addresses
how an entity should account for liabilities to pay levies imposed
by governments, other than income taxes, in its financial
statements. The principal question raised was about when the
entity should recognise a liability to pay a levy. It clarifies that
the obligating event that gives rise to a liability to pay a levy
is the activity described in the relevant legislation that triggers
the payment of the levy. HK(IFRIC) - Int 21 is effective for
annual periods beginning on or after 1 January 2014 with earlier
application permitted.

Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented,
unless otherwise stated.

The consolidated financial statements have been prepared in
accordance with all applicable HKFRSs, which is a collective
term that includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs"), and Interpretations issued by the
HKICPA and accounting principles generally accepted in Hong
Kong. In addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”) and by
the Hong Kong Companies Ordinance.
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Summary of Significant Accounting Policies
(Continued)

Basis of Preparation

The consolidated financial statements have been prepared on
the historical cost basis, except for certain financial instruments,
which are measured at fair values, as explained in the accounting
policies set out below. Historical cost is generally based on the
fair value of the consideration given in exchange for assets.

Basis of Consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities (including special
purpose entities) controlled by the Company (its subsidiaries).
Control is achieved where the Company has the power to govern
the financial and operating policies of an entity so as to obtain
benefits from its activities.

Income and expenses of subsidiaries acquired or disposed of
during the year are included in the consolidated statement of
profit or loss and other comprehensive income from the effective
date of acquisition and up to the effective date of disposal, as
appropriate. Total comprehensive income and expense of a
subsidiary is attributed to the owners of the Company and to the
non-controlling interests even if this results in the non-controlling
interests having a deficit balance.

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in

line with those used by other members of the Group.

All'intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.

Non-controlling interests in subsidiaries are presented separately
from the Group's equity therein.
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Summary of Significant Accounting Policies
(Continued)

Basis of Consolidation (Continued)

Changes in the Group’s Ownership Interests in
Existing Subsidiaries

Changes in the Group’s ownership interests in subsidiaries that
do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts
of the Group's interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by which the
non-controlling interests are adjusted and the fair value of the
consideration paid or received is recognised directly in equity and
attributed to owners of the Company.

When the Group loses control of a subsidiary, the profit or loss on
disposal is calculated as the difference between (i) the aggregate
of the fair value of the consideration received and the fair value
of any retained interest and (i) the previous carrying amount of
the assets (including goodwill), and liabilities of the subsidiary
and any non-controlling interests. Where certain assets of the
subsidiary are measured at revalued amounts or fair values
and the related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity, the
amounts previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the Company
had directly disposed of the related assets (i.e. reclassified to
profit or loss or transferred directly to retained earnings). The fair
value of any investment retained in the former subsidiary at the
date when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKAS 39 Financial
Instruments: Recognition and Measurement or, when applicable,
the cost on initial recognition of an investment in an associate or
a jointly controlled entity.
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Summary of Significant Accounting Policies
(Continued)

Business Combinations

Acquisitions of businesses are accounted for using the acquisition
method. The consideration transferred in a business combination
is measured at fair value, which is calculated as the sum of
the acquisition-date fair values of the assets transferred by the
Group, liabilities incurred by the Group to the former owners
of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are
generally recognised in profit or loss as incurred.

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

(i) deferred tax assets or liabilities, and liabilities or assets
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 Income Taxes
and HKAS 19 Employee Benefits respectively;

(i) liabilities or equity instruments related to share-based
payment transactions of the acquiree or the replacement
of an acquiree’s share-based payment transactions
with share-based payment transactions of the Group
are measured in accordance with HKFRS 2 Share-based
Payment at the acquisition date; and

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

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

Business Combinations (Continued)

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

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

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

When a business combination is achieved in stages, the Group's
previously held equity interest in the acquiree is remeasured
to fair value at the acquisition date (i.e. the date when the
Group obtains control), and the resulting gain or loss, if any, is
recognised in profit or loss. Amounts arising from interests in the
acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified to
profit or loss where such treatment would be appropriate if that
interest were disposed of.
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Summary of Significant Accounting Policies
(Continued)

Business Combinations (Continued)

Changes in the value of the previously held equity interest
recognised in other comprehensive income and accumulated in
equity before the acquisition date are reclassified to profit or loss
when the Group obtains control over the acquiree.

If the initial accounting for a business combination is incomplete
by the end of the reporting period in which the combination
occurs, the Group reports provisional amounts for the items for
which the accounting is incomplete. Those provisional amounts
are adjusted during the measurement period (see above), or
additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed
as of the acquisition date that, if known, would have affected the
amounts recognised as of that date.

Acquisition of Additional Interest in a Subsidiary

When the Group increases its interest in an entity that is already
controlled by the Group, goodwill arising on such acquisition
represents the difference between the cost of additional interest
acquired and the increase in the Group's share of the net carrying
amount of the identifiable assets, liabilities and contingent
liabilities acquired. The difference between the cost of additional
interest acquired and the book value of the identifiable assets,
liabilities and contingent liabilities attributable to the additional
interest acquired is recognised as a reserve movement (other
reserve). The difference represents the difference that arose since
the original acquisition date that is attributable to the Group's
increased interest in the subsidiary. On the subsequent disposal
of the subsidiary, the reserve is transferred to retained earnings.
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Summary of Significant Accounting Policies
(Continued)

Goodwill

Goodwill arising on an acquisition of a business represents the
excess of the cost of acquisition over the Group's interest in
the fair value of the identifiable assets, liabilities and contingent
liabilities of the relevant business at the date of acquisition. Such
goodwill is carried at cost less any accumulated impairment
losses.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the acquisition. A cash-
generating unit to which goodwill has been allocated is tested
for impairment annually, and whenever there is an indication that
the unit may be impaired. For goodwill arising on an acquisition
in a financial year, the cash-generating unit to which goodwill
has been allocated is tested for impairment before the end of
that financial year. When the recoverable amount of the cash-
generating unit is less than the carrying amount of the unit, the
impairment loss is allocated to reduce the carrying amount of any
goodwill allocated to the unit first, and then to the other assets
of the unit pro rata on the basis of the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss for goodwill is not
reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill capitalised is included in the determination
of the amount of profit or loss on disposal.

Revenue Recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable for
goods sold in the normal course of business, net of discounts and
sales related taxes.

Revenue from sale of goods is recognised when the goods are
delivered and title has passed.
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Summary of Significant Accounting Policies
(Continued)

Revenue Recognition (Continued)

Interest income from a financial asset excluding financial assets
at fair value through profit or loss is accrued on a time basis,
by reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset's net carrying amount on initial
recognition.

Dividend income from investment including financial assets at fair
value through profit or loss is recognised when the shareholders’
right to receive payment have been established.

Advisory service income is recognised whenever the services
are completed. When the service are partly completed, the
Group only recognises the revenue to the extent of amount
representing the proportion of services completed or equals to
the amount received, whichever is lower.

Brokerage income is recognised on a trade date basis.

Commission income, stock handling income, custodian fee
income, referral fee income, investment management fee income,
performance fee income and other advisory service fee income
are recognised when services are rendered.

Rental income is recognised on a straight-line basis over the lease
terms.

Financial service fee income is recognised when services are
rendered.

Office management fee income from service agreements is
recognised pro-rata over the life of the agreement corresponding

to notional delivery of the service.

Any other income not mentioned above is recognised whenever
it is received or receivable.
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Summary of Significant Accounting Policies
(Continued)

Government Grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions
attaching to them and that the grants will be received.

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Property, Plant and Equipment

Property, plant and equipment, including freehold land and
buildings held for use in the production or supply of goods or
services, or for administrative purposes (other than construction
in progress), are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses.

Freehold land is not depreciated. Depreciation is provided to
write off the cost of items of property, plant and equipment
(other than construction in progress and freehold land) over
their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line methods.

Construction in progress includes property, plant and equipment
in the course of construction for production or for its own use
purposes. Construction in progress is carried at cost less any
recognised impairment loss. Construction in progress is classified
to the appropriate category of property, plant and equipment
when completed and ready for intended use. Depreciation
of these assets, on the same basis as other property assets,
commences when the assets are ready for their intended use.

An item of property, plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss
arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of
the item) is included in profit or loss in the period in which the
item is derecognised.
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Summary of Significant Accounting Policies
(Continued)

Investment Properties

Investment properties are properties held to earn rentals and/
or for capital appreciation. On initial recognition, investment
properties are measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition,
investment properties are stated at cost less subsequent
accumulated depreciation and any accumulated impairment
losses. Depreciation is charged so as to write off the cost of
investment properties over the lease term and after taking into
account of their estimated residual value, using the straight-line
method.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use
or no future economic benefits are expected from its disposals.
Any gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in the profit or loss in
the period in which the item is derecognised.

Land Use Rights

Payment for obtaining land use rights is considered as prepaid
operating lease payment. Land use rights are stated at cost less
accumulated amortisation and any accumulated impairment
losses, amortisation is charged to profit or loss over the period of
the rights or the term of the respective enterprise to which the
land use rights are granted, whichever is the shorter, using the
straight-line method.

The land and building elements of a lease of land and building
are considered separately for the purpose of lease classification,
unless the lease payments cannot be allocated reliably between
the land and building elements, in which case, the entire lease
is generally treated as a finance lease and accounted for as
property, plant and equipment. To the extent the allocation of
the lease payments can be made reliably, leasehold interests in
land are accounted for as operating leases and amortised over
the lease term on a straight-line basis.
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Summary of Significant Accounting Policies
(Continued)

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substantially all the risks and rewards of ownerships
to the lessee. All other leases are classified as operating leases.

The Group as Lessor
Rental income from operating leases is recognised in profit or loss
on a straight-line basis over the term of the relevant lease.

The Group as Lessee

Operating lease payments are recognised as an expense on a
straight-line basis over the term of the relevant lease. Benefits
received and receivable as an incentive to enter into an operating
lease are recognised as a reduction of rental expense over the
lease term on a straight-line basis.

Intangible Assets

Intangible Assets Acquired in a Business Combination
Intangible assets acquired in a business combination are
identified and recognised separately from goodwill where they
satisfy the definition of an intangible asset and their fair values
can be measured reliably. The cost of such intangible assets is
recognised at their fair value at the acquisition date.

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at cost less accumulated amortisation and
any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line
basis over their estimated useful lives. Alternatively, assets with
indefinite useful lives are carried at cost less any subsequent
accumulated impairment losses.

Technical Know-how

Expenditure on acquired technical know-how is capitalised and
amortised using the straight-line method over its estimated
useful life of 5 years, from the date when the technical know-how
is available for use.
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Summary of Significant Accounting Policies
(Continued)

Intangible Assets (Continued)

Research and Development Expenditure

Expenditure on research activities is recognised as an expense in
the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an internal
project) is recognised if, and only if, all of the following have been
demonstrated:

= the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

- the intention to complete the intangible asset and use or
sell it;

- the ability to use or sell the intangible asset;

- how the intangible asset will generate probable future
economic benefits;

- the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

- the ability to measure reliably the expenditure attributable
to the intangible asset during the development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from the
date when the intangible asset first meets the recognition criteria
listed above. Where no internally-generated intangible asset can
be recognised, development expenditure is charged to profit or
loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible
asset is measured at cost less accumulated amortisation and
accumulated impairment losses (if any), on the same basis as
intangible assets acquired separately.
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Summary of Significant Accounting Policies
(Continued)

Mining Rights

Mining rights, including transferred exploration and evaluation
assets, are stated at cost less accumulated amortisation and
any impairment losses. The mining rights are amortised on the
production quantities over the total estimated mineral reserve.
Mining rights are written off to the profit or loss if the mining
property is abandoned.

Foreign Currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
functional currency (i.e. the currency of the primary economic
environment in which the entity operates) at the rates of
exchange prevailing at the dates of the transactions. At the end
of each reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that date.
Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the
date when the fair value was determined. Non-monetary items
that are measured in terms of historical cost in a foreign currency
are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are recognised
in profit or loss in the period in which they arise. Exchange
differences arising on the retranslation of non-monetary items
carried at fair value, are included in profit or loss for the period.

For the purposes of presenting consolidated financial statements,
the assets and liabilities of the Group's foreign operations are
translated into the presentation currency of the Group (i.e. HKS)
at the rates of exchange prevailing at the end of the reporting
period. Income and expenses are translated at the average
exchange rates for the year, unless exchange rates fluctuate
significantly during the period, in which case, the exchange
rates prevailing at the dates of transactions are used. Exchange
differences arising, if any, are recognised in other comprehensive
income and accumulated in equity (i.e. the translation reserve)
(attributed to non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal of the
Group's entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control over jointly
controlled entity that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable to
the owners of the Company are reclassified to profit or loss.
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Summary of Significant Accounting Policies
(Continued)

Foreign Currencies (Continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on an acquisition of a foreign operation on
or after 1 January 2005 are treated as assets and liabilities of
that foreign operation and retranslated at the rate of exchange
prevailing at the end of the reporting period. Exchange
differences arising are recognised in other comprehensive income
and accumulated in equity.

Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their
intended use or sale.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.

Retirement Benefit Costs

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme (the “MPF Scheme”) are
charged as an expense when employees have rendered service
entitling them to the contributions.

Cash and Cash Equivalents

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

Share-based Payment Transactions

Share Options Granted to Employees

For grants of share options that are conditional upon satisfying
specified vesting conditions, the fair value of services received
is determined by reference to the fair value of share options
granted at the grant date and is expensed on a straight-line basis
over the vesting period, with a corresponding increase in equity
(employee compensation reserve).

At the end of the reporting period, the Group revises its estimates
of number of options that are expected to ultimately vest. The
impact of the revision of the original estimates during the vesting
period, if any, is recognised in profit or loss with a corresponding
adjustment to employee compensation reserve.

For share options that are vested immediately at the date of
grant, the fair value of the share options granted is expensed
immediately to profit or loss.

When the share options are exercised, the amount previously
recognised in employee compensation reserve will be transferred
to share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date, the
amount previously recognised in employee compensation reserve
will be transferred to retained earnings.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit as reported in the consolidated
statement of profit or loss and other comprehensive income
because it excludes items of income or expense that are taxable
or deductible in other years, and it further excludes items that are
never taxable or deductible. The Group's liability for current tax is
calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.
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Summary of Significant Accounting Policies
(Continued)

Taxation (Continued)

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments and interests are only recognised to the extent that
it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and
they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end
of each reporting period and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to
allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates
that are expected to apply in the period in which liability is settled
or the asset is realised, based on tax rates (and tax laws) that
have been enacted or substantively enacted by the end of the
reporting period. The measurement of deferred tax liabilities and
assets reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the reporting
period, to recover or settle the carrying amount of its assets and
liabilities. Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case the
deferred tax is also recognised in other comprehensive income or
directly in equity respectively.
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Summary of Significant Accounting Policies
(Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is calculated using the weighted average method.
Net realisable value represents the estimated selling price for
inventories less all estimated costs of completion and costs
necessary to make sale.

Financial Instruments

Financial assets and financial liabilities are recognised when a
group entity becomes a party to the contractual provisions of the
instruments.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss) are added to or deducted from the fair
value of the financial assets or financial liabilities, as appropriate,
on initial recognition. Transaction costs directly attributable to
the acquisition of financial assets or financial liabilities at fair value
through profit or loss are recognised immediately in profit or loss.

Financial Assets

Financial assets are classified into the following categories,
including financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments and available-for-
sales financial assets. The classification depends on the nature
and purpose of financial assets and is determined at time of initial
recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial assets
that require delivery of assets within the time frame established
by regulation or convention in the market place.

Effective Interest Method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts (including
all fees paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where
appropriate, a shorter period to the net carrying amount on initial
recognition.

Interest income is recognised on an effective interest basis for
debt instruments.
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)

Financial Assets at Fair Value through Profit or Loss
(“FVTPL")

Financial assets at FVTPL represent investments held for trading.

A financial asset is classified as held for trading if:

- it has been acquired principally for the purpose of selling
in the near future; or

- it is a part of an identified portfolio of financial
instruments that the Group manages together and has a
recent actual pattern of short-term profit-taking; or

- it is a derivative that is not designated and effective as a
hedging instrument.

Financial assets at FVTPL are measured at fair value, with changes
in fair value arising from remeasurement recognised directly in
profit or loss in the period in which they arise. The net gain or
loss recognised in profit or loss includes any dividend or interest
earned on the financial assets.

Loans and Receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market. Subsequent to initial recognition, loans and receivables
(including trade and other receivables, deposits with banks,
cash and cash equivalents, amounts due from subsidiaries and
dividend receivable) are carried at amortised cost using the
effective interest method, less any identified impairment losses (see
accounting policy on impairment of financial assets below).

Interest income is recognised by applying the effective interest
rate, except for short-term receivables when the effect of
discontinuing is immaterial.

Held-to-maturity Investments

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturities that
the Group’s management has the positive intention and ability
to hold to maturity. Subsequent to initial recognition, held-to-
maturity investments are measured at amortised cost using the
effective interest method less any identified impairment losses (see
accounting policy on impairment of financial assets below).
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)
Available-for-sale Financial Assets

Available-for-sale financial assets are non-derivatives that are
either designated as available-for-sale or not classified as financial
assets at FVTPL, loans and receivables or held-to-maturity
investments.

Available-for-sale financial assets are measured at fair value
at the end of each reporting period. Changes in fair value are
recognised in other comprehensive income and accumulated
under the heading of revaluation reserve until the financial asset
is disposed of or determined to be impaired, at which time, the
cumulative gain or loss previously accumulated in the revaluation
reserve is reclassified to profit or loss.

Available-for-sale equity investments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured and derivatives that are linked to and must be
settled by delivery of such unquoted equity investments, they are
measured at cost less any identified impairment losses at the end
of the reporting period.

Impairment of Financial Assets

Financial assets, other than those at FVTPL, are assessed for
indicators of impairment at the end of each reporting period.
Financial assets are impaired where there is objective evidence
that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash
flows of the financial assets have been impacted.

For all of the Group's financial assets, objective evidence of
impairment could include:

- significant financial difficulty of the issuer or counterparty;
or

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

- it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

- the disappearance of an active market for that financial
asset because of financial difficulties.
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)

Impairment of Financial Assets (Continued)

For certain categories of financial asset, such as trade receivables,
assets that are assessed not to be impaired individually are
subsequently assessed for impairment on a collective basis.
Objective evidence of impairment for a portfolio of receivables
could include the Group's past experience of collecting payments,
an increase in the number of delayed payments as well as
observable changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, the amount of
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future
cash flows discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the impairment
loss is measured as the difference between the asset's carrying
amount and the present value of the estimated future cash
flows discounted at the current market rate of return for a similar
financial asset. Such impairment loss will not be reversed in
subsequent periods.

The carrying amount of the financial assets is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivable, where the carrying amount is
reduced through the use of an allowance account. When a trade
receivable is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously
written off are credited to profit or loss. Changes in the carrying
amount of the allowance account are recognised in profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after
the impairment loss was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent
that the carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost would have
been had the impairment not been recognised.

Financial Liabilities and Equity

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument.
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)

Other Financial Liabilities

The Group's financial liabilities are generally classified into other
financial liabilities, including trade and other payables and
borrowings are subsequently measured at amortised cost, using
the effective interest method.

Effective Interest Method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash payments
(including all fees paid or received that from an integral part of
effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying amount
on initial recognition.

Interest expense is recognised on an effective interest basis.

Equity Instruments

An equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Repurchase of the Company’s own equity instruments is
recognised and deducted directly in equity. No gain or loss
recognised in profit or loss on the purchase, sale, issue or
cancellation of the Company’s own equity instruments.

Convertible Bonds

Convertible bonds issued by a subsidiary of the Company that
contain both the liability and conversion option components are
classified separately into respective items on initial recognition.
Conversion option will be settled by the exchange of a fixed
amount of cash or another financial asset for a fixed number of
the subsidiary’s own equity instruments is classified as an equity
instrument.

On initial recognition, the fair value of the liability component
is estimated using the prevailing market interest rate of similar
non-convertible instruments. The difference between the gross
proceeds of the issue of the convertible bonds and the fair value
assigned to the liability component, representing the conversion
option for the holder to convert the notes into equity, is included
in equity (convertible bonds equity reserve).
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)

Convertible Bonds (Continued)

In subsequent periods, the liability component of the convertible
bonds is carried at amortised cost using the effective interest
method. The equity component, represented by the option
to convert the liability component into ordinary shares of the
subsidiary, will remain in convertible bonds equity reserve until
the conversion option is exercised (in which case the balance
stated in convertible bonds equity reserve will be transferred to
share premium). Where the option remains unexercised at the
expiry date, the balance recognised in convertible bonds equity
reserve will be released to the retained earnings. No gain or loss
is recognised in profit or loss upon conversion or expiration of
the option.

Transaction costs that relate to the issue of the convertible bonds
are allocated to the liability and equity components in proportion
to the allocation of the gross proceeds. Transaction costs relating
to the equity component are recognised directly to equity.
Transaction costs relating to the liability component are included
in the carrying amount of the liability portion and amortised over
the period of the convertible bonds using the effective interest
method.

Financial Guarantee Contracts

A financial guarantee contract is a contract that requires the
issuer to make specified payments to reimburse the holder for a
loss it incurs because a specified debtor fails to make payments
when due in accordance with the terms of a debt instrument.

Financial guarantee contracts issued by the Group are initially
measured at their fair values and, if not designated as at FVTPL,
are subsequently measured at the higher of:

- the amount of the obligation under the contract, as
determined in accordance with HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets; and

- the amount initially recognised less, where appropriate,

cumulative amortisation recognised in accordance with
the revenue recognition policies.
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Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued)

Derecognition

The Group are derecognises a financial asset when the
contractual rights to receive cash flows from the assets expire or,
when it transfers the financial asset and substantially all the risks
and rewards of ownership of the asset to another entity. If the
Group neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the
Group retains substantially all the risks and rewards of ownership
of a transferred financial asset, the Group continues to recognise
the financial asset and also recognises a collateralised borrowing
for the proceeds received.

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the sum of the
consideration received and receivable and the cumulative gain
or loss that had been recognised in other comprehensive income
accumulated in equity is recognised in profit or loss.

On derecognition of a financial asset other than in its entirety
(e.g. when the Group retains an option to repurchase part of
a transferred asset or retains a residual interest that does not
result in the retention of substantially all the risks and rewards of
ownership and the Group retains control), the Group allocates
the previous carrying amount of the financial asset between the
part it continues to recognise under continuing involvement, and
the part it no longer recognises on the basis of the relative fair
values of those parts on the date of the transfer. The difference
between the carrying amount allocated to the part that is no
longer recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain or loss
allocated to it that had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative gain or loss
that had been recognised in other comprehensive income is
allocated between the part that continues to be recognised and
the part that is no longer recognised on the basis of the relative
fair values of those parts.

Financial liabilities are derecognised when the obligation specific
in the relevant contract is discharged, cancelled or expires.
The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is
recognised in profit or loss.
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Summary of Significant Accounting Policies
(Continued)

Impairment Losses on Tangible and Intangible
Assets other than Goodwill

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss, if any. Where it is
not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. Where a reasonable
and consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group of cash-
generating units for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at least
annually, and whenever there is an indication that the asset may
be impaired.

Recoverable amount is the higher of fair value 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 assessments of the time
value of money and the risks specific to the asset for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-generating unit)
is estimated to be less than its carrying amount, the carrying
amount of the asset (or the cash-generating unit) is reduced
to its recoverable amount. An impairment loss is recognised
immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the
asset in prior years. A reversal of an impairment loss is recognised
as immediately in profit or loss.
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Summary of Significant Accounting Policies
(Continued)

Provision

A provision is recognised when the Group has a present legal or
constructive obligation, as a result of a past event, it is probable
that an outflow of resources will be required to settle the
obligation, and a reliable estimate can be made of the amount
of the obligation. When the effect of the time value money is
material, the amount of a provision is the present value at the
end of the reporting period of the expenditures expected to be
required to settle the obligation.

Related Parties Transactions

A party is considered to be related to the Group if:

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

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or
(iii) is @ member of the key management personnel of

the Group or of a parent of the Group.

F-153



B 5 R B
NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A31B ILFE
For the year ended 31 December 2013

3. FEETHEESEHE)

BEALRS (&)
@  fWEA TEIJE{W - BIER
HEARKE A B

0] ZEREANFER—
SEZKERR(AE
JRF - MBARKR
ESG1=NGIE LAl

) o

(ii) —HEEAS—BEN
BERNAIHEEDRE
(HE—BEBEKER
AIZEEETHKERR
ZHERNAHE E D
%)

(i) WHEEEHYAR—F=
THEERE -

vy —HEEBRF=/1E
WABLE  B—
BRZF=TEEN
M/\j

i iR

e
&
85

v  ERAAREZELE
BEmEEEMER
28 R 57 B B B AR A 5
& o WMAREARHER
%t 8 REEDNE
IEAEEEREE

V)  EEBROAREAALE
il R -

(i) PRMOFTERIATHE
ﬁaﬁiﬁg/ﬁjjﬁﬂgﬁi
ER(IZEENTR
ATEEEEKE -

BATZHEBRERIEENR
2 TIRREEALRS -

Summary of Significant Accounting Policies

(Continued)

Related Parties Transactions (Continued)

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

U]

(i)

(iii)

(iv)

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

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

Both entities are joint ventures of the same third
party.

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

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

The entity is controlled or jointly controlled by a
person identified in (1).

A person identified in (1) (i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity).

A transaction is considered to be a related party transaction when
there is a transfer of resources or obligations between related

parties.
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Summary of Significant Accounting Policies
(Continued)

Segment Reporting

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

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

Critical Accounting Judgments and Key Sources
of Estimation Uncertainty

In the application of the Group's accounting policies which are
described in Note 3, the directors of the Company are required to
make judgments, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent
from other sources. The estimates and associated assumptions
are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.
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Critical Accounting Judgments and Key Sources
of Estimation Uncertainty (Continued)

Key Sources of Estimation Uncertainty

The following are the key assumptions concerning the future,
and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year.

(a) Estimated Impairment of Investment
Properties, Mining Rights, Property, Plant and
Equipment and Intangible Assets
The Group evaluates whether investment properties,
mining rights, property, plant and equipment and
intangible assets have suffered any impairment whenever
events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable, in
accordance with the accounting policy stated in Note 3. The
recoverable amounts of cash-generating units represent
the higher of the asset’s fair value less costs to sell or its
value-in-use. The calculations of fair value less costs to
sell or value-in-use require the use of estimates. During
the year, the Group did not provide any impairment for
investment properties, mining rights, property, plant and
equipment and intangible assets (2012: HKSNil).

(b) Estimated Useful Lives of Investment
Properties, Property, Plant and Equipment,
Intangible Assets and Mining Rights
The Group’s management determines the estimated
useful lives and related depreciation/amortisation
charges for its investment properties, property, plant and
equipment and intangible assets. This estimate is based
on the historical experience of the actual useful lives of
investment properties, property, plant and equipment
and intangible assets of similar nature and functions and
the mineral reserve determined by independent technical
adviser. It could change significantly as a result of
technical innovations and competitor actions in response
to market conditions. Management will increase the
depreciation/amortisation charge where useful lives are
less than previously estimated lives, or it will write-off or
write-down technically obsolete or non-strategic assets
that have been abandoned or sold.

During the years ended 31 December 2013 and 2012,
the Group did not change the estimated useful lives of
investment properties, property, plant and equipment,
intangible assets and mining rights.
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4.

Critical Accounting Judgments and Key Sources
of Estimation Uncertainty (Continued)
Key Sources of Estimation Uncertainty (Continued)

(c)

(d)

(e)

Estimated Impairment of Inventories

The management of the Group reviews the inventories
listing on a product-by-product basis at the end of the
reporting period. The management estimates the net
realisable value for such items based primarily on the
latest invoice prices and current market conditions. During
the year, the Group did not provide any allowance for
inventories (2012: HKSNil).

Income Tax

The Group is subject to income taxes in several
jurisdictions. There are certain transactions and
calculations for which the ultimate tax determination
may be uncertain. The Group recognises liabilities for
anticipated tax issues based on estimates of whether
additional taxes will be due. Where the final tax outcome
of these matters is different from the amounts that were
initially recorded, such differences will impact the current
and deferred tax provisions in the period in which such
determination is made.

Impairment of Trade and Other Receivables
The impairment of trade and other receivables are
based on the ongoing evaluation of collectability and
aging analysis of the outstanding receivables and on
management’s judgment. From time to time, the Group
may experience delays in collection. Where recoverability
of trade and other receivables are called into doubts,
resulting in an impairment of their ability to make
payments, provision may be required. Certain receivables
may be initially identified as collectable, yet subsequently
become uncollectable and result in a subsequent
write-off of the related receivables to the consolidated
statement of profit or loss and other comprehensive
income. Changes in the collectability of trade and other
receivables for which provisions are not made could affect
our results of operations. During the year, the Group has
provided impairment loss of HKSNil for trade and other
receivables (2012: HKS$1,944,000).
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5. Q@I% 5. Financial instruments
(@) ERTIAEER (a) Categories of Financial Instruments
TEE b /N
The Group The Company
2013 2012 2013 2012
FExT FHIT THEx T
HK$'000 HKS'000  HK$’000 HKS$'000
SREE Financial assets
B EWGIA(ETE Loans and receivables
RITFERARIR (including deposits with
EERBESIER) banks and cash and
cash equivalents) 697,864 653,574 853,535 799,565
AR ERE Available-for-sale investment 142,453 123,586 - =
RAFEFT AIBEH  Finandial assets at fair value
BREE through profit or loss 7,387 11,941 - 3,252
847,704 789,101 853,535 802,817
tRaE Financial liabilities
HAHR AN Amortised cost 431,371 396,273 1,481 2,535
MBEREAD Financial guarantee contracts - = 85 =
431,371 396,273 1,566 2,535
(b) BERREEBERBEE (b) Financial Risk Management Objectives and
Policies
AEBRAARNEESRHT The Group’s and the Company’s major financial

ABEFEERERE  BHK
HApEWHRIR - RITFEHK - B
ERERRSER  BHRE
MENFKIBARES - 2@ T
B E R E R R E - B
ST AEENERSEN
ERER - FIRER - EbER
R - FERBRASHE SR
B o AT B IA R Z R
RHVBER » NEERARAEH
ERRREEFBZFERAA
TERIK S B 5MS KK KRI2
3 P AR AN 55 8 ]2 AR 2 B B 75
RIAFMEZEE TN AR o

instruments include investment held for trading, trade
and other receivables, deposits with banks, cash and cash
equivalents, trade and other payables and borrowings.
Details of the financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments include foreign exchange risk, interest rate
risk, other price risk, credit risk and liquidity risk. The
policies on how to mitigate these risks are set out below.
The Group's and the Company’s overall risk management
programme focus on the unpredictability of financial
markets and seeks to minimise potential adverse effects
on the Group's and the Company’s financial performance.
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5. S@MIA(E)
(b) %%ﬁ%@@%ﬂﬁ%&ﬁk%
(i) INEREE

ERAEBAPDEE
X5 -EBEERBEEXE
NEHBARNNESE
BEHE - LA 8
INERBIMTRE - A
£E B AT EBLINER
2 BERBE I
SET R o ANEEE
TSR EINE R
WHEFREHEEL hE
RONE RIS o

(i) FIERE
NEEEEEBBRTT
GEREEEZ AFEF
EREBR(FBPRI2H
MiEE27 %30) ©

AR EEAFILA
-

BRESH

fifi 75 120135128318
ZHEAEREAEERE
EREEE REEF X
REBRFE EF T
101 £ 26 (4 F1) 2£0.1%)
(20124 : 10fEI &%)
AN B ) F EE F S
BITEREEEHNA
FAE EF T B i
hn,/ B 4> 49122,00058 7T
(20124F : 186,000/ 7T ) °

HREEERAAEE
[ B B b5t A P E R R
RBREIFER » FitbR
FREEELERRE
Rim s E PG o

AEBNAEHEBEZ
BRI 5L R EHE Z IR
TR BT RAMER
@ o AT - ARIRITA
HREFHLSEHEE -
(R b A 55 [ 2 R B
B -

2013F F 3R
ARG EEIERER A R

5. Financial Instruments (Continued)
(b) Financial Risk Management Objectives and
Policies (Continued)

(i)

(ii)

F-159

Foreign Exchange Risk

The Group has minimal exposures to foreign
currency risk as most of its business transactions,
assets and liabilities are principally denominated
in the functional currencies of the respective
subsidiaries. The Group currently does not have
a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency
hedging significant foreign currency exposure and
will consider hedging significant foreign currency
exposure should the need arise.

Interest Rate Risk

The Group is exposed to fair value interest rate risk
in relation to deposits with banks and borrowings
(see Notes 27 and 30 respectively for details).

The Company has no significant interest rate risk.

Sensitivity Analysis

If interest rates on deposits with banks and cash
and cash equivalents and borrowings as at 31
December 2013 had been 10 basis points (0.1%
per annum) (2012: 10 basis points) higher/lower
than the actual effective interest rate, the Group's
profit for the year would have been approximately
HK$122,000 (2012: HK$186,000) higher/lower as
a result of a increase/decrease in fair value of
deposits with banks and borrowings.

As management considers the Group's exposure
to the above fair value interest rate risk is not
significant, no interest-rate swaps or other
hedging activities are undertaken by management
during the year.

The Group is also exposed to cash flow interest
rate risk in relation to bank balances carried at
prevailing market rate. However, such exposure is
minimal to the Group as the bank balances are all
short-term in nature.
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5. &®MIAE)
(b) MBEREEBERBE

(#)

(iii) EEKERE
AEBFBEN TR
ABHRIELTRER

S IREAZRABIE
B - BT E B B
TRERERRERS AE
B o AEEEA
EBRERETEEPRE
PELEMZBEATAR
TREBREZESR

BREDN
VAT 8 E 2 W AR 1 R
& RARH 2 RAER
FERREE °

WEERATAZ(E
& EFt I EE10% (2012
F0%) NEEZ
F 25 M A58 R
#9739,000% JT(20124F ¢
119400078 70 ) + RBR %
EEBEREZNFEZ

& AIRAT A2 B%
EFRBR100(20124F |
10%) * AEBEZ H bz
ER A BEEHEIE 0, R
1> #914,2450007% 7£(2012
£ 1123590008 7T) * &
A EREZ AT
B -

FEmE
HRAXSE 5 REEETT
RNBEMARAR S REME
REMEENEME - &
KEAAZHNEREE
@B AR & B SRR
RINRZZESEENR
EfE -

(iv)

5. Financial Instruments (Continued)
Financial Risk Management Objectives and
Policies (Continued)

(b)

F-160

(iii)

(iv)

Other Price Risk

The Group is exposed to equity price risk through
its investments in listed equity securities and
unlisted investments in funds. The management
manages this exposure by maintaining a portfolio
of investments with different risks. The Group’s
other price risk is mainly concentrated on equity
instruments listed in the PRC and on fund
investment quoted by the financial institutions.

Sensitivity Analysis

The sensitivity analyses below have been
determined based on the exposure to equity price
risks at the reporting date.

If the prices of the respective equity instruments
had been 10% (2012: 10%) higher/lower, the
Group's profit for the year would increase/
decrease by approximately HK$739,000 (2012:
HK$1,194,000) as a result of the changes in fair
value of investments held for trading.

If the prices of respective equity instruments has
been 10% (2012: 10%) higher/lower, the Group's
other comprehensive income would increase/
decrease by approximately HK$14,245,000 (2012:
HK$12,359,000) as a result of the changes in fair
value of available-for-sale investment.

Credit Risk

The Group's maximum exposure to credit risk in
the event of the counterparties’ failure to perform
their obligations at the end of the reporting period
in relation to each class of recognised financial
assets is the carrying amount of those assets as
stated in the consolidated statement of financial
position.
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5. SmIA(E)
(b) ,?Jg;‘@ﬁ%ﬂiﬁ%&ﬁ%
(iv) 1EEERE(E)

AEEEERAREE
LIRS =TT
X5 o AEBNBEE
FAESNEERERS
MEFAZHEEERE
B Ubsh - AEEE
SEE R WA o

RAREEMEREE
(BEAERERRE
HR)FELXZEER
afE  AEREESH
o RERMAREMIE
ERBAER - LTyER R
HOBEBERIEEER
& MAKRERATS
H%EEENARD KR
RREmEREKRE
E3

AEETESEZETH
EERR - AEEITH
BEBRBRALAR
HIERRENEPHE
B o AEEMRITE
REFRNEREEZ
FREFRNEEXRE
SERENEEL K
-

A A B & A RS 3
RN HACE - HES
RN EBFRNRT
REBMEBNERIE
FEEXEERR

(v) REELEE
AEBFTEENRE
BeRMER - BERK
EREEHAEREE
I BB
EERME AR A 3
RES  AREHETS
SESTRVRE D © ASEEIEL
NRFEHEB AN EH
FEEE  BAERE
SHENEENE -

2013F F 5,
ARG EEIERER AR

5. Financial Instruments (Continued)
(b) Financial Risk Management Objectives and
Policies (Continued)

(iv)

(v)

F-161

Credit Risk (Continued)

The Group trades only with recognised,
creditworthy third parties. It is the Group's policy
that all customers who wish to trade on credit
terms are subject to credit verification procedures.
In addition, receivable balances are monitored on
an ongoing basis.

With respect to credit risk arising from the
other financial assets of the Group which
comprise cash and cash equivalents, the Group’s
exposure to credit risk arising from default of the
counterparties is limited as the counterparties
have good credit standing and the Group does
not expect to incur significant loss for unallocated
advances/deposits from these entities.

The Group has no significant concentrations of
credit risk. It has policies in place to ensure that
sales of goods are made to customers with an
appropriate credit history. The Group’s deposits
with bank and deposits placed with financial
institutions are placed in high quality financial
institutions without significant exposure to credit
risk.

The directors consider that there is no significant
credit risk in respect of the Group’s deposits
with banks and deposits placed with financial
institutions as the financial institutions have no
record of default payment.

Liquidity Risk

Prudent liquidity risk management implies
maintaining sufficient cash and marketable
securities, the availability of funding through an
adequate amount of committed credit facilities
and the ability to close out market positions. The
Group aims to maintain flexibility in funding by
keeping adequate facilities available.



5. SRIA(E)
(b) MBERBREEERRBE

5.  Financial Instruments (Continued)
(b) Financial Risk Management Objectives and

(&) Policies (Continued)

(v) nEBEZmEEE) (v) Liquidity Risk (Continued)
TREREEBRAR The table below analyses the Group's and the
AT R R A E N Company’s financial liabilities that will be settled

SEAME  WLIRRAR
R EIHAER - RIBH
HBEMRE=AHDIHA
O TRIBRES R HETT D AT
RAFPEBENEERE
HHEARFTROR SR
E-ARITENTEL
REXR - FiefE1218 A
MEER SRR S

on a net basis into relevant maturity groupings
based on the remaining period at the end of
the reporting period to the contractual maturity
date. The amounts disclosed in the table are the
contractual undiscounted cash flows. Balances due
within 12 months upon recognition equal their
carrying balances, as the impact of discounting is
not significant.

REBREE -
rEE The Group
2013 2013

BHREMERTE Trade and other payables
&8 Borrowings

2012

2012

ZHREMERNFIE Trade and other payables - 79171 - 79171 79171
&8 Borrowings 707 327,065 - 327,065 317,102
406,236 - 406,236 396,273
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5. Z@MTAE)
(b) %Zgi%lﬁl?ﬁ%ﬂﬁ%&ﬁ&ﬁ
(v) REBELEFE(E)

AT
2013

5.

Financial Instruments (Continued)
(b) Financial Risk Management Objectives and
Policies (Continued)
(v) Liquidity Risk (Continued)
The Company
2013

B 5 R E A FE(TFRIE Trade and other payables = 1,481 1,481
BBERES Financial guarantee contracts
(FtzE) (note) - 114,050 85
- 115,531 1,566
2012 2012

B 5 R E 58 Trade and other payables - 2,535 2535

FifaE
LRMBEERANBENEE
REERETREBRT &
RRRBL AR AR N2
EREBORS L - RER
EHROEL - ARRRBA
RIBL T RS - A
i S AT AR T 5 5 R
PRIR R B A AT BEVE T A PRk
& o e R E A AT BE 1 RIER
RINE 7T B R BT 5 FE IR
FRLBEEREBOATREE -

20135 &3}
AR5 EEIER AR AR

note:

The amounts included above for financial guarantee contracts
are the maximum amounts the Company could be forced to
settle under the arrangement for the full guaranteed amount if
that amount is claimed by the counterparty to the guarantee.
Based on expectations at the end of the reporting period, the
Company considers that it is more likely than not that such an
amount will not be payable under the arrangement. However,
this estimate is subject to change depending on the probability
of the counterparty claiming under the guarantee which is a
function of the likelihood that the financial receivables held by
the counterparty which are guaranteed suffer credit losses.
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5.

EMIA(E)

5. Financial Instruments (Continued)

(0 AFEFF= (c)  Fair Value Measurements
BT R B AR B This note provides information about how the Group
EEECHEERSHAEDN determines fair values of various financial assets and
NEERER - financial liabilities.
BEEMEREL L FE Fair Value of the Group's Financial Assets
ENFAEFLTHEER and Financial Liabilities that are Measured at
BE G A FE Fair Value on a Recurring Basis
rEER - eMEERSRB Some of the Group's financial assets and financial liabilities
BEREREPRIZA FE are measured at fair value at the end of each reporting
2 o TR BT Z period. The following table gives information about
EopmBEERERBENRT how the fair values of these financial assets and financial
BFRZMEANGERD liabilities are determined (in particular, the valuation
REBABIR) AR o technique(s) and inputs used).
R BN AFE
Fair value as at
HEBER
SREE 2013F12A318 2012612A31A DFERE TE@BARE
Valuation
31 December 31 December Fair value techniques and
Financial assets 2013 2012 hierarchy key inputs
1) FHEEEN BB IASD NEE Rk BB TIS PR
ELTHE SR FHRAES EIRAES BAE
BE(MRE26) 7,387,000 7T 3,252,000/ 7T
REA LA
FERAES
8,689,000/ 7T
Held for trading Listed equity Listed equity Level 1 Quoted bid prices in
non-derivative  securities securities an active market
financial assets  outside Hong in Hong Kong:
(Note 26) Kong: HK$3,252,000
HK$7,387,000 Outside
Hong Kong:
HK$8,689,000
2) EmAHE REPELASN B FSLASN EAR| BB TIS TR
®E(MiEE23)  LEHRAES EHRARES BAE
142,453,000/ 7T 123,586,00078 7T
Listed available- Listed equity Listed equity Level 1 Quoted bid prices
for-sale securities securities in an active market
investment outside Hong Kong: outside Hong Kong:
(Note 23) HK$142,453,000 HK$123,586,000

F-164

ANNUAL REPORT 2013
CENTURY SUNSHINE GROUP HOLDINGS LIMITED

111



112

5. SRTIAE)

(0 2DFEFEGE

5. Financial Instruments (Continued)
(c) Fair Value Measurements (Continued)

BDFMEFTAEE  Financial assets at
HERMEE fair value through
profit or loss
FHIEEERE Investments held for trading 7,387 7,387
ARLERE Available-for-sale
investment
FTRAES Listed equity securities 142,453 142,453
st Total 149,840 149,840

BATEAEE  Financial assets at
HNeEREE fair value through
profit or loss
FIEEERE Investments held for trading 11,941 11,941
AHEHERE Available-for-sale
investment
ETRAES Listed equity securities 123,586 123,586
- Total 135,527 135,527
MEFEATEEE B RE There were no transfers between Levels 1 and 2 in both
o HeEs - years.

2013 3R
ARG EEIER AR AR
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6.

EcRRERE
ﬁE@mE%ﬁEB$ RREAEE
BB LIEMAL ) - B AREAE

’rﬂzﬂxﬁ?ﬂ#\@ a’?& (] B 4 455 &
RERBIABEE SRR

RENE

RTHBXRABRERGEHE - ASEA
BEEHEBXNTRRNORSEE M
BRI EARE - BITHRE L
EEEABIEETS ©

HE20125128318 1IEEE - AR T
**ﬂﬁ% AIXBEREBFHFRPESHS
%%?Eﬁf,%a ’ \/,JEFE/%M%
RHEKRG 5 THEER
Sji ° EEEEFA$E§ZML§J§$
NHERHEEBEESFRPE(MBAE
FIORZHRERBHESER - 2%
WEBARR2012F 11 AKEE -

AEEMBEAABLRERALE
Ao I RE T RER AR
it H - R REEIINRS M Bk
MRA °

Capital Risk Management

The Group's objectives when managing capital are to safeguard
the Group's ability to continue as a going concern in order
to provide returns for shareholders and benefits for other
shareholders and to maintain an optimal capital structure to
reduce the cost of capital.

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

During the year ended 31 December 2012, several subsidiaries
of the Company are regulated by the Hong Kong Securities and
Futures Commission and are required to comply with certain
minimum capital requirements according to the Hong Kong
Securities and Futures Ordinance. Management monitors the
Group's liquid capital to ensure meet the minimum liquid capital
requirement in accordance with the Hong Kong Securities and
Futures (Financial Resources) Rules. These subsidiaries were
disposed in November 2012.

The Group monitors capital on the basis of the gearing ratio. This

ratio is calculated as total borrowings divided by total equity as
shown in the consolidated statement of financial position.
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6. XcREMEE(E) 6. Capital Risk Management (Continued)

HE2013F1N2A3NBLEFE - AEH During the year ended 31 December 2013, the Group's strategy,
HISRBSER A Z=2012F 12 A3 A LEFE which was unchanged from that of the year ended 31 December
EERERTE  SERNAGLRER 2012, is to maintain a gearing ratio within 30%. The gearing ratios
FE30% A © 720134 2012412431 H as at 31 December 2013 and 2012 were as follows:
HERBELEMT :

BEBE Total borrowings 301,076 317,102

T ARE Total equity 2,152,962 1,769,514

BERAEL R Gearing ratio 14.0% 17.9%

7. WA 7. Revenue

AEBETENRECEBEEMEL B The Group is principally engaged in magnesium product business,
EEREBRRMERES - AEER fertiliser business and metallurgical flux business. During the
REZ2012F12831HEFERE H year ended 31 December 2012, the Group disposed its financial
EHSRRBES - AEBIBFENRE services business. An analysis of the Group's revenue, for both
BRIEREEBRFARNZB/A DT continuing and discontinued operations, for the year is as follows:
T

BEREER Continuing operations

HESBEER Sales of magnesium products 547,366 379,932

SHE R EIRE R Sales of fertiliser products 1,028,068 802,464

SHES IR A B EE B Sales of metallurgical flux products 64,857 60,534

1,640,291 1,242,930
ERIEREER Discontinued operation
RESBRE Provision of financial services - 11,061

114 2013 3R
ARG EEIER AR AR
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2 EE R
AR RS BRI EAAA T
FHEN(EBEEARE)RELA
B S R - A EEREES
B R 95 B SRR T IR A 52D
mF

-  SEREERER
- BEEHEH
s e S
- TRRBEY

BE2012F 128318 ILEE - A&H
BHEHSBREEL -

BERAAKBEZAHESI AR T2
i o

DEBUA R EE
REBRAIHE DB IMAREES
T

EHZE2013F12A31BIEFE -

Segment Information

Information reported to the Company’s Chief Executive Officer,
being the chief operating decision maker, for the purposes of
resource allocation and assessment of segment performance
focuses on the operating divisions. The Group’s operating and
reportable segments under HKFRS 8 are therefore as follows:

- Magnesium product business
- Fertiliser business

- Metallurgical flux business

- Financial services business

During the year ended 31 December 2012, the Group disposed
its financial services business.

Information regarding the Group’s reportable segments is
presented below.

Segment Revenue and Results
The following is an analysis of the Group's revenue and results by
reportable segments.

For the year ended 31 December 2013:

HK$'000 HK$'000 HK$'000 HK$'000
PEHBA Segment revenue 547,366 1,028,068 76,149 1,651,583
AHEBA Inter-segment revenue = = (11,292) (11,292)
REMNFEEEMA Revenue from exteral customers 547,366 1,028,068 64,857 1,640,291
PHEE Segment results 183,219 245,791 9,318 438,328
EHRARKE Other income and gains 11,782
HR{THER Central administrative costs (57,080)
YBER Finance costs (21,441)
BETEHATRR Profit before income tax 371,589
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8. SEER(E) Segment Information (Continued)

DEUA R HELE (E) Segment Revenue and Results (Continued)

HZE2012F12A3181EFE - For the year ended 31 December 2012:
AEHRA Segment revenue 379932 802464 63,132 145528 11,103 1256631
GEIEEON Inter-segment revenue - - 2599) 2599 )] (2640)
RESNDERHMA  Revenue from external customers 379932 802464 60534 124930 11,061 1253991
PHEE Segment results 125013 148637 9398 283,48 (6142) 277,106
EMA R Other income and qains 13472 7772 21244
HRTHER Central administrative costs (48,084) (13,060) (61,144)
HEER Finance costs (20363) = (20363)
B FEHATER,/(B8)  Profit/(oss) before income tax 28273 (11430) 216843

EXZ2HZ25HBBA - TIREFINBE Segment revenue reported above represents revenue generated

FHREAZHBA - 2EERZHER from external customers. Inter-segment transactions are entered

FEAELTN o into at arm'’s length.

ARED B2 ETERARNEE S5 The accounting policies of the reportable segments are the same

BURMR o D EPE BN E S B as the Group's accounting policies. Segment results represent

RITHRER(BEESHH - Hilk the results from each segment without allocation of central

AR BEERARAE/RAYS) administrative costs including directors’ emoluments, other

BERTEDIWZEE - WABREEE income and gains, finance costs and income tax expense. This is

ERORERE AR EFARE R R TS the measure reported to the chief operating decision maker for

PERBZFA ° the purposes of resource allocation and assessment of segment

performance.
20135FF
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Segment Information (Continued)

Segment Assets and Liabilities

R2O03ENANN B DS EERAR The segment assets and liabilities as at 31 December 2013
MEBZZBAILFEERTRESLZE and capital expenditure for the year then ended by reportable
AETWOTF : segments are as follows:
BELERK
Continuing operations
EEREERFE RREAXRE  RARERY ARET OB &t
Magnesium Metallurgical
product Fertiliser flux Total
business business business segments  Unallocated Total
TET TAT TAT TAT THT THT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
PHEE Segment assets 941,909 442,308 726,383 2,110,600 729,622 2,840,222
PHEE Segment liabilities 160,757 202,445 209,819 573,021 114,239 687,260
REJRBEE  Additions to non-current
assets 307,484 57,740 47,843 413,067 1,981 415,048
R2012F12A3B 2R HEERAE The segment assets and liabilities as at 31 December 2012
MEBEZEZAILFERAREDH2E and capital expenditure for the year then ended by reportable
AT : segments are as follows:
FEOEER BRILEERH
Discontinued
Continuing operations operation
cBEERER REEMER REGHEB  cRRBER AR AP A5t
Magnesium Metallurgical Finanial
product Fertiliser flux services Total
bg}nﬁeis bg’\nﬁeﬁs bg%eis bug%eis Seg%n}%nls UnaII:(JFga%te_(i #go@l
BT BT BT BT BT BT BT
HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000
NHEE Segment assets 560,685 315,262 680719 - 1556666 806772 2363438
PHERE Seqment liabilities 87,967 146,589 144511 - 379067 214857 593,924
REXERHEE  Additonsto
non-current assets 259,189 97,347 5269 45 361,850 13,555 375405
ﬁgﬁ%%ﬁ%ﬁﬁiﬁ&%%%ﬁﬁaﬁﬁﬁa For the purposes of monitoring segment performance and
BRZ B allocating resources between segments:
_ 0% « 4E T < 4R7T
p
%iﬁﬁi'f%% Fﬁ/ﬁﬁ RIT - all assets are allocated to reportable segments other
7 Ae REFREIEE M than investment properties, intangible assets, deposits
e NG S yes prop . g , dep
<\@¢$1 H}Eﬁ HE E%@ with banks, cash and cash equivalents and other assets
% Jﬁ%&ﬁxﬁﬂ%ﬁE@”y@ for corporate use which including property, plant and
IEML‘ P EED D L2 R equipment and other receivables; and
EE K&
- BoxmazBaREMERN - all liabilities are allocated to reportable segments other
%E?“\\ﬁﬁ TRREESEREA than borrowings for corporate use and other payables.
= 7] ab °
EARYT BIEHYE - BEMREN Capital expenditure comprises additions to property, plant and
ANE - XNEAMHERIRMBEY equipment, payment for acquisition of patents and deposits for
% - B KR REOIES (20126 - K& acquisition of property, plant and equipment (2012: additions
LIESNE/ESS @%&Eﬁfﬁﬁ'\]%ﬁﬁ_} ® to investment properties and property, plant and equipment).
BREETYE  BERIBIERITR Except for the additions to certain property, plant and equipment
RERNEIN  IBEARAIZHESER for administrative purposes, all the capital expenditure was
DEL © allocated to segments.
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8. EERE) 8. Segment Information (Continued)
Hith & H Other Segment Information
REZE2013F12A318LFE : For the year ended 31 December 2013:
W% - BERAREAN  Depredation of popery, plant and
RENENE equipment and investrnent properties 9,183 36,960 9,484 3911 59,538
THERE FRER  Amotisation of land use rights,
BEERH mining rights and intangble assets 1,984 358 13,282 184 15,808
ENE - 5 RARER (Gain)/loss on disposal of property,
(%) /Bi8 plant and equipment (102) = 274 82 254
BIEEERENDEBR Realised and unvealised loss on investments
*EEER held for trading - = = 1313 1,313
FERER Income tax expense 37,931 55,870 502 113 94,456
REZ2012F 128318 1EFE : For the year ended 31 December 2012:
% BERAEN  Depreciation of property, plant and
RENENE equipment and investment properties 5910 3703 6,69 46 3,05 4994
THERIE  RRER  Amortisaion of and use rghts
EVAESR mining rights and intangible assets 1647 360 13532 5 181 15,774
HENE  BER (Gain)/loss on disposal of property,
it (kit) /BB plantand equipment - 138 22) 3 = 119
FEMREMREMA Interest income from
held-to-maturity investment - - - (697) - (697)
BEEERENFISRA Interest income from investments
held for trading - - - (1119 - (1119
REEERENEETR  Realised and unrealised
FERME gain on investments held for trading = - - (3222) (1457) (679)
REAR Allowance for doubtful debs - - - 73 131 1,94
FrERR Income tax expense 26638 0200 1126 275 - 48259
2013FF 3R

AL R B A R A F]
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HE2013F12A31 B IEFE
For the year ended 31 December 2013

8.

DEER (E) 8. Segment Information (Continued)
FTEERRBRBEHBA Revenue from Major Products and Services
AEBFEERRRBEOWALT The Group’s revenue from its major products and services were as
follows:
2013 2012
FTET FAT
HK$’000 HK$'000
BEREER Continuing operations
SEBEER Magnesium products:
mtEe® Rare earth magnesium alloys 358,975 196,317
EMEER Basic magnesium products 166,162 167,634
Hity Others 22,229 15,981
547,366 379,932
BEEHER Fertilisers products:
B&COR)FEER Compound fertilisers 749,916 614,400
E A EEER Organic fertilisers 275,468 174,452
EHth Others 2,684 13,612
1,028,068 802,464
JoR 81 A T 2 Metallurgical flux products 64,857 60,534
1,640,291 1,242,930
BRI Discontinued operation
SRR Financial services - 11,061
1,640,291 1,253,991
HEEE Geographical Information

RARAEENEBEHUATEF
B WEAREEZINEEPBRATRR

R EA - L 2P E A
¥ o

TEEFEHR

A& E20134F K20124F12A318 1k
FEWESEMNE-—FFEZHEBRRA
ANEBMBEU A Z210% » A I I 5 7Y

TEFFNERZD -

Information about Major Customers

No information about major customers is presented as no single
customer contributed over 10% of the total revenue of the Group
during the years ended 31 December 2013 and 2012.
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No geographical information is presented as all of the Group’s
businesses are carried out in the PRC/Hong Kong and the Group’s
revenue from external customers is in the PRC/Hong Kong.
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9. HMBWARKGE

9. Other Income and Gains

BEREER Continuing operations
HaBA Rental income 5,241 4633
FEWA - Interest income:

—RITIFIK — bank deposits 5,157 6,104
3SR ON Dividend income 417 411
BB Sundry income 967 867

11,782 12,015
BRIEEEER Discontinued operation
NN Interest income:

—RITER — bank deposits - 7

—REIHZRE — held-to-maturity investment - 697

—RBEEERE — investments held for trading - 1,119

—itER — custodian - 276

—REERE — margin - 44
A& B A Dividend income - 282
BEEWE S Reversal of impairment loss on

FOERE trade receivables - 2,068
BIEEERER Realised gain on investments held for

B # R e trading - 1177
BIEEERERN Unrealised gain on investments held for

RELR YR trading - 2,045
FETEIA Sundry income - 57

= 7,772
10. HMKEH 10. Finance Costs
HEREEK Continuing operations
BARSFNEHEREZ Interest on borrowings wholly

BEEHNFE repayable within 5 years 21,441 20,363

20135FF#H
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11.

FriS®ipa 2
NiEeRERE2EKERAH
B (GEA)BPTS TR S BiRasE

Income Tax Expense

The amount of income tax expense charged/(credited) to the
consolidated statement of profit or loss and other comprehensive
income represents:

ENERTE Current tax
—BENEH - Hong Kong Profits Tax = - - (12) - 12)
—HREMEMEH - PRC Enterprise Income Tax 97,562 50,847 - 12 97,562 50,859
EREBA Deferred taxation (3,106) (2:863) - 275 (3,106) (2,588)
94,456 47,984 = 275 94,456 48,259
(a) ??ﬁﬂ/%ﬁ \ (@) Hong Kong Profits Tax
§7§ﬂ1&$}175?§§i§2013¢§2 Hong Kong Profits Tax is calculated at 16.5% on the
2012@]3)5]31 ElJJ;*T}EZﬁE‘l‘ estimated assessable profits for the years ended 31
FERTUEFI 2 16.5%51 & o December 2013 and 2012.
(b) “Fﬁ#ﬁﬁ %\,ﬁ \ (b) The PRC Enterprise Income Tax
B R PTIS B T IR B E2013 The PRC Enterprise Income Tax is calculated at 25% on
FR0DFNAJNBILEFEZ the estimated assessable profits arising in the PRC for the

R DR 2 25%5 1T ©

years ended 31 December 2013 and 2012.
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HE2013F12A31B EFE
For the year ended 31 December 2013

11.

Fri& %< ()
(€ BIFEHR

11. Income Tax Expense (Continued)
(c) Overseas Income Tax

KRB DBEREHSARE The Company was incorporated in the Cayman Islands
RRESHSTMKLRERR as an exempted company with limited liability under
BRAR - WIR L ERR R R the Companies Law of Cayman Islands and, accordingly,
FHEMBMEN - RRARNHE is exempted from Cayman Islands income tax. The
BREZEEKR 2B AT Company's subsidiaries established in the British Virgin
RERBREXHSEEEER Islands were incorporated under the International
BRATEMA S - WHEER R Business Companies Act of the British Virgin Islands and,
REELEHBSMER are exempted from British Virgin Islands income tax.

IR B HYBR BT 15 B AT Ve R £ A The tax on the Group's profit before income tax differs
B b 2E A IR A Y R 05905 T B from the theoretical amount that would arise using a
HIERmEBFEMERIAT tax rate of 25%, the standard income tax rate of the PRC

enterprises, as follows:

2013 2012
FTER FTAT
HK$’000 % HK$'000 %
BETSRALER(E518)  Profit/(loss) before income tax
— B ~ Continuing operations 371,589 228,273
—BRIEEEER - Discontinued operation - (11,430)
371,589 216,843

ZEAME R E25%
(20124 = 25%)

Tax charge at applicable
income tax rate of 25%

SEMBES S (2012: 25%) 92,897 25.0 54211 250
REMAEEREEH Effect of different tax rates
Bt /8 2 =) ) R o of subsidiaries operating
e in other jurisdictions (5,385) (1.4) (6,165) (28)
BARBAIAZ Tax effect of income not
Bz e taxable for tax purpose (6,576) (1.8) (8,159) (3.8)
A2 BIERY 2 Taxeffect of expenses not
Bz e deductible for tax purpose 15,001 4.0 15,454 7.1
SR BRE R Over-provision of tax in
prior year (139) 0.0 (4,625) .1
AL RERZ Utilisation of previous
TisEE unrecognised tax losses (6,104) (1.6) (10,114) 4.7)
BEHER 7 HEHHIBEE  Tax effect of estimated tax
SR 2 losses not recognised 4,762 1.2 7,657 35
FrERmx Income tax expense 94,456 25.4 48,259 222

122 2013F F 5,
ARG EEIERER AR
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HZE2013F12A318 ILFE
For the year ended 31 December 2013

1. PSP (&) 11. Income Tax Expense (Continued)
2013128318 NEBKRERH As at 31 December 2013, the Group has unrecognised tax losses
15 & 18 £0101,141 ooo,% TL(20124F ¢ of approximately HK$101,141,000 (2012: HK$108,377,000), which
108,377,000 7T ) 7 £ #8 LA 3K 88 R 2R f& can be carried forward to offset future taxable profit. Tax losses
AR R o ,.576,772,000/%7n(2012¢ : of approximately HK$76,772,000 (2012: HK$60,429,000) will expire
60,429,000/ 7T ) 2 FAIE S B B Bl after five years from the year of assessment they relate to while
EEBAZTGFEERTRAFRTE tax losses of approximately HK$24,369,000 (2012: HK$47,948,000)
M #924,369,0007 7T (20124F : 47,948,000 can be carried forward indefinitely. The deferred tax benefit of
@TE)Z?EIEJ%T 8 Bl AT F LA SR PR HA 45 such tax losses has not been recognised as it is not considered
o AR R BRBRZERTRN RS probable that future taxable profit will be available to utilise the
AIRE G HRE A TRIEEBLEE - & unused tax losses.
ZERIBEBE 2 BIER AW I R
R o
12. FREF 12. Profit for the Year
BECBERE2FREMNENR, Profit for the year from continuing operations has been arrived at
(H2)TIER : after charging/(crediting):
2013 2012
FTEx FET
HK$’000 HK$'000
IERF® Wages and salaries 70,713 54,512
RFEENES 2 BIRE Share options granted to directors and
employees 4,760 1,819
B FRIRETE Payment to defined contribution
retirement plans 1,749 1,594
8 TRA Total staff costs

(BREESEHEMH) (including directors’ emoluments) 77,222 57,925
= E R Auditors’ remuneration 1,024 1,350
e M Depreciation and amortisation 75,346 65,236
HEME  BER Loss on disposal of property,

RIFZ R plant and equipment 254 116
BEEERENCEIRWE  Realised gain on investments held for trading (214) (64)
BHEBERENABIEEIE  Unrealised loss/(gain) on investments

(Ugz) held for trading 1,527 (1,393)
FERKAER AT H Cost of inventories recognised as an expense 1,014,389 785,576
T RIEF Operating lease rentals in respect of

mERNMES land and buildings 2,458 2,070

DRIEEEEB 2 ERNEERESHBRT Loss for the year from discontinued operation has been arrived at
BB : after charging:
2013 2012
FET FHET
HK$’000 HK$'000
1% 5 A 357 B Auditors’ remuneration - _
T R B 5 Depreciation and amortisation - 480
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NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A31B EFE
For the year ended 31 December 2013

12. FREMNE) 12. Profit for the Year (Continued)
B & note:
(@) REFR B RSEGIRTRE - AEEAHEFAR (@) As stipulated by rules and regulations in the PRC, the Group contributes
& B M — I8 B IR & i i R IR ET 24 to a state-sponsored retirement plan for its employees in the PRC, which
o A EIBN EREERAE - RiRE is a defined contribution plan. The Group contributes approximately
WEAORE  AEEREEFSH 14% of the employees’ salary as specified by the local government, and
14%mZ T EIMR - W AREE MR the Group has no future obligations for the actual payment of pensions
SN AEERERGRERINEEZSN or postretirement benefits beyond the annual contributions. The state-
RKBERHZEM - ZBHBAEHH sponsored retirement plan is responsible for the entire pension obligations
BRAGTEEERKEEN 2 HBEESE to retired employees.
ffe
AEEERHAEEEELTHFRERG The Group has arranged for its Hong Kong employees to join the MPF
- gERFTEBRERENE - & Scheme, a defined contribution scheme managed by an independent
BIUETAEE - RERHEE - K trustee. Under the MPF Scheme, each of the Group and its Hong Kong
SELHEEBEEASAREBEREIER employees makes monthly contributions to the scheme at 5% of the
TE& G0 E B WA Z25%k A Mt employees’ earnings as defined under the Mandatory Provident Fund
B - B2012F6 A1BE - AEER legislation. Since 1 June 2012, both the Group’s and the employees’
EBEHERZ ERABEA1,25087T ° contributions are subject to a cap of HK$1,250 per month.
HZEZ0B3FRANALEFE A5 H During the year ended 31 December 2013, the aggregate amount of
M bt e s B RN the Group’s contributions to the aforementioned pension schemes was
1,749,000 7T(20124F : 1,594,000 )e approximately HK$1,749,000 (2012: HK$1,594,000). As at 31 December
H20135F 12318 - REE W MmEF# 2013, the Group was not entitled to any forfeited contributions to reduce
B AL U SEFRAT A HIR A 75 42 8 K 2R the Group's future contributions (2012: HK$Nil).
MR (20126 - THT)
13. EE - FETHABR{EESH 13. Directors’, Chief Executives’ and Employees’
MEEEHMAL Emoluments and Individuals with Highest
Emoluments
(a) EEHMH (a) Directors’ Emoluments
HZE2013F12A31BEFES The emoluments of each director for the year ended 31
EREHMEIINT - December 2013 is set below:
Rpazs :
ne e  ARER  GHEEX &t
Employer’s
contribution
Share  to pension
i Name of director Fees Salaries options scheme Total
TET TEL TER TER TR
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
HTEERTHASR Executive director and CEO
BXE Chi Wen Fu - 1,108 124 15 1,247
HiTES Executive directors
g7 Shum Sai Chit - 560 93 15 668
PLEPS Chi Bi Fen - 560 93 15 668
BEN Yang Yuchuan' - 325 - 8 333
FUTES Non-executive director
HEE Guo Mengyong 33 - 30 - 63
BUFHITES Independent non-executive directors
BAx Kwong Ping Man 73 - 30 - 103
BR# Liu Hoi Keung 53 - 30 - 83
B Sheng Hong 33 - 30 - 63
192 2,553 430 53 3,228
! R2013F7 A1 BEZE ! Appointed on 1 July 2013
2013543
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13. EE -FETHAER{ESEH 13. Directors’, Chief Executives’ and Employees’

BB E A+ (&) Emoluments and Individuals with Highest
Emoluments (Continued)
(a) EBHM(E) (a) Directors’ Emoluments (Continued)
HZE201NFN2ANBLEFES The emoluments of each director for the year ended 31
ERZHMEIINT December 2012 is set below:

E

BXE Chi Wen Fu - 884 218 14 1116

HITESR Executive directors

g3 Shum Sai Chit - 455 163 14 632

HES Chi Bi Fen = 455 163 3 621

FUTEE Non-executive director

P& Guo Mengyong 30 - 55 = 85

BIFYTES Independent non-executive directors

Bm Kwong Ping Man 70 = 55 - 125

BH® Liu Hoi Keung 50 = 55 S 105

Bt Sheng Hong 30 - 55 = 85
180 1,794 764 31 2,769
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NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A31B EFE
For the year ended 31 December 2013

13. BE - TETHRABR{EEH 13. Directors’, Chief Executives’ and Employees’

B & S B A+ (48) Emoluments and Individuals with Highest

Emoluments (Continued)

(b) SUBEHFMAL (b) Five Highest Paid Individuals
RER - KNE&E B i = & The five individuals whose emoluments were the highest
AT BFEIRI(20126F 1 161 ) 2 in the Group for the year included 3 (2012: 1) directors of
NAES FHEZEMEeN D the Company whose directors’ emoluments are disclosed
WER EXKE - FRENT in the above analysis. The emoluments payable to the
R 2262 (20124F ¢ 4fi ) A+ rest 2 (2012: 4) individuals during the year are as follows:
ZEEmT

2013 2012
THET FHET
HK$’000 HKS$'000
HEAHE - BIRE - Basic salaries, share options,
HAb2R R EYF= other allowances and benefits in kind 1,762 10,619
BRAREBR—T8 Pension costs-defined contribution plan
G2 30 43
1,792 10,662
22017 (20124F © 407 ) 5 = 7 A The emoluments of the 2 (2012: 4) individuals with the
ATHIE BB T &8 - highest emoluments are within the following bands:
AH
Number of individuals
2013 2012
Z%1,000,000/ 7T Nil = HK$1,000,000 2 1
1,000,001/ 878 22,000,000/ 7  HK$1,000,001 - HK$2,000,000 = 2
2,000,001 023,000,000/ 7 HK$2,000,001 - HK$3,000,000 - -
3,000,001 024,000,000/ 7 HK$3,000,001 - HK$4,000,000 - -
4,000,001 025,000,000/ 7C  HK$4,000,001 - HK$5,000,000 - -
5,000,001 706,000,000/ 7T HK$5,000,001 - HK$6,000,000 - -
6,000,001/ 027,000,000/ 70 HK$6,000,001 — HK$7,000,000 - 1
2 4

() & =2013%F K2012912831H ()  During the years ended 31 December 2013 and 2012,
WEFE - ANEB IR A no emoluments were paid by the Group to any of the
NEIEFE RSN &AL directors of the Company and the five highest paid
S ERMARER SN individuals as an inducement to join or upon joining the
AREE R 2R - KEREE Group, or as compensation for loss of office.

HAmIE -

(d) & Z=2013%F Kk2012412A31H (d) During the years ended 31 December 2013 and 2012,
IEFE IR TFEA— (=K emoluments paid by the Group to any of the senior
BERE BN 2 €6k - management all are within the band: Nil — HK$1,000,000.
Z % 1,000,000/ 7T ©

20135FF 3,
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For the year ended 31 December 2013

14. R IR TR

‘Eézo 2F11A298 » ARRIZEH B
AR BEERRHRER A A E—
BEBYE=AIVEEHHALERS
HEXERIZRER AR REKBA
Al 2R AR - RS RER2013
F2H26H EE A73,141,987%8 7T »
EEEN BRI 7EE -

E,%%JH«‘%%%“ZJ%TEEE(‘# &iEa
REMZHRGEREEARERER
AfR - HEEIINT

14.

Discontinued Operation

On 29 November 2012, Century Sunshine Ecological Technology
Limited, a wholly-owned subsidiary of the Company, entered into
a sale and purchase agreement with an independent third party
to dispose of 100% equity interest in Sunshine Partners Financial
Holdings Limited and its subsidiaries, for a consideration as
determined on 26 February 2013 at HK$73,141,987. Details of the
disposal are disclosed in Note 37.

The loss from the discontinued operation which has been
included in the consolidated statements of profit or loss and
other comprehensive income and consolidated statements of
cash flows are set out below:

2012
FHT
HKS$'000
ERLEREXER 2 BRES Loss for the period from discontinued operation
A Revenue 11,061
H AU A R dizs Other income and gains 7,772
53 Expenses (28,299)
KR Fr{S B AT ES1E Loss before income tax (9,466)
Fr8#imAx Income tax expense (275)
(9,741)
HEEKER Loss on disposal of operation (1,964)
BRI EER 2 AN Loss for the period from discontinued
[E518 operation (11,705)
TEIA TG EBARETE Loss for the period attributable to:
KRR A Owners of the Company (8373)
PR = Non-controlling interests (3,332)
(11,705)
CRIEREERCHERE Cash flows from discontinued operation
KETEBRELA RS Net cash outflows from
A EE operating activities (12,924)
BRETBAEEZRSE Net cash inflows from
MAFR investing activities 10,072
BEFHMEE RS Net cash inflows from
MAEEE financing activities 4,940
REMAFE Net cash inflows 2,088
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HE2013F12A31B EFE
For the year ended 31 December 2013

15. BE 15. Dividend
2013 2012
FExT FAT
HK$’000 HK$'000
PR AR B FIRE@MAX  Proposed final dividend of 2.00 HK cents
2,007l (2012: 1.03 HK cents) per ordinary share
(20124F : 1.03%4L) 55,115 26,207
BERAKEEFRERELARQAE The proposed final dividend is to be approved by the
2014FE4 828 BT 7 IR BRBAFE RS shareholders at the annual general meeting of the Company
([2014FRFBEF ARG |) E#EAE - B to be held on 28 April 2014 (“2014 AGM"). Shareholders will be
B8 AT 1B DT R (D B9 2 R U B R B given the option to receive the final dividend in new shares in
BEEUREIES - ZUARRELHEE lieu of cash. This scrip dividend arrangement is subject to: (1) the
F o R014FERFBRERES L approval of proposed final dividend at 2014 AGM; and (2) the
BERAERE - KRBT ERE Stock Exchange granting the listing of and permission to deal
AR B L HES FERIT 23R £ in the new shares to be issued pursuant thereto. These financial
LEE - EHBERRL T R statements do not reflect this dividend payable.
FERARE. ©
2013 2012
FEx FAT
HK$’000 HK$'000
FRNEREDIRAME © Dividend recognised as distribution
during the year:
20129 R MIRMTHIAREE 2012 final dividend declared and
BERE @038l paid 1.03 HK cents (2011: 0.35 HK
(20114 : 0.35784L) cents) per ordinary share 26,280 9,026
7201354 8 » 7,100,000% & 15 B 17 1E In April 2013, 7,100,000 shares were issued pursuant to the
FERRRE T 31T - WL D R REIZR 20124 exercise of share options before the record date of the fina
12A318 L FE 2 RH B2 8% B & dividend for the year ended 31 December 2012, i.e. 21 May
(BP201365A218) « Bt - RIS 2K 2013. As such, final dividend paid was more than the proposed
BB ZRE E2012F128318 LEF dividend for the year ended 31 December 2012.
EHRRRE ©
16. SREF 16. Earnings Per Share
(@) EX (a) Basic
EREARHZIRIER D T Basic earnings per share is calculated by dividing the
NUETN % profit attributable to owners of the Company by the
Ej};gg‘ﬁ’ﬁﬁj” ﬁ%l«/iﬁkmeﬁx weighted average number of ordinary shares in issue
TEBRMETHEEE - during the year.
2013543
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HZE2013F12A31B ILFE
For the year ended 31 December 2013

16.

BREN(E) 16. Earnings Per Share (Continued)
(@) EX(GE) (a) Basic (Continued)
BEREBARILBEER Continuing and Discontinued Operations
2013 2012
RNBEA ARMEEF]  Profit attributable to owners of
(F%T) the Company (HK$'000) 230,215 130,312
BEITE @R IEF S Weighted average number of
(F8) ordinary shares in issue ('000) 2,570,488 2,564,779
BREKRRBF Basic earnings per share
(F&ANL) (HK cents per share) 8.96 5.08
ISR Continuing Operations
2013 2012
RABEE AEESF  Profit attributable to owners of
(F%&7T) the Company (HK$'000) 230,215 138,685
BEITEBARINE T2 Weighted average number of
(F1R) ordinary shares in issue (‘000) 2,570,488 2,564,779
BRERAT Basic earnings per share
(BF&AAL) (HK cents per share) 8.96 541
EBARIEAREER Discontinued Operation
2013 2012
NATHEA AFEIGEIE  Loss attributable to owners of
(F#7T) the Company (HK$'000) - (8373)
BEITE B INETHE  Weighted average number of
(Fm) ordinary shares in issue ('000) 2,570,488 2,564,779
BREARERE Basic loss per share
(Fp&AN) (HK cents per share) = 033
(b) #E (b) Diluted

SREBRMNRRRERAE
EEEEELBRE  URHEE
BT BAINE PG E
AARAF—REELEE LR
B : BEASHE o SLEBREM =
AN B 18 R 1T B A4 B
ZRBREERE SHEEEA
FEUARR R FAZ G F
BHIGEEREE)ERANK
BB - R EXAEFERR
N8R - BERTERRER
FREETTEV D 8RB fE—LL#R

F-182

Diluted earnings per share is calculated by adjusting
the weighted average number of ordinary shares
outstanding to assume conversion of all dilutive potential
ordinary shares. The Company has one category of
dilutive potential ordinary shares: share options. For the
share options, a calculation is done to determine the
number of shares that could have been acquired at fair
value (determined as the average market price of the
Company's shares during the year) based on the monetary
value of the subscription rights attached to outstanding
share options. The number of shares calculated as above
is compared with the number of shares that would have
been issued assuming the exercise of the share options.
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HE2013F12A31B EFE
For the year ended 31 December 2013

16. BREBF(E) 16. Earnings Per Share (Continued)
(b) #EE) (b) Diluted (Continued)
2013
KANREA AEMEEF  Profit attributable to owners of the Company
(F#T) (HK$'000) 230,215
BT BRINEF 8 Weighted average number of ordinary shares in issue
(Fh) ('000) 2,570,488
TR EH A (FA%) Adjustment for share options ('000) 78,849
GREERN ML ®AX  Weighted average number of ordinary shares for
i E(FRR) diluted earnings per share (‘000) 2,649,337
G EERN (FRAEN) Diluted earnings per share (HK cents per share) 8.69
BZE2012F12A31BIEFE - For the year ended 31 December 2012, the Company’s
AR BB 8 R 1T B AR A outstanding share options were not included in the
B REEURE - AR FHY calculation of diluted earnings per share because the
RITEEBIREN R ES ATR effects of the Company’s outstanding share options were
EaRAEEtER - anti-dilutive.
17. THiERE 17. Land Use Rights
IREBR T i R 2 S HR TR A The Group's interests in land use rights represent prepaid
KEBRENR HEmFES TN operating lease payments and their net carrying values are
ik analysed as follows:
2013 2012
FHET FIT
HK$'000 HK$'000
ERE - BIEKEREAR 0 Inthe PRC held on:

R EAFE 4 Medium term leases 151,488 150,474
mBEE Current assets 3,485 3,385
ERBEE Non-current assets 148,003 147,089

151,488 150,474
M2013F 128318 ' REEAL As at 31 December 2013, land use rights with a carrying amount
146,815,000 7T(20124F 145,806,000 of approximately HK$146,815,000 (2012: HK$145,806,000) have

BIL) 2 LM REEIERRITIEE been pledged to secure bank borrowings (Note 30).
2R (MiFE30) -

130 2013F F 5,
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18. Y% - - MERRZHE 18. Property, Plant and Equipment
(a) &K% (@) The Group

A cosT
R0F1A1R Asat 1 January 2012 143314 316 220000 7939 7506 1028 77763 480,666
RE Additions 1374 = 153501 114 = = 213406 375405
g Transfers 124 - 66,715 - - - (66,839) -
E2ERENZ Transfers to investment properties

(Hfz19) (Note 19) - - - - - - (355) (355)
bk Disposals = = @m) (86) = (177) = (3030)
HERBAF Disposal of subsidares - (566) - (1,12) - - - (1678)
ERBE Exchange alignment 2814 9 679 164 125 17 2955 1329
R1212A31R Asat 31 December 2012

R0iEI1RIR and 1 January 2013 153626 2978 444236 8029 7631 868 203733 841,101
HE Additions - 848 12246 251 3190 - 332330 348,865

Transfers 5260 - 4575 - - - (50979) -
e Disposals - (33) (226) = (972) = = (152)
ERBE Exchange alignment 4715 678 14561 3 266 % 12610 33,094
#2013F128318  Asat 31 December 2013 163,601 24181 516,532 8,518 10,115 894 497,698 1,221,539
ZiHTBERBE  Accumulated depreciation and
impairment

R012E1818 Asat 1 January 2012 36358 2,707 106,012 5036 4511 205 - 174829
FhiTE Charge for the year 2918 158 410 1677 1040 17 - 47087
HERHE Eliminated on disposal = = (2570) 76) - 67 = 2683)
HEHBAF Disposal of subsidiaries - (315) - (683) - - - (1,000
ERBE Eichange aignment 76 9 2467 118 8 6 - 3808
R01EANER  Asat 31 December 2012

03F1A1A and 1 January 2013 40002 2978 147,030 6,070 5634 347 - 220061
FhiTE Charge for the year 3063 268 51,109 1,085 930 175 - 56630
HERHE Eliminated on disposal - (33) @) - (724) - - (1068)
ER A% Exchange alignment 1,266 678 5,561 204 146 14 - 7869
120135128318 Asat 31 December 2013 44331 23,601 203,679 7,359 5,986 536 - 285,492
REFE Net carrying values
R201312831A  Asat 31 December 2013 119,270 580 312,853 1,159 4129 358 497,698 936,047
R012E128318  Asat 31 December 2012 113624 = 297,206 1959 1997 521 203733 619,040
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18. ¥ - BWEKZE(E) 18. Property, Plant and Equipment (Continued)
(@) AEBE(E) (a) The Group (Continued)
PEE - notes:
[0} ZERFANDE - [0} The buildings are situated in the PRC.
(i) H2013F K20125F12A31R 1 (i) No interest was capitalised and included in construction-in-
ERSWENERETAERT progress as at 31 December 2013 and 2012. An analysis of
BA- AREEIRZAM0 construction-in-progress is as follows:
T
B3 Buildings 137,447 93,241
BE ks Plant and machinery 360,251 110,492
497,698 203,733
(iif) M2013F 128318 B @ A (iii) As at 31 December 2013, buildings and plant and machinery

JB#9165,546,00078 75 (20124F
1684140008 7T) 2 F » BB
KRB BEIERRITEE ZIER
(Ht3E30) ©

20135 3R
AL RS R A R A )

with a carrying amount of approximately HK$165,546,000 (2012:
HK$168,414,000) have been pledged to secure bank borrowings
(Note 30).
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18. Y% - MERRE(E) 18.

(b) A2RFH

Property, Plant and Equipment (Continued)
(b) The Company

D% Cost
201241818 As at 1 January 2012 33 927 = 1,250
RE Additions - - 125 125
#2012%12831A K As at 31 December 2012

20131818 and 1 January 2013 323 927 125 1,375
RE Additions 848 - 181 1,029
HE Disposals (323) - - (323)
72013128318  As at 31 December 2013 848 927 306 2,081
REE Accumulated depreciation
R201251818 As at 1 January 2012 33 657 - 980
FRHE Charge for the year - 191 38 229
M20129F128318  Asat 31 December 2012 and

Ro013F1A18 1 January 2013 323 848 38 1,209
HE R Eliminated on disposal (323) - - (323)
FRHE Charge for the year 268 79 4 388
72013128318  As at 31 December 2013 268 927 79 1,274
BREFE Net carrying values
20135124310  As at 31 December 2013 580 - 227 807
M20126128318  Asat 31 December 2012 = 79 87 166
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NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A318 [LFE
For the year ended 31 December 2013

18. Y% - BEKRE(E)

RAFEZME  BERREZER

18. Property, Plant and Equipment (Continued)
The useful lives of property, plant and equipment adopted for the

FHIMOT - current year are as follows:

—1&F HEHR - Buildings Over the lease terms

—MEEE PELES — Leasehold improvements 2 to 5 years

— i R B3 5E254F - Plant and machinery 5 to 25 years

—ERERAERE 5F — Furniture and office equipment 5 years

—AE 5% - Motor vehicles 5 years

— A 5% - Ship 5 years

19. BEYE 19. Investment Properties
FHET
HK$'000

R Cost
201291 818 As at 1 January 2012 136,849
EREAERETR(MzE18) Transfer from construction-in-progress (Note 18) 23,552
FE 5 % Exchange alignment 2,884
72012412 A31H &2013F1A1H As at 31 December 2012 and 1 January 2013 163,285
RS Exchange alignment 4,884
®2013%F12A31H As at 31 December 2013 168,169
RAitineE Accumulated depreciation
201291 A18 As at 1 January 2012 19,910
FARE Charge for the year 2,855
[ H, =& Exchange alignment 412
2012124318 Kk2013F1H1H As at 31 December 2012 and 1 January 2013 23,177
FARNE Charge for the year 2,908
JE 5 AR Exchange alignment 761
2013F12831H As at 31 December 2013 26,846
RERE Net carrying values
20135128318 As at 31 December 2013 141,323
#20124F12831H As at 31 December 2012 140,108

2013FF 5,
AR EEIER AR A R
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NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A318 ILFE
For the year ended 31 December 2013

19.

BREWMHE(E)
RANEEAEENEE 5 -
HRE=HEWHES -

£

FREEMEREERANEREE
TTHE -

MR2013F12A31H BB @ E D A
14132300078 7T (20124F © 1401080007 7T)
ZHREMECIERARITEEZIEA -
(B¥5E30)

M2013F 128318 ' AEEREME
2 A F (B 4 5146,463,0007 7T(2012
F 1 142,809,000% 7T ) ° fh {E M B2 A
SEHMERE B IS ERGEME
e BEEEBLR2EBLAERG
BEREH 2 EERSEED TG
HER AEBZEREMENR2013F R
201212 A31 B ZlREER B RE °

REZE2013F1N2A31BLFE - &&
YIS FTE £ 2 A £ WA B5,241,00078
TC(2012%F : 4,633,000 7T ) * & @
REAH37%(20124F : 33%) °

19.

Investment Properties (Continued)
The investment properties represent the buildings related to
phase one, phase two and phase three of the Yunxiao properties.

The above investment properties are depreciated on a straight-
line basis over the lease term.

As at 31 December 2013, investment properties with a carrying
amount of approximately HK$141,323,000 (2012: HK$140,108,000)
have been pledged to secure bank borrowings. (Note 30)

The fair value of the Group’s investment properties at 31
December 2013 was approximately HK$146,463,000 (2012:
HK$142,809,000). The valuation was performed by independent
qualified valuers not connected with the Group. Based on the
result of management’s assessment by making reference to the
valuation report issued by the independent qualified valuers,
there is no impairment on the carrying amount of the Group's
investment properties as at 31 December 2013 and 2012.

During the year ended 31 December 2013, rental income of
HK$5,241,000 (2012: HK$4,633,000) and rental yield of 3.7% (2012:
3.3%) were generated from the investment properties.

PR E M EHREERDRE The carrying amounts of investment properties shown above
comprise:
2013 2012
THET FHET
HK$’000 HK$'000
ERE - BIESEIEE - Inthe PRC held on:
REIRK Medium term lease 141,323 140,108
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20, EBEEE 20. Intangible Assets

BA Cost
R201261 318 Asat 1 January 2012 21451 3,002 500 80 1,166 9,030 35889
HERBAR Disposal of subsidiaries (21451) - (500) - (1,166) - (23117)
ERAR Exchange alignment - 2% _ _ _ 6 g
142012512A31A * As at 31 December 2012,

2013E1818%  1January 2013 and

2013%12A310 31 December 2013 - 3,687 - 80 - 9,092 12,859
ZiHM#EAE  Accumulated amortisation

and impairment

201261818 Asat 1 January 2012 45 3,662 = = 78 9,030 12815
FREH Amortised during the year - - - - 54 - 5
HENBAF Disposal of subsidaries (49) - - - (132) - (177)
B AR Exchange alignment - 2 - = = 62 87
#2012512A31H » As at 31 December 2012,

2013F1818%  1January 2013 and

2013%12A31H 31 December 2013 - 3,687 - - - 9,092 12,7179
SREHE Net carrying values
12013128318 As at 31 December 2013 = = - 80 - - 80
20126128318 As at 31 December 2012 = - = 80 - - )

136 2013 3R
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NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A318 ILFE
For the year ended 31 December 2013

21. iR 21. Mining Rights
FHET
HK$'000
2% Cost
M2012F1 A1H As at 1 January 2012 582,853
[ 3, 32X Exchange alignment 11,078
72012812 A31H %2013 118 As at 31 December 2012 and 1 January 2013 593,931
FEE 3, 3 X Exchange alignment 17,763
72013512A31H As at 31 December 2013 611,694
Rt BHERREE Accumulated amortisation and impairment
201291418 As at 1 January 2012 9,884
FAITE Charge for the year 11,712
PEE 54, 2 Exchange alignment 476
2012128318 %2013 1818 As at 31 December 2012 and 1 January 2013 22,072
FAFE Charge for the year 12,401
[ 5, 3 X Exchange alignment 943
720135128318 At at 31 December 2013 35,416
REFE Net carrying values
R20135F12A831H As at 31 December 2013 576,278
120124128318 As at 31 December 2012 571,859
MERKRTPBIEHE BN A The balance represents two mining rights, the Serpentine mine
BRABEENEH LT 2 HERED located in Donghai County of Jiangsu Province, the PRC and the
IR LR - M IBREE S B IRE dolomite mine located in Baishan City of Jilin Province, the PRC,
ERELOFEEEH - which are amortised by the production quantity over the ore
reserve.
2013124318 + BR T 1B 49515314000 As at 31 December 2013, mining rights with a carrying amount of
BL(Q012F : BB L) ZHKEREEE approximately HK$515,314,000 (2012: HK$Nil) have been pledged
RIBITEE 2R o (MizE30) to secure bank borrowings. (Note 30)
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22. RHMBRARIZREREWHE 22. Investments in and Amounts due from
YNGIES@E] Subsidiaries

(a) REBARZ®RE Investments in Subsidiaries

®E - RKANME - Investments, at cost:
Ik EmARAR Unlisted share capital 2,108 2,108
2013128310 » KEEH Particulars of the Group’s principal subsidiaries as at 31
FEWBARZFEAT : December 2013 are as follow:

AUFAZEBRREARAR T8 AREEAR  APEREREE AMRERRA - - % ek T8 Sk
Baishen ity Tianan Magnesium ~ The PRC limited SBHEEER ARE1200377507
Resources Company Limited liabiity company Manufactuing and sale ~ Registered and
of magnesiumelated  paid up capital of
products in the PRC RMB120037750
tiBtAENEERAT A% AREMAT  NEARAMR 1000RE AR - S00% 0% 100% 100%
Century Sunshine Ecological ~Hong Kong, imited Investment holding in HEEL 0T
Technology Limited liahiity company Hong Kong 1,000 ordinary shares of
HKS1.00 each
HEERCEM AR bE ARERAR  RMERARR R - - 100% 100%  100% 100
BRAR The PRC limited Investment holding TR 3000000057
Century Sunshine (Zhangzhou) liabity company in the PRC Registered and paid up
Ecological Technology Limited capital HK$30000000
TERENAERARAR AR ARERMAR  NEEREER 10310BCE BB - - TR ek T82% %6k
(BIfE : mEIEEERAR)  HongKong, Imited Investment holding BRAEET
Ching Rare Earth Magnesium liabiity company inHong Kong 10310 ordinary shares
Technology Holdings Limited of HKS1 each
(Formerly known as:
(China Magnesium Limited)

138 20135 3R
AL RS R A R A )
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22. RMBAGI2RENREWHE 22. Investments in and Amounts due from
NEIFRIE(E) Subsidiaries (Continued)
(a) RHEBLARAZREGE) (a) Investments in Subsidiaries (Continued)

2013 012 2013 02 2013 2012

IHEENRAEARAT 98 BREELT
Jiangsu Azureblue Technology ~ The PRC,limited
Development Company Limited ~ liabilty company
TEERI TARAT HE FREELA
Jiangsu Longteng The PRC, limited

Petrochemical Limited liabity company

ETRREEHARDT  9E AREEAA
The PRC, limited
liabilty company
B

) REEHR - HEMBLTE
R B BATI 4 R E R 2 B

e
A

@ BRALEGHHENE R
ARARF R H(BE)
BEMFERERARERE
22012612831 A L FERE

REREREE AMEAREA - SBM BN B2 8%
#A(RIBEHR ARE 10000000070

EHERRIEH Registered and peid

Manufacturing and sale of ~ up capital of

compound and organic  RMB100000000

fertlsers in the PRC

MEEARRANT . ERR&RKA - - 93% 9% 913% 93k
RRRSEE ARE141600007C

Processing, exploration ~ Registered and paid up

and sales of serpentine  capital of RMB14,160000

in the PRC

WRESEREEEY  HRRERRA - - oS g% 9% 9ISk

EREPRRERES  ARE300000007

Manufacturing and
sale of organic fertlsers
and sficon magnesium
fertisers in the PRC

notes:

F-192

Registered and paid up
captal of RMB30000000

None of the subsidiaries had any debt securities issued
outstanding at the end of the reporting period.

During the year ended 31 December 2012, Green Land Bio-
Products Company Limited and 43R5 (1852 ) B £ R R
AR AF] were deregistered.
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NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A318 [LFE
For the year ended 31 December 2013

22. RAHERARZREREWKE 22. Investments in and Amounts due from

ARIFRIE (&) Subsidiaries (Continued)

(a) RHBATRZREE) (a) Investments in Subsidiaries (Continued)
[EE)) notes: (Continued)
FREJEERRUFEEFEREAY The above table lists the principal subsidiaries of the Company which,
BABKAERFEEERTONER in the opinion of the directors, principal affected the results for the year
RAIEEMBARR - BERRABHIH A KT materially or formed a substantial portion of the net assets of the Group.
BRANERGERBBRITR To give details of other subsidiaries, in the opinion of the directors, would

result in particulars of excessive length.

o - AR REED R EREREBN In addition, the directors of the Company made an assessment as at the
IR AR R 1 250 B R SRS HARAE AT date of initial application of HKFRS 12 and at the end of the reporting
Al c BERA - WEM B RERH period. In the opinion of the directors, there is no subsidiary that have
A N5 B B K SR AR RS non-controlling interest individually that are material to the Group
I WES L E I EWB A RRET and therefore no information is disclosed for these non-wholly owned
I E#} subsidiaries.
(b) FEURHIRS A BIRUIE (b) Amounts due from Subsidiaries
FEUL B /B N B ZRIE A The amounts due from subsidiaries are unsecured, non-
R BN RESRKYE - interest bearing and recoverable on demand.
23. AHEERE 23. Available-for-sale Investment
2013 2012
FHR FHT
HK$’000 HKS$'000
EWiRE Listed investments
—BMN 2z FHIEAES - - Equity securities listed in Australia,
BAFEME) at fair value (note) 142,453 123,586
MERREHDNR - Analysed for reporting purposes as:
B E Current assets 142,453 -
FERBEE Non-current assets - 123,586
142,453 123,586
B eE note:
REBFEAZAHHBEEREARNEMN FHzFE Available-for-sale investment represents the Group's investment in listed securities
%1% & o TG Mobile Coupon Services Limited in Australia. The Group acquired 14,744,000 shares of TTG Mobile Coupon Services
(IT7G]) 2 B& 15 £ 38 M & % X B Fi(Australian Limited (‘TTG") prior to TTG's shares listed on Australian Securities Exchange. There
Securities Exchange) £ T AT © 78 & @ U BETTG is a lock-up period for up to 24 months starting from the listing date of TTG on 27
14,744,0000% A% 17  BTIGKR20124%11 A278 £ November 2012 for the Group to sell those shares. Mr. Yang Yuchuan, director of the
T BEMERZEEHREAEREEXS Company, has been a non-executive director of TTG since December 2011.
& - ARAIEBBHE)ILEB201F2ARE
TIGZ FFHITESR ©
LHBRABEREZ ATFEDNZEZRTSZE Fair values of the investments in listed equity securities are determined by reference
ANEMEE to bid prices quoted in active markets.
BEFEEH20135F12A318 > NEB 2 Al H For the year ended 31 December 2013, the gross fair value gain in respect of the
ERE 7 RN T EWE K %518,867,000 7T (2012 Group's available-for-sale investment recognised in other comprehensive income
£ 1 123,557,0005 70 ) B R E AL 2 E R A R FER ° amounted to approximately HK$18,867,000 (2012: HK$123,557,000).
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24, BFE 24. Inventories
R Raw materials 50,173 40,788
TR Work in progress 3,653 1,502
BURK Finished goods 39,341 27,691
93,167 69,981
25. ESRHMERKNKIE X 25. Trade and Other Receivables, Prepayments and

HRES

Deposits

fEWE 53R Trade receivables 228,618 91,534 - -
e E Bills receivable 37,657 41,460 - -
FERRERZS Prepayments and deposits 27,952 22,795 799 1,486
H b el 8 Other receivables 7,223 16,224 = =
FEHRREIEHEE 2 Deposits placed with
7k financial institutions 1,465 1,162 56 59
302,915 173,175 855 1,545
PR&E - notes:
(a) M2013F 128318 B W E B D (a) As at 31 December 2013, bills receivable of approximately HK$37,657,000
37,657,000% 7T (20124F : 41,460,000/ 7T ) (2012: HK$41,460,000) will be matured within six months (2012: six
HER IR HIARSE A (20124 : RXEA) months) after the end of the reporting period. All the bills receivable are
REIH - T BIRE R AAR B denominated in RMB.
H o
(b) MR2013F 128310 - HthEKRKIBEE (b) As at 31 December 2013, other receivables mainly comprised of value-

EFER B A AT U BB A 4 431,509,000
JL(2012%F : 1,959,000/ 7T ) ° 2012412
A318 - HfbEWFIRBE L EE S
ReBEBRERABDREMBRARZL
7,536,000/ T IEMAR (B - EitEREE
FEIZE20135F12 831 B |FFEURER ©

H2013F12A310 * B RARER
Hfth pE R AT A TT(20124F ¢ 1,231,000
FETT) o 18 BIR B FE UK IE B B
RENEYRIBR M - BERTEEHT
REY [l 32 S A -

F-194

added tax recoverable in the PRC of approximately HK$1,509,000 (2012:
HK$1,959,000). As at 31 December 2012, included in other receivables of
approximately HK$7,536,000 was consideration receivables for disposal
of Sunshine Partners Financial Holdings Limited and its subsidiaries. The
above mentioned consideration receivables were received during the year
ended 31 December 2013.

As at 31 December 2013, other receivables of HKSNil (2012: HK$1,231,000)
that are past due and impaired. The individual impaired receivables related
to receivables that were in financial difficulties and directors assessed that
the receivables were not expected to be recovered.

ANNUAL REPORT 2013
CENTURY SUNSHINE GROUP HOLDINGS LIMITED

141



P A SRR B E
NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A318 [LFE
For the year ended 31 December 2013

25. BEZNRHMEWNKIE - I 25. Trade and Other Receivables, Prepayments and
BRE®(E) Deposits (Continued)
B 5 REAMBWRIE - BARIERE Trade and other receivables, prepayments and deposits were
SUTYIERERE - denominated in the following currencies:

AEE ARQTH

The Group The Company
2013 2012 2013 2012
FERT FHET FERT FHET
HK$’000 HK$'000 HK$’000 HK$'000
AR RMB 301,476 164,148 - =
BT HKS 1,439 9,027 855 1,545
302,915 173,175 855 1,545

R20135F128318  A"EERWE S
RIBRERERDITZEZAH2Y))

As at 31 December 2013, the ageing analysis of the trade
receivables of the Group presented based on the invoice date

I was as follows:
2013 2012
FExT FAT
HK$’000 HK$'000
30H AR Within 30 days 107,063 74,776
31260H 31 to 60 days 92,143 12,278
61290H 61 to 90 days 22,546 2,283
HRiEBo0H Over 90 days 6,866 2,197
228,618 91,534

ARERTESGEL ZEEH KA
#8iB180H (20124 : TiBiB180H) °

b 8380 B SR (B A B 5 FE MR FRIR S I
BIRERCENTRBERNES - B
BEVERBENE 5 ERRIR T E—
HEAEEERIRFLENS BT
FEM ARNEEARITEEAES
KR IMAR RAAZERE - RIE
BERLE  BEBR/WELEZRZ
SEBRIELRERE - AEERE
% REERR R AR

The Group allows a credit period normally not more than 180
days (2012: not more than 180 days) to its trade customers.

Trade receivables that were neither past due nor impaired
related to a wide range of customers for whom there was no
recent history of default. Trade receivables that were past due
but not impaired related to a number of customers that have a
good track record with the Group. Based on past experience, the
management believes that no impairment allowance is necessary
in respect of these balances as there has not been a significant
change in credit quality and the balance are still considered fully
recoverable. The Group does not hold any collateral over these
balances.

142 2013FF 5,
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NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A318 ILFE
For the year ended 31 December 2013

25. BEZNRHMEWNKIE I 25. Trade and Other Receivables, Prepayments and

HRZEE (&) Deposits (Continued)
BEMERRE B 5 RKFIBRE S Ageing analysis of trade receivables which are past due but not
AT : impaired:
KB BHERREE
&t BRRAE 90 A L& 91Z180H 181%365H
Neither past
due nor Past due but not impaired
Total impaired <90 days 91-180 days  181-365 days
TR FHT TR T FHT
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
2013 228,618 221,752 - 5,434 1,432
2012 91,534 89,337 - 607 1,590
REREZ2H Movement in the Allowance for Doubtful Debts
2013 2012
FHET FHTT
HK$’000 HK$'000
M1 AR As at 1 January - 2,105
W E ZFIEHER Impairment losses recognised on trade
REEE receivables - 713
¢ (o] B 5 Reversal of provision = (2,068)
REIREES AU B Amounts written off during the period
Z IR as uncollectible - (133)
HEMBAR Disposal of subsidiaries - (617)
®12A318 As at 31 December = =
NETE SHEWRZER I WKERRE In determining the recoverability of trade receivables, the Group
B AREBZEHE A RLEEERR considers any change in credit quality of the trade receivable
HEEHEHERIEER  BES5EK from the date credit was initially granted up to the end of the
NENECEEEEZREHIRES - AR reporting period. The concentration of credit risk is limited due to
EEEMEEK AMEEEE WEER the customer base being large and unrelated.
BEOEFREAR -
26. FFEERE 26. Investments Held for Trading
AEME AT
The Group The Company
2013 2012 2013 2012
FHET FAT FET FAT
HK$’000 HKS$'000 HK$’000 HK$'000
BB Z EHRA Listed equity securities in
FBE  BAFE Hong Kong, at fair value = 3,252 = 3,252
Bz EmRRAR Listed equity securities in
BH - BRATE the PRC, at fair value 7,387 8,689 - =
7,387 11,941 - 3,252
RFEEDIZEMSMREAEEE Fair values are determined with reference to quoted market bid
price.
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NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A31B EFE
For the year ended 31 December 2013

27. 27.

ﬁ%?ﬁ?ﬁ%ﬂ*ﬂﬁﬁ&%ﬁiﬁﬁ
I

72013F12A31H - BIHAR BB =
R R —F 2 RI71F5040,992,0007%
7£(2012%F : 112,043,000/ 7T ) Z [E 7
F R R A48 E31E (20126 : 33E
F44[E) o RITFRAAREEE -

20135128318 B T F R Y
15,372,000/ 70 (20124F « T L) BIE
BEMZREZ KR -

R20126128318 B/ 1T F XY
10945400078 LEEH KA » 1EA—1]
BERERNRE - ZEZ2BEMEITHE
HREREE2013F12A3BLEFER
HEMIEBEERRR - 5528
MIE%30 ©

RBERR RehFRELEEE
ELATIAR ¢

Deposits with Banks and Cash and Cash
Equivalents

As at 31 December 2013, the fixed interest rate on deposits with
banks of HK$40,992,000, (2012: HK$112,043,000), with maturity
over three months but less than one year, was ranging from 1.4%
to 3.1% (2012: 3.3% to 4.4%) per annum. The deposits with banks
were denominated in RMB.

As at 31 December 2013, deposits with banks of amounting to
approximately HK$15,372,000 (2012: HKS$Nil) have been pledged
to secure bills payables.

As at 31 December 2012, deposits with banks of amounting to
approximately HK$109,454,000 have been pledged for securing
repayment of a borrowing. The pledged bank deposits were
released upon the settlement of relevant borrowing during the
year ended 31 December 2013. For more details, please refer to
Note 30.

At the end of the reporting period, cash and cash equivalents
comprise of the followings:

rEE ¥ /N
The Group The Company

2013 2012 2013 2012

FERT FAT FET FAT

HK$’000 HK$'000 HK$’000 HK$'000

K2 HAIRITIFEK Short-term bank deposits 318,969 235,028 = =
RITIRE R Cash at bank and

FHERS on hand 62,940 156,123 613 377

381,909 391,151 613 377

PSR  RHBTERZ BEEF
K A237E(20124F 1 1.23E) : 2517
A2 E A A LR =@ A (2012
F£:=@A8) -

At the end of the reporting period, the effective interest rate on
short-term bank deposits was 2.37% (2012: 1.23%); these deposits
have an average maturity of less than three months (2012: three
months).
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27. BOEFERIRERERES Deposits with Banks and Cash and Cash
EHE (&) Equivalents (Continued)
B RERBSEE KA TEREG Cash and cash equivalents were denominated in the following
(E currencies:
AR RMB 376,037 382,168 - -
BIT HKS 5,832 8,935 576 333
Hith Others 40 48 37 44
381,909 391,151 613 377
BIUARBAEZREEERIIBESE The remittance of cash and cash equivalents denominated in
BELXTEAEZTEBEEEAOINE RMB out of the PRC is subject to the foreign exchange control
B PTHRPR o restrictions imposed by the government of the PRC.
28. BEZRHMEMNRKE Trade and Other Payables

FERE SFKIA  Trade payables 69,197 13,213 = =
RS R Bills payables 15,372 - = -
TR GRIE Receipts in advance 79,487 50,942 = =

FEEHFIA M EAth Accruals and other
FERTEIE payables 45,726 65,958 1,481 2,535
209,782 130,113 1,481 2,535

20138128318 * A& BENE S
FEZ RS ITOREZBEZS]) 0
T

As at 31 December 2013, the ageing analysis of trade payables of
the Group presented based on the invoice date was as follows:

30H AR Within 30 days 41,518 10,15
31E60H 31 to 60 days 21,514 1,894
61Z290H 61 to 90 days 4,878 11
im0 Over 90 days 1,287 1,193

69,197 13,213

KB E G2z FHAEEHAOA (2012
& :908) - AEBBREVBERABRERE
BEE - UARERETA BN BN EEH
RERS o

The average credit period on purchases of goods is 90 days (2012:
90 days). The Group has financial risk management policies in
place to ensure that all payables are settled within the credit
timeframe.
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29. MIBEREN

29. Financial Guarantee Contracts

BRITRLE M Guarantee given to
ETHBAR certain subsidiaries for
RAEER banking facilities 85 5
30. &8 30. Borrowings
BE: Borrowings:
—F AR Within one year 301,076 317,102
—F LA FBREBBASE  More than one year but not exceeding
five years - -
301,076 317,102
W BMERBN BB ZRIE  Less: Amounts shown under current liabilities (301,076) (317,102)
BE: Borrowings:
HHEAR(FfeEakb) Secured (notes a & b) 301,076 317,102
AR R Unsecured - _
301,076 317,102
P EE - notes:
(a) FA2013E128318  SRITEEHH A (a) As at 31 December 2013, the borrowings were secured by property,

#9165,546,0005% JT * 146,815,000 JT *
141,323,000/ 7T ~ 515,314,000/ 70 R T8
TL(20124F : 168,414,000/ 7T * 145,806,000
FETT ~140,108000787T + ZEIT K 109454000
BTIZAEEYE BEKREE L
EAE - REWE  RBRERIRTE
FAEHEIR o Ut - RA R —REBMIR
TREEABRUER—BFRARZH
57,645,000/ TLIE & ©

20135124318 + #9251,076,0007% 7T
250,000,000 7T Z & E 5 FlIAA R ¥
RBREEHE - R20135F 12831 A2 BB
F& 5626 ©

2013FF 3R
AR5 EEIER AR AR

plant and equipment, land use rights, investment properties, mining
right and deposit with bank of the Group amounting to approximately
HK$165,546,000, HK$146,815,000, HK$141,323,000, HK$515,314,000 and
HKS$Nil (2012: HK$168,414,000, HK$145,806,000, HK$140,108,000, HKSNil
and HK$109,454,000) respectively. In addition, a director of the Company
provide personnel guarantee to a bank for securing a borrowing of a
subsidiary amounting to approximately HK$57,645,000.

As at 31 December 2013, the borrowings amounting to approximately
HK$251,076,000 and HK$50,000,000 were denominated in RMB and HK$
respectively. The effective interest rate at 31 December 2013 was 6.26%.
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30.

B8 (&)
i < ()

(b)

20065117 AEFREBEREMADF
(TEREBAR DT IERLTHE - R
BHERTH BESRAARED
AIE AT A A H A R 120,000,000
TT(#9149256000 L) Z B R - Z &
FARF FIR538E T8 - WAEM2013F
MAE—RMEEER BReBAAR
H 2 ZEFIAT IS IEEER : ()&
RAMEH Z BEER  RMHEHFEAD
7)244,578,0008% B& 17 ( B Bt 1E AR 15 #7 40
(TR D IEL A% - HEERRE
BAR([EE] RERBRR)ESR) -
RBZER M - AEBASRIRK2010
F12A318 ~ 2011F12A318 Kk20126F
NANBABKREMAATFRARE
32,000,0007T.( £739,802,000 7T) + AR
#64,000,0007T ( #179,603,000% 7T ) & A
R #:88,000,0007T ( #7109,454,0007% 7T )
ZRITER < UboN - AR ERH#IE
BRRF N EEECEBERBE 1
=)ABERESBARELEFARAZ
FEFRE - RABRAEEEFET
24 BEEAEFE)ERBEETZ
ETHMBRL - R2012612A318 - &
147,323,000/ TER € A A E R B R
AREEE - HZE2013F12A318 L5
E - ERSBARZERE2HEHE -

20126128318 ' EABRBERAR
T A#9109,454,0004 7T+ 1ERZIBE R
BRORE - EEUARBEE - TR
—EAREE - R2012F12A31B 28
BFIRA7.07E °

30.

Borrowings (Continued)

notes: (continued)

(b)

F-200

The Group entered into a loan arrangement with International Finance
Corporation (“IFC") in November 2006. Pursuant to the loan arrangement,
IFC had granted a loan of RMB120,000,000 (approximately HK$149,256,000)
to certain subsidiaries of the Company. The loan bears interest at 5.38%
per annum and is due for repayment in one bullet payment in November
2013. The loan granted by IFC was secured by (i) corporate guarantee
given by the Company; and (i) pledges of 244,578,000 shares in the
Company, as adjusted for the effect of the share subdivision (“Share
Subdivision”), owned by Alpha Sino International Limited ("Alpha Sino”),
the controlling shareholder. Pursuant to the loan agreement, the Group
is required to place bank deposits of RMB32,000,000 (approximately
HK$39,802,000), RMB64,000,000 (approximately HK$79,603,000) and
RMB88,000,000 (approximately HK$109,454,000) for IFC as at 31 December
2010, 31 December 2011 and 31 December 2012, respectively. In addition,
Mr. Chi Wen Fu, a director and controlling shareholder of the Company
(through his interest in Alpha Sino), has given an undertaking to IFC to
maintain a minimum level of shareholding in the Company. The Company
and the Group are complied with certain covenants, including, among
other things, certain financial covenants, under the loan arrangement.
As at 31 December 2012, approximately HK$147,323,000 of IFC loan was
classified under current liabilities. During the year ended 31 December
2013, the IFC loan was fully settled.

As at 31 December 2012, there were approximately HK$109,454,000
bank deposits placed for IFC for securing repayment of the IFC loan. The
borrowings are denominated in RMB, and have a maturity of less than 1
year. The effective interest rate at 31 December 2012 was 7.07%.
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30.

31.

B & (&)
AEBERZREERATEDT :

Borrowings (Continued)
The carrying amount and fair value of the Group’s borrowings are
as follows:

&E Borrowings

301,076 317,102 301,076 317,152

IEFE WA

Deferred revenue

B E E A BRI R AT SR Government grants received

related to assets

24,980 =

BlRESBEEZER  AILMRE
SBEBEEERDARIN2012FEE
BITETSL— 5 ek - RIEZHE - &
WERARERNAILMRELSBERE
BRABREHEE (AR ]) ARk
SHAENMBERRERYE  BEKR
ERIERE ©

HE2013F12A3BILEE - AEE
U BR 2B 9> & B 49 724,980,000/ 7T (48
EAARK19,500,0007T) © (20124 :
THTT) °

P BY SRR A e MR IR - 1B FERR
I FE WA R E 18 A0 4T B VA B
X BRATHEBERNREHRE

2013FF 3R
AR5 EEIER AR AR

In order to encourage the development of magnesium industry,
Baishan City Tianan Magnesium Resources Co., Limited entered
into an agreement with the local government in 2012. Pursuant
to the agreement, the local government agree to provide
financial assistance (the “Assistance”) to Baishan City Tianan
Magnesium Resources Co., Limited to improve their production
technology and enhance the capacity of the property, plant and
equipment.

During the year ended 31 December 2013, the Group has
received part of the Assistance of approximately HK$24,980,000
(equivalent to RMB19,500,000) (2012: HKSNil).

The Assistance received or which becomes receivables is initially
recognised as deferred revenue and subsequently recognised in
profit or loss over the life of a depreciable asset by way of as a
reduced depreciation charge expense.
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32, EREFIE 32. Deferred Taxation

FRARGAEUBRANERERZIELER The components of deferred tax balances recognised in the
TR ARMAAR B REZFHMT - consolidated statement of financial position and the movements

during the year are as follows:

EERIEAE Deferred Tax Liabilities

RATA Asat 1 January - 194 112018 112269 17,504 17,47 1,199 129% 130721 131006
HEHEAA Disposalofsubsicaies -y - - - - - - -9

HAGABER  Credited tothe consolidated
EMREAER  statement of profitorloss and

other comprehensive income - 9 (2438 2357 (394) (386) (274) (1200 (3,106 (287)

B A% Bxchange alignment - -39 2106 514 643 30 B 38 un

R12A318 s at 31 December - - 1281 108 1764 175M 955 119 131452 130721
EERIEEE Deferred Tax Assets

MNAIR As at 1 January - 18 - 574 - 592
BirAEzmK  Debited to the
Hin2E consolidated statement
WMk of profit or loss and other
comprehensive income - (2) - (282) - (284)
HEMBARR  Release upon disposal of
I AR subsidiaries - (16) - (292) - (308)

»12A318 As at 31 December = - - _ - _
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RIS R R M

NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A31B EFE
For the year ended 31 December 2013

33. BX 33. Share Capital
BREEE [
Number of Share
shares capital
B 5 A T
notes ‘000 HK$'000
EE Authorised:
201281 A1H » As at 1 January 2012,
20129128318 » 31 December 2012,
2013F 1 A1 K 1 January 2013 and
2013%F12A318 : 31 December 2013:
BREE2BITLZ Ordinary shares of HK$0.02 each
AR (TG 1) (the “Shares”) 5,000,000 100,000
ERITRHR Issued and fully paid:
201241818 As at 1 January 2012 2,578,903 61,513
D BT Cancellation of issued Shares (o) (34,560) (830)
7420125F12H831HK  As at 31 December 2012 and
2013F1H1H 1 January 2013 2,544,343 60,683
AR BETEIBE1T 2 Issue of Shares upon scrip dividend
A& 1n scheme (@) 36,273 726
ITEREMAEIREE1T 2 Issue of ordinary shares upon
EiEk exercise of share options (b) 20,055 401
7A2013%F12831H As at 31 December 2013 2,600,671 61,810

notes:

2013F F 5,

AT RSt SRR

RABMRER2013F5 278 A5 2 LA
R BE & 48 FRE2012FKH
MRB AT AR B UARA S - B k702013
FoA28H A FR0618B TE T R HER
36,272,535 fRA% 1A  FTAR17 B E BT 2 AR
DERREER - FEFLHEARABR
20134F5 A27 B &M 2 3B -

REZE2013F12A831AEFER - AR
AHRATIE B AR LA T (5 (B B ARO.5 5 T B
17 % 5 B & #£20,0550000% i 15 © & 18
H2BMEE36 ©

REZE2012F1283BEFER AR
A LA 48 X {8 498,003,000/ 7T (R &t B )
128 A T°0.2087 7T £0.2707 7T 2 B
& 7 Bt 32 Ff7 B [2134,560,0008% A 17 © £
% BEZRHENE FiEel - Bt -
ANRAZ BEITIRAE HEIRZ SN
ZEETUABIR o BERRG B 2 % E
BERAR AR Bk 8H o

BRARAT

On 28 June 2013, the Company issued and allotted 36,272,535 Shares at
HK$0.618 per Share to the shareholders who elected to receive Shares in
the Company in lieu of cash for the 2012 final dividends pursuant to the
scrip dividend schemes announced by the Company on 27 May 2013. The
new Shares rank pari passu in all respects with the existing Shares. For
more details, please refer to the circular of the Company dated 27 May
2013.

During the year ended 31 December 2013, the Company issued and
allotted an aggregate of 20,055,000 Shares at an exercise price HK$0.5 per
Share as pursuant to the exercise of share options. For more details, please
refer to Note 36.

During the year ended 31 December 2012, the Company repurchased
34,560,000 Shares at an aggregate consideration of approximately
HK$8,003,000 before expenses at prices ranging from HK$0.208 to
HK$0.270 per Share on the Stock Exchange. The repurchased shares were
subsequently cancelled during the year. Accordingly, the issued share
capital of the Company was reduced by the nominal value thereof. The
premium payable on repurchase was charged against the share premium
account of the Company.
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B 5 R B
NOTES TO THE FINANCIAL STATEMENTS

HZE2013F12A31B ILFE
For the year ended 31 December 2013

34. f#iE
xE
FEARNKNEERBAFEZ #ES
EREHENGEEREEHRET o

AT

al

Reserves

The Group

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

The Company

4R BhRE
k& RtaE 1] W REEA #aam
Capital Share
Share Share redemption option Retained
capital premium reserve reserve earnings Total

TAL T TEL TAL TAL TAL
HKS000  HKS000  HKS000  HKS'000  HKS000  HKS'000

201251718 Asat1 January 2012 61513 740,925 2,609 - 16,711 821818
FREE Loss for the year

FREMRERA  Other comprehensive income for the year

- = - = (2,565) (2,565)

FRNZABBAE  Total comprehensive loss for the year

- - = - (2,565) (2,565)

RAEDEZRE  Dividend recognised as distribution S = - = (9,026) (9,026)
HEEEIRN  Cancellation of issued shares (830) (7173) 830 - (830) (8,003)
RIEEERIAFR  Equity settled share-based transaction

125 - - - 1819 - 1819
2012128318  Asat 31 December 2012

k20131818 and 1 January 2013 60,683 733,752 3,499 1,819 4,290 804,043
FRgA Profit for the year - - = = 40,716 40,716
FREMRBERA  Other comprehensive income for the year = = = - - -
FRZERALE  Total comprehensive income for the year = = = = 40716 40716
ERNRERE Final dividend paid 726 (4589) - - - (3.863)
TERBRIRIAELTZ Issue of ordinary shares upon exercise

ERR of share options 401 10,069 - (443) - 10027
REEER R Equity settled share-based transactions

ARZR5 - - - 4760 - 4760
2013128318  Asat 31 December 2013 61,810 739,232 3,499 6,136 45,006 855,683

35. AQTHEEABRGLERER,
B8
HZE2013F 128318 IEFE © XA
B A FE 1k % 7 49 B40,716,0007% 7T
(20124F : E5182,565000/8 7C) ' ER
NARAIERERERIE -

Profit/loss for the Year Attributable to Owners of
the Company

The profit attributable to owners of the Company for the year
ended 31 December 2013 which has been dealt with in the
financial statements of the Company amounted to approximately
HK$40,716,000 (2012: loss of HK$2,565,000).
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RIS R R M

NOTES TO THE FINANCIAL STATEMENTS

HE2013F12A31B EFE
For the year ended 31 December 2013

36.

B % A

R2008F12A3H + AR AR R
ReiestEI([ %58l ]) - RIBEZATE
AAR AR ERETFAEEESK
B8 - REBNBEBXEAA - D
e oen . HER - RISMHERS -
R BEFREBEBH(AERKS2R
& - UREEAQRRG ©

BREANREFEZENEETNR
JB 1710 3 E U3 T A R AR K AR 1
B BB GRR R RIEA EAT 8
Y EATEL A RN B AR AF AR — 3K -

RBETEERATERSE (KRG
RIBREIRZE B BN B 2P e B MIE
RFFFIEER 2WTHE - (DRDRE
% AR 2 B HIAT A A2 5 B X
RAEBEREXRAIEERZ FH
B+ RiDhin 2 E{E - AEBEY EE
TE S B EAR € 8B O S E A~ BB AR
1 o

BREENAERSEE BRBEER
HEMEREZITEHARNRAEE
RIS AITTIE

2013F F 5,
ARG EEIERER AR

36.

Share Options

On 3 December 2008, a share option scheme (the “Scheme”)
was approved by the shareholders of the Company. Under
the Scheme, the Company may grant options to the directors
or employees of the Group, consultant or adviser, distributor,
contractor, supplier, service provider, agent, customer and
business partner of the Group (the “Eligible Participant”) to
subscribe for shares in the Company.

Options may be granted on such terms and conditions in relation
to their vesting, exercise or otherwise as the directors may
determine in its absolute discretion, provided that such terms
and conditions shall not be inconsistent with any other terms
conditions of the Scheme.

The subscription price is not less than the highest of (i) the
closing price of the shares on Main Boards stated in the Stock
Exchange’s daily quotation sheet on the date of offer of the
option; (i) the average prices of the shares on Main Board as
stated in the Stock Exchange’s daily quotation sheets for the
five trading days immediately preceding the date of offer of the
option; and (i) the nominal value of the shares. The Group has
no legal or constructive obligation to repurchase or settle the
options in cash.

The share options are exercisable only if the Eligible Participants

remain in the service of the Group from the grant date of the
share options up to the designated exercise date.
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36. MBRRE(E) 36. Share Options (Continued)

201364838 - AEBERAEE On 3 April 2013, the Group had granted 40,000,000 share options
& 1’ B 1% H140,000,00019 BB A% © to certain employees of the Group.

20135128318 » 5T8IIE T HATT As at 31 December 2013, options to subscribe for a total of
i 7 BB IR #E & £ AT 3R 85240,445,000/% 240,445,000 Shares (the “Share Options”) were outstanding under
B&1n ([EERARAE D) - the Scheme.

W k&
Employees 150500000 = = - 150500000 - (15085000 - 135,445,000 05 ]
- - = - - 40000000 - - 40,000,000 08 )
B EZ
Directors
HiE 20000000 - = - 20000000 - - - 20,000,000 05 [
ChiWen Fu
it 15000000 - - - 15000000 - (3000000) - 12,000,000 05 @
Shum Sai Chit
HES 15,000,000 - - - 15000000 - - - 15,000,000 05 @
(ChiBiFen
Jz3 5000000 - - - 5000000 - - - 5,000,000 05 )
(Guo Mengyong
BifX 5000000 - - - 5000000 = = - 5,000,000 05 @
Kwong Ping Man
B 5000000 - - - 5000000 - (2000000) - 3,000,000 05 @
Liu Hoi Keung
mit 5000000 - - - 500000 - - - 5,000,000 05 [
Sheng Hong
20500000 = - - 20500000 - (20085000 - 200,445,000 05 ]
= = = - - 40000000 - - 40,000,000 08 o)
ANNUAL REPORT 2013 153

CENTURY SUNSHINE GROUP HOLDINGS LIMITED

F-206



154

P A SRR B E
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HE2013F12A318 [LFE
For the year ended 31 December 2013

36. HEREGE)
RIEFEIRE 63 BREREIZ
THIHRATEE
(a) R2011E12830B R EITHE
ROSBIT 2 iR EIER AR A
THRITE :
@) FAE TARAZEA
R B & #£55,000,000%
f&fn 2 BERR#E ([ FREERE
fRrEDME - BlRER
BB EZE2014510A8
3JEIEBK - RERER
WERT1TELARES -
% %22,000,000/%
B BHA
201211 A1H
£2013F10A31
HIEH(BEEE
mHE): &
% %33,000,0004%
f& 5 5 hn £ XX E&
EEARITE 2
wertE . B
B2013F11 A1
H £2014%108
A I(BEE
EMB) RNE
A ARIZFEERE
IRERLRFIE
R B8 74,000,000
RERE 1S
(ii) BAE M AR AT LT
R 8B & #£32,000,0008%
&tz BERR#E (T 2 $RfE
frEDME - BRER
B ZE2015%108
3THIEBR - ZEEK
RERT AT LATRR
2013FF 5,

HACFE L R BIERR AR AR

36.

Share Options (Continued)
In accordance with the terms of the Share Options, the Share
Options are exercisable in the following manner:

(@) The Share Options of exercise price HK$0.5 granted on 30
December 2011 are exercisable in the following manner:

(ii)

F-207

in respect of the Share Options granted to certain
grantees to subscribe for a total of 55,000,000
Shares (“Type A Share Options”), the Share Options
are valid from the date of grant until 31 October
2014. The Type A Share Options are exercisable to
subscribe for:

a maximum of 22,000,000 Shares within
the period between 1 November 2012 to
31 October 2013 (both dates inclusive);
and

a maximum of 33,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2013 to 31 October
2014 (both dates inclusive). During the
year, 4,000,000 shares were subscribed
under this band of Type A Share Options;

in respect of the Share Options granted to other
grantees to subscribe for a total of 32,000,000
Shares (“Type B Share Options”), the Share Options
are valid from the date of grant until 31 October
2015. The Type B Share Options are exercisable to
subscribe for:



36.

BB ()

(a)

(#8)
(i)

(&)

£%8,000,000 A%
B BHA
2012911 A1H
£2013F10A31
HE(BEER
MmA);

% %12,000,0008%
B9 5 hn_E 3Bk
EEMARTEZ
H2013%11 A1
H £2014%108
JIBE(BESE
EmMA) RNF
A IREZ I
AL ARIE
88 71,000,000
R&R%1D &

£ %12,000,0000%
&5 5 hn_EXXER
EEATEZ
201411 A1H
E2015%10A31
HE(BEER
=Dk

36.

Share Options (Continued)

(@)

F-208

(continued)

(i)

(continued)

a maximum of 8,000,000 Shares within the
period between 1 November 2012 to 31
October 2013 (both dates inclusive);

a maximum of 12,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2013 to 31 October
2014 (both dates inclusive). During the
year, 1,000,000 Shares were subscribed
under this band of Type B Share Options;
and

a maximum of 12,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2014 to 31 October
2015 (both dates inclusive);
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HE2013F12A31B EFE
For the year ended 31 December 2013

36. HBREGE)
(a) (#)

(i) BmEAMEARAERD
Al R B & ££133,500,000
IR A% 10 2 B AR i (T TR 4R
EREDMS BR
EEEE B BE017F
2ANBEER R
127,5000008% B 17 2 IR4E
PR AT T TE AR

% %25,500,000%
i BEA
2012%F 11 A1H
£2013F10A31
AE(BEER
IEDE

% %25,500,000/%
f& 5 50 £ XX ER
EEMARTEZ
weEE . R
B2013%11 A1
H £2014%108
A I(BEE
EMA) RF
A RBERERE
RN LR RIE
288 715,055,000
ARt

% %25,500,0008%
&7 5 hn_E XX
&M AR T 2
BErsE - AHAR
201411 A18
Z2015%F10A831
HE(BEER
MHE):

% %25,500,0000%
f& 7 5 o0 £ XX
SE M ARITE 2
WEREE - REIR
2015811 A1H
F2016F10A31
BIE(REER
mHE): &

5% %25,500,0004%
f& 5 5 hn £ XX E&
EEARITEZ
201611 A1H
20175124830
BE(BREER
mHE): &

2013F F 5,
ARG EEIERER AR

36.

Share Options (Continued)
(a) (continued)

(iif)

F-209

in respect of the Share Options granted to other
grantees to subscribe for a total of 133,500,000
Shares (“Type C Share Options”), the Share Options
are valid from the date of grant until 30 December
2017. The Type C Share Options in respect of
127,500,000 Shares are exercisable to subscribe for:

a maximum of 25,500,000 Shares within
the period between 1 November 2012 to
31 October 2013 (both dates inclusive);

a maximum of 25,500,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2013 to 31 October
2014 (both dates inclusive). During the
year, 15,055,000 Shares were subscribed
under this band of Type C Share Options;

a maximum of 25,500,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2014 to 31 October
2015 (both dates inclusive);

a maximum of 25,500,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2015 to 31 October
2016 (both dates inclusive); and

a maximum of 25,500,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2016 to 30
December 2017 (both dates inclusive); and



36.

BB ()

(a)

(&)
(iv)

% & # T56,000,0008% A%
Pz REBRETRE
8 B2016F11 A1H &
20175128308 IH(BFE
BEMB)TTE -

2013537198 B 1T B
BOSHEILZ % SRR AR IA
THRITHE

0]

BAE TAERARLA
R A ££25,000,0004% B
oz ERE(TERER
EDmME  BRESR
H B H =2015%F10 831
HIEB® - THEERE
AT TR0

. % %12,500,0008%
& RHEA

201311818
2014 10A31
AIH(PREER
MHE): &

% %12,500,0008%
f& 5 5 hn £ XX B
E M ARITIE 2
BEREE - AR
2014511 A1H
201510831
HIE(REERE
A ):

36.

Share Options (Continued)
(continued)

(@)

(b)

F-210

(iv)

the Type C Share Options in respect of the
remaining 6,000,000 Shares are exercisable within
the period between 1 November 2016 to 30
December 2017 (both dates inclusive).

The Share Options of exercise price HK$0.8 granted on 19
March 2013 are exercisable in the following manner:

in respect of the Share Options granted to certain
grantees to subscribe for a total of 25,000,000
Shares (“Type D Share Options”), the Share Options
are valid from the date of grant until 31 October
2015. The Type D Share Options are exercisable to
subscribe for:

. a maximum of 12,500,000 Shares within
the period between 1 November 2013 to
31 October 2014 (both dates inclusive);
and

. a maximum of 12,500,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2014 to 31 October
2015 (both dates inclusive);
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36. HEREGE)
) (&)

(ii) BAEMERABLR
R B A ££15,000,0008%
&z Rk A ([ K kE e
RIENTE - BRES
A B E2018F 128
3R LB - EEEAR
RERATATIE LATRES -

£%3,000,000 &
k#H BEA
201311 A1H
F2014%F10A31
AE(BEER
MmA);

£%3,000,000 &
f& 7 5 00 _E X &
EMARITEZ 48
#HE BB
2014% 11 A1H
F2015F10A31
HIE(BEEE
ZIEDE

£%3,000,000 A%
f& 5 5 ok X B,
SEMARITE 2 48
#HE RHEA
201511 A1H
2016510831
HE(BREER
I=DE

£%3,000,000 &
& 5 a0 _E XX &
TEMARITEE 2 48
#HE AHAE
2016511 A1H
£2017F10A31
HIEH(BEEE
mHE): &

£ 23,000,000 A%
A& 5 hn £ SCEk
EMARITEZ B
58 A& H017
1181822018
FE1A3BIE(E
EERmA) -

2013FF 5,
AR EEIER AR A R

36.

Share Options (Continued)
(continued)

(b)

(ii)

F-211

in respect of the Share Options granted to other
grantees to subscribe for a total of 15,000,000
Shares (“Type E Share Options”), the Share Options
are valid from the date of grant until 31 December
2018. The Type E Share Options are exercisable to
subscribe for:

a maximum of 3,000,000 Shares within the
period between 1 November 2013 to 31
October 2014 (both dates inclusive);

a maximum of 3,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2014 to 31 October
2015 (both dates inclusive);

a maximum of 3,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2015 to 31 October
2016 (both dates inclusive);

a maximum of 3,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2016 to 31 October
2017 (both dates inclusive); and

a maximum of 3,000,000 Shares plus
aggregate balance not yet exercised
in paragraph above within the period
between 1 November 2017 to 31
December 2018 (both dates inclusive).
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36.

i

IR AE ()
i&%, R EAITERBRERAT
m B TEHRITER -

E%

36. Share Options (Continued)
Share options outstanding at the end of the reporting period have
the following expiry date, exercise period and exercise prices.

B IR AE R Bl &% B 5 TEH FRITEE BRERE
Number of
Type of Share Exercise prices Share Options
Options Expiry date Exercise period per Share 2013 2012
BT T8 T
HKS$ ‘000 ‘000
Sk 2014%F10A31H B2012F11A1ARE 0.5 51,000 55,000
20149F10A31H
Type A 31 October 2014 From 1 November 2012
to 31 October 2014
28 20155F10A31H B0 11 A1HEE 0.5 31,000 32,000
2015 10A31H
Type B 31 October 2015 From 1 November 2012
to 31 October 2015
AiA 20174F12A308 B2012F11 A1HER 0.5 112,445 127,500
2017412 A30H
Type C 30 December 2017 From 1 November 2012
to 30 December 2017
017412 H30H B20165F11 A1HRE 0.5 6,000 6,000
2017412 A308
30 December 2017 From 1 November 2016
to 30 December 2017
TH 20154 10A318 B2013F 11 A1BREE 0.8 25,000 =
20154 10A318
Type D 31 October 2015 From 1 November 2013
to 31 October 2015
¥R 2018%F12A31H  H2013F 11 A1HEE 08 15,000 =
2018128311
Type E 31 December 2018 From 1 November 2013

to 31 December 2018

240,445 220,500

HE20MENANABLEEE  BEH
RERIEE A 7o — AT T HE e (2
BREE - AZGERXNERT

B e B L o T Hoo T
T(ERROHROLEILBE)

FMATEE - BHREDRE
#3920%56637% 4 [ & & F &
0.33%%=1.08% - ’71 ZoF AT B E
FHIR1.43%)K B 2K o 1278 HAAR (B B )
Cpiebis F%ﬁﬁﬂrzmﬁzfﬁ THiR & R
2006F7 A31H 12011E12H31E =)
BHRENRGT AWM ESL - #ZE
2013F 128318 L E & Z’J1,o47,ooo
g%jﬁﬂ')\,m/\ﬁéﬁﬁf‘fﬂﬁﬁqﬁé

The options granted during the year ended 31 December
2011 determined using the Black-Scholes valuation model. The
significant inputs into the model were share price of HK$0.217, at
the grant date and adjusted for the effect of the share subdivision,
exercise price shown above, standard deviation of expected share
price return of 39.20% to 66.37%, annual risk-free interest rate of
0.33% to 1.08%, expected life of options of approximately 1 to 6
years and dividend payout ratio of 1.43%. The volatility measured
at the standard deviation of expected share price returns is based
on statistical analysis of daily share prices from 31 July 2006 to
1 December 2011. During the year ended 31 December 2013
approximately HK$1,047,000 were charged to the consolidated
statement of profit or loss and other comprehensive income.
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36. MBIREE) 36. Share Options (Continued)
HE20BFNABILEFE  BEH The fair value of options granted during the year ended 31
FERE N FEE RS R — & E AT December 2013 determined using the Black-Scholes valuation
BEEBEAETE - £9/458300008 7T © model was approximately HK$5,830,000. The significant inputs
ﬁﬂu/\u%ﬁfﬁ E_tﬁ'léxd’ BEAZAR into the model were share price of HK$0.80, at the grant date
B B ER AR B080/E (B kD and adjusted for the effect of the share subdivision, exercise price
FOFEELFARE)  EMTHEE shown above, expected volatility ranged from 42.05% to 52.22%,
TE HA R 18 I T4205%E52.22% ~ F[E annual risk-free interest rate of 0.11% to 0.58%, expected life of
2 3 B2 ) T0.11%Z0.58% ’]1 6:5.2 options of approximately 1.6 to 5.2 years and dividend payout
fﬁﬁuﬁ%ﬁﬂ&iﬁﬁ&ZM%z}E o 17 ratio of 2.47%. The volatility measured at the standard deviation
TEHARR (B Bl R 12 & F%ﬁ'ﬁﬁriﬁ'}& of expected share price returns is based on statistical analysis
g - iR EE2007¢9H25E|:-:2013¢ of daily share prices from 25 September 2007 to 19 March
3A9B BT BRENSF DT HS 2013. During the year ended 31 December 2013, approximately
o 3 Z=20134128318 JtEJ_‘_ #) HK$3,713,000 were charged to the consolidated statement of
3 713, OO%%WTEE FTAGREEE &/H\ﬁﬂi profit or loss and other comprehensive income.
HZE2013F12A38 IEFEHRE - & During the year ended 31 December 2013, the share-based
4,760,000/ 7T (20124 : 1,819,000/ 7T) payments of approximately HK$4,760,000 (2012: HK$1,819,000)
LUBRAD BERE 2 (B AR A B2 were charged to the consolidated statement of profit or loss and
MEMEEKEERA ° other comprehensive income.

37. HEKELR 37. Disposal of Subsidiaries
E/‘2012¢1 1H29R - KRRIZEM R On 29 November 2012, Century Sunshine Ecological Technology

DAL AR AR A A B — Limited, a wholly-owned subsidiary of the Company, entered
%@Q%Eﬁﬂﬁ&%@zg%ﬁ%%ﬁ into and completed a sale and purchase agreement with an
EGHERNSRIZRER A 8] & E M independent third party to dispose of 100% equity interest in
BRalz2MRAER RHERER Sunshine Partners Financial Holdings Limited and its subsidiaries,
201352 A26 HEETE /373,141,987 7T © for a consideration as determined on 26 February 2013 at

HK$73,141,987.
MBRARREERRZFEENT

The net assets of subsidiaries at the date of disposal were as

follows:
2012F11829A
29 November 2012
7870
HK$'000
FT & 2 FEE - Net assets disposed of:
M - BB MR Property, plant and equipment 678
BVEE Intangible assets 22,940
BRI IHEE N Deferred tax assets 308
E%QEI\W’?WME BNFIERILSE  Trade and other receivables, prepayments and deposits 27,885
BEEERE Investments held for trading 14,930
Ry kERHEER Cash and cash equivalents 43,350
FERIEA G Deferred tax liabilities (185)
2 M A ENRA Trade and other payables (13 831)
JETETERE Income tax payables Q)
BE Borrowings (4,940)
-~ 91133
EBHHMERE Release of other reserve 254
*%HEEEJ t Release of translation reserve 197
IEEleEs Non-controlling interests (16,478)
HENBAREE Loss on disposal of subsidiaries (1,964)
BRIE Total consideration 73,142
EUTAHRZA ¢ Satisfied by:
e Cash 73,142
RELEZFRERA : Net cash inflow from disposal:
Iﬁﬁﬁ% Cash consideration 73,142
e KBz IE . Consideration receivables (7,536)
FLE e RERELEE Cash and cash equivalents disposed (43,350)
22,256

160 2013FF 5,
AR EEIER AR A R
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37. HEMBLR(E) 37. Disposal of Subsidiaries (Continued)
M0 1 ATBE L E B EHARE - £ For the period from 1 January 2012 to the date of disposal, the
MNBARIEENEANRES /R above subsidiaries were engaged in financial services business
BEK ZEMNBRARERBAL mainly in Hong Kong. The revenue contributed by the subsidiaries
11,061,0007% 7T K& #911,705,0007% JT /& were approximately HK$11,061,000 and loss of approximately
BIREBZE2012F12A3B8LEFEZ HK$11,705,000 has recognised in the Group's profit for the year
REBHEN PR ended 31 December 2012.
38. KiE 38. Commitments
(a) ERFEE (a) Capital Commitments
rEH AT
The Group The Company
2013 2012 2013 2012
FERT FAET FET FExT
HK$’000 HK$'000 HK$’000 HKS'000

BEET4EH AR Capital expenditure
AWK in respect of the
BBz BRI acquisition of
By - W& property, plant and

B ER equipment
X contracted for but
not provided in the
consolidated financial

statements 109,990 186,429 = =
(b) REHORE (b) Operating Lease Commitments
AEBERBABA The Group as Lessee
AEERBET A HHEE = The Group leases various office premises and warehouses
HESHERTERER - %% under non-cancellable lease agreements. The leases have
HE2HE  ABRBES ZER varying terms, escalation clauses and renewal rights.

RERVENEETR -

RIBEER - AEBRARQA] At the end of the reporting period, the Group and the
PERBETRHEELEEHEL Company had commitments for future minimum lease
A1) HA TR B HA 5 A S AR AR payments under non-cancellable operating leases which
SEFERENT : fall due as follows:
rEE N
The Group The Company
2013 2012 2013 2012
FERT FAT FExT FHAT
HK$’000 HKS$'000 HK$’000 HK$'000
—FR Within one year 2,719 2,027 - -
FE_FEZFERAF Inthe second to
(BIEERME) fifth years inclusive 3,623 3,891 - -
HBBAF Over five years 3,442 681 - -
9,784 6,599 = -
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38. 7&{E (&) 38. Commitments (Continued)
(b) REEHELAE(E) (b) Operating Lease Commitments (Continued)
KEBESBLHBEAA The Group as Lessor
FIBEEREREMERRK= All of the investment properties held have committed
FERBEEP - tenants for the next three year.
RB|ERR - XEBER T At the end of the reporting period, the Group had
H#&EBOMNKEREPET contracted with tenants for the following future minimum
7 lease payments:
rEE N
The Group The Company
2013 2012 2013 2012
FHET FHET THET FHT
HK$’000 HK$'000 HK$’000 HK$'000
—&FR Within one year 3,554 6,118 - =
FEZFEZFERTF  Inthe second to
(BIEERME) fifth years inclusive 4,193 3,837 - =
7,747 9,955 = =
39. EXEEALRS 39. Material Related Party Transactions
RGN BHRERIBEEEIN FRAKN Except as disclosed elsewhere in the consolidated financial
SEEETATEFEREALRS ¢ statements, the Group entered into the following significant
related party transactions during the year.
(a) FEEEASME (a) Key Management Compensation
2013 2012
FERT FHET
HK$’000 HK$'000
B (MiEE13) Directors (Note 13) 3,228 2,769
HihFEEBASE : Other key management personnel:
FeREMBGEREREH  Salaries and other short-term
employee benefits 1,792 1,676
5,020 4,445
(b) MWXELEEBRBEERSEAR (b) Mr. Chi Wen Fu has given an undertaking to IFC to
TEHAGE - AR R 2 RIESRE maintain a minimum level of shareholding in the
%Efi{f_ﬁ7}<$f/ﬁ7/%%§ﬁﬁﬁ Company as collateral of the borrowings as detailed in
152 RIE30 ° 72013511 Note 30. In November 2013, the undertaking was released
A ERZEREEZHEE upon the full payment of the borrowings.
ZAGEDERR
20135FF 3,
ARG EEIERBR AR
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39.

40.

41.

ERBEALTRS (E)

() MEE2012F128318ILEE -
AT IR B A R AE
HERABREM IS K E R
LA REEMRT - o
Al A 1% S UER B A 491,000 7T
REHT -

FRERS

R2013F4A38 AEBEEMAE
B & T & 8 1% H140,000,00017 I A% #E
(20124F « 48 ) o H =2013F 128318
1F 5 E H3R - #94,760,0007 7T(2012
F : 1,819,000/ 7T ) LARR 1D BERE 2 14
A AGEER R EMEEKER
A o BRSNS -

AR BRIBERR 201365 A27 B A Z A
AR BEE - R2013F6H288 U F
f&0.618% 7T 317 & 2 Bid & IR H 150.02
HIT 236272535 BB R1D » 48T
B2012F KA BB BUBRNR B Z AR
B oo FrTmAREAA AR A L RARE
BHEZERESER - FBEBHLHAE
NEIMA2013F5 27 B3 2 BK ©

MEAREEERER 22H
HZE2013F12A3BIEFE  ~EE
EREENBAREERERRAR
([EE DM T EFERE RS
RAR([HEMEE]) (T8 AR HE
E¥ERATE])A H£21.6%2 B KR A RE
%o RER P ZFEBHMNT ¢

M2013F1 8158 - XARZEHBA
AEEESFFAE(TBEE]FL
A8 RABRILAKI32,089,0008 T2
REMBEERBETBREFENHE BT
f&7R21.8% o FIFHELHARFBEA
20131 H16B 2R o

R20135F1 8168 » B S BH — £ 5B
SNE=ZFRIMEHN RABBNAEL
3,238,000/ 7T 2 RAB M 52 55 = 5 g
B 8 B BT IR AR 2.2% ©

M20135F6 A308 + HR B 7% £ 31T 30
R AREEBBABITRMOEE L
3%  LAS|EREINEHE RIREEIREE ©

39.

40.

41.

Material Related-Party Transactions (Continued)

(c) During the year ended 31 December 2012, Partners
Capital Securities Limited, a former indirect subsidiary
of the Company, received fee amount of approximately
HKS$1,000 and HKSNil from Mr. Chi Wen Fu and Mr. Shum
Sai Chit respectively, for the financial services provided.

Non-Cash Transactions

On 3 April 2013, the Group had granted 40,000,000 Share
Options (2012: Nil) to certain employees of the Group. During
the year ended 31 December 2013, the share-based payments
of approximately HK$4,760,000 (2012: HKS$1,819,000) were
charged to the consolidated statement of profit or loss and other
comprehensive income. For more details, please refer to Note 36.

On 28 June 2013, the Company issued and allotted 36,272,535
new fully paid shares of HK$0.02 each in the Company at
HK$0.618 to the shareholders who elected to shares who elected
to receive shares in the Company in lieu of cash for the 2012 final
dividends pursuant to the scrip dividend schemes announced
by the Company on 27 May 2013. The new ordinary shares rank
pari passu in all respects with the existing ordinary shares of the
Company. For more details, please refer to the circular of the
Company dated 27 May 2013.

Change in Ownership Interest in a Subsidiary
During the year ended 31 December 2013, the Group, through
a wholly-owned subsidiary, Capital Idea Investments Limited
("Capital Idea”), increased in aggregate of 21.6% effective equity
interest in China Rare Earth Magnesium Technology Holdings
Limited (“China Rare Earth Magnesium”) (formerly Known as China
Magnesium Limited). Details of the transactions as follows:

On 15 January 2013, Capital Idea, being a wholly-owned
subsidiary of the Company, entered into a contract with Mr. Miao
Xi Zhu (“Mr. Miao") in relation to acquisition of 21.8% of the issued
share capital of China Rare Earth Magnesium at a consideration
of approximately HK$32,089,000 from Mr. Miao. For more details,
please refer to the Company’s announcement dated 16 January
2013.

On 16 January 2013, Capital Idea entered into the contract with
an independent third party in relation to acquisition of 2.2%
of the issued share capital of China Rare Earth Magnesium at
a consideration of approximately HK$3,238,000 from that third
party.

On 30 June 2013, China Rare Earth Magnesium has issued new
shares of an aggregate approximately 3% of the enlarged number
of issued shares in order to recruit new technological and
strategic investors.
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41. MEBATRIEEE#ERZ®E 41. Change in Ownership Interest in a Subsidiary
(%) (Continued)
HR LR S AEEDRIFERR D As a result of the above transactions, the Group recognised a
FEFE AR RERS 431,812,000/ T AL N E decrease in non-controlling interests and increase in other reserve
fth {5 55 4953,383,00078 7T ° of approximately HK$31,812,000 and HK$53,383,000 respectively.
HZE2012F1N2A3NBLEFE - A&E During the year ended 31 December 2012, the Group, through
FR—HREBE7S%NHB AR - a 75% indirectly owned subsidiary, acquired additional 9.91%
R RBHERAANIERESE]D (effectively 7.43%) equity interest in Partners Capital Securities
ZIEIRARKERS  LAIR & 492,000,000/ Limited (“Partners Capital”) from the non-controlling interests
7T WHETE K3 5 2 BEIM91%HE 7 of Partners Capital at a cash consideration of approximately
(BEHE B743%) o 75 B A 1t 1 R0 HK$2,000,000. The Group recognised a decrease in non-
DIERERMEMEE - DRI R controlling interests and other reserve of approximately
1,745,000/ 70 F1254,00078 7T ° HK$1,745,000 and HK$254,000 respectively.
42, HARAME 42. Contingent Liabilities
AEE AT
The Group The Company
2013 2012 2013 2012
FERT FHBxT FET FHBT
HK$’000 HKS$'000 HK$’000 HK$'000
MERTTIREZ  Financial guarantees
B IS HEAR given to banks - = 114,050 -
It AEREESIRIMM AN 248 This represents the aggregate amounts that could be required to
8 - HA149114,050,0005% 7T (20124E12 be paid if the guarantees were called upon in entirety, of which
A318 : 2B T)EARITERAE approximately HK$114,050,000 (31 December 2012: HKS$Nil) has
A o RIREHIR - 4985,0007% 7T (2012 been utilised by the bank's borrowers. At the end of the reporting
F12A318 : THIT) BRERE B IR period, an amount of approximately HK$85,000 (31 December
NEANERESBE(RHE29) ° 2012: HK$Nil) has been recognised in the statement of financial
position as liabilities (see Note 29).
43. HEHESE 43. Events after the Reporting Period
20141280 + A QB BB & On 28 January 2014, the Company and IFC entered into a share
BARIFTIRMD RE R - BRRHR subscription agreement, pursuant to which, IFC has agreed to
Biha BREBRARRENTR subscribe for an aggregate of 155,077,000 fully paid subscription
RIER (D075 T 2 B - REAH shares at HK$0.75 each. The relevant subscription was completed
155,077,000 AR E &R IR 2 KA FIR on 24 February 2014. For more details, please refer to the
fERR (D - BFAREEIE - E0201452 Company’s announcement dated 24 February 2014.
F24B 5K - FEHELHAAR B
F2014F2A24B 2N o
44, HEBEF 44. Comparatives
ETUHRSEEEETFHE  UFE Certain comparative amounts have been reclassified to conform
REFEZ25FR - with current year's presentation.
45. BEHBEFEVHERE 45. Authorisation for Issue of Consolidated Financial

EBEEN2014F3 858 #HEfE R IRET)
BIZEPIERE -

2013FF 5,
AR EEIER AR A R

Statements
The consolidated financial statements were approved and
authorised for issue by the board of directors on 5 March 2014.
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