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INTRODUCTION

With the complicated internal and external economic environment
in 2010, China economy has maintained a better development.
Our Company, under the extensive macro economic policy by
the government, has put through a number of reorganization
measures to adjust the operation mode. This was made not only
to strengthen the internal management of the Group, but also
prepare for the challenge to come in the more competitive market.
In the year, we have turnover of approximately RMB849.3 million,
representing a year-on-year increase of approximately 3.6%; and
consolidated net profit of approximately RMB11.5 million, which
is mainly attributed to the absence of a lump sum write-off of the
intangible assets, rental deposits paid, provision for closure costs
and reversal of operating lease rental in relation to loss making
stores in the year 2009. Though we are still affected by the drop
in sales due to the changes to the operating floor areas of some
of our stores in response to the change in operating model, the
sales turnover has been gradually recovered and increased by the
second half of the year and reached a healthy condition. All in all,
we have produced consolidated net profit for the year.

Upon the completion of all the plans for the change in operation
model and enhancement of corporate image, our Company
is confident towards the future. Equip with the strong financial
position, we are optimistic about the performance of our Group in
the coming future.
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Chairman’s Statement (Continued)
EERBREE)

2010 was still a challenging year for all economies and industries
around the world. Despite the continuous outbreak of international
financial crisis signal, China’s GDP still increased by 10.3% as
compared with last year. Total retail sales of consumer goods for
the year amounted to RMB15,455.4 billion, representing a year-
on-year increase of 18.4% as compared with last year, among
which the sales of commodity goods was RMB13,691.8 billion,
representing an increase of 18.5%. The Chinese government
has commenced its stimulation of domestic demand policy of
RMB4,000 billion in the past two years, which is unprecedented
in terms of scale and efforts. These economic stimulation policies
introduced by the Chinese government has far reaching effect on
the retailing industry within the country.

Looking forward, China, being a member of the BRICs, gradually
increases its gross domestic products (GDP), and rapidly
surpassed Japan as the World’s second largest economic
entity. With the appreciation of local currency, a new generation
of consumer appears which has positive impact towards the
retailing industry in China. Internally, following up with the fiscal
and monetary policies, structural adjustment factors on the Macro
economic policy, focus on the reduction in emission and social
welfare protection by the Chinese government, this will benefit the
highly labour intensive servicing industry, including the retailing
and wholesaling businesses.

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

For the business development aspect, the Group will keep the concept
“reorganize the internal resources and develop the retailing business”,
to strengthen the management, reiterate the competitive strength,
upgrade the brand image. The Group will base on Shenzhen, step
out the Guangdong province. The major economic zone of China,
including South China, South West, Central China, Guangxi and
Hunan, will be our next development areas.

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

Zhuang Lu Kun
Chairman
Shenzhen, the PRC

18 March 2011
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Biography of Directors and Senior Management

EENSEEEASHE

DIRECTORS

Mr. Zhuang Lu Kun (#£BE3#), aged 50, is the founder, executive
Director and the chairman of the Group. He is responsible for
the overall management, strategic planning and major decision-
making of the Group. Mr. Zhuang is the father of Mr. Zhuang Xiao
Xiong. Mr. Zhuang has over 10 years of experience in the retail
industry. He had served as a council member of AR £E A<
(China General Chamber of Commerce), a deputy chairman of
YT 4R e (Shenzhen Chamber of Commerce) and standing
committee member of Shenzhen Committee of Chinese People’s
Political Consultative Conference. Mr. Zhuang graduated from
EHR{THET (Guangdong Administrative and Management
College) majoring in modern management in July 1999, and
obtained the Master of Business Administration of senior
management from the Sun Yat-sen University (# |1 X£2). He also
received the award of R A &R &R (“Paragon of Work”
of Guangdong province) in May 2003 and the award of & FEIE
BIEFRENMER (Outstanding Staff Care Private Ownership
Entrepreneur) in September 2006. Mr. Zhuang has served the
Group for over 10 years.

Mr. Zhuang Pei Zhong (F18), aged 49, is an executive
Director and the chief financial officer of the Group. He is
responsible for the financial accounting and product category
management function of the Group. Mr. Zhuang obtained an
undergraduate diploma in financial accounting from Guangdong
Radio and Television University (ER/EEE R AZ) in 1990. Mr.
Zhuang pursued advanced studies in management in Sun Yat-
Sen University. Mr. Zhuang joined the Group in August 1995 and
has over 10 years of experience in the retail industry. Mr. Zhuang
was accredited senior membership of the International Profession
Certification Association and the membership of the China
Association for Employment Promotion in 2008. Mr. Zhuang has
served the Group for over 10 years.

Mr. Gu Wei Ming (E&7&83), aged 42, is an executive Director and
the chief procurement officer of the Group. He joined the Group in
August 1997 and has approximately 10 years of experience in the
retail industry. He is responsible for the procurement management
of the Group. Mr. Gu has served the Group for over 10 years.
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Biography of Directors and Senior Management (Continued)
EELEEEEABGHEGE)

Mr. Zhuang Xiao Xiong (#/)\#), aged 28. Mr. Zhuang obtained
from the University of Luton, United Kingdom a bachelor of arts
degree in business administration in 2005 and a master of science
degree in finance and business management in 2006. From 2009
onward, Mr. Zhuang is a member of Shenzhen General Chamber
of Commerce (Association of the Industrialists and Businessman).
Mr. Zhuang is the son of Mr. Zhuang Lu Kun. He joined the Group
as full time member in 2006 and is responsible for the overall
operation management of the Group. Mr. Zhuang has served the
Group for over 5 years.

Mr. Chin Kam Cheung (£#%%f), CPA (practising), FCMA, aged
53, is a practising accountant in Hong Kong. Mr. Chin is a fellow
member of the Chartered Institute of Management Accountants
and a member of the Hong Kong Institute of Certified Public
Accountants. He has extensive experience in auditing, accounting
and financial management. Mr. Chin has served the Group for
over 2 years.

Dr. Guo Zheng Lin (3BIE#k), aged 44, is a governor of the
Industrial Bank Co. Ltd., Guangxi Nanning Branch. Dr. Guo
obtained a doctorate degree in Accounting from South West
University of Finance and Economics. Dr. Guo has served the
Group for over 2 years.

Mr. Ai Ji (¥ %), aged 57, graduated from Hunan Radio and
Television University (#FEEEZRAE) in 1988 with a
bachelor's degree in law. Mr. Ai is a practising lawyer in the PRC
under the employment of Guangdong ShenTianCheng Law Firm
(BERAKREMEFEAT). Mr. Ai has practised as a legal counsel
and accumulated over 11 years of experience in various law firms
in the PRC. Mr. Ai has served the Group for over 2 years.

SENIOR MANAGEMENT

Ms. Liu Yang (£IR%), aged 47, is the manager responsible for
office administration management of the Group. Ms. Liu has over
eight years of experience in office administration and human
resources management. Ms. Liu obtained an undergraduate
diploma in enterprises management from Liaoning University in
1985. Ms. Liu has served the Group for over 10 years.
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Biography of Directors and Senior Management (Continued)
EELEEEEABGHEGE)

Mr. Cai Xiao Wen (££/\X), aged 46, is the manager responsible
for human resources of the Group. Mr. Cai has served as
operation manager, store manager and deputy manager of
the procurement centre before. Mr. Cai has over 20 years of
experience in the retail industry. Mr. Cai has served the Group for
over 7 years.

Mr. Zhong Hua (%), aged 39, is the deputy manager
responsible for information technology development and
management of the Group. Mr. Zhong had served as manager
and deputy manager of the information center. Mr. Zhong has
over 10 years of experience in the information technology of the
retail industry. Mr. Zhong has served the Group for over 7 years.

Mr. Li Quan Lin (£2%&#), aged 38, is the general manager
of our Guangxi subsidiary and is responsible for the overall
operating management and business development of the Guangxi
subsidiary. Mr. Li obtained a bachelor degree in statistics from
Hangzhou College of Commerce in 1997. Mr. Li has served the
Group for over 5 years.

Mr. Li Dong (Z#), aged 36, is the assistant chief operation
officer responsible for operation function of the Group. Mr. Li has
served as store manager and assistant chief officer of the human
resources department. Mr. Li has over 13 years of experience in
the retail industry. Mr. Li has served the Group for over 10 years.

Mr. He Li Bin (fZ=3®), aged 44, is the assistant chief officer
responsible for market development and security management
of the Group. Mr. He has over 16 years of experience in the retail
industry. Mr. He has served the Group from 2009.

COMPANY SECRETARY

Mr. Ho Yuet Lee, Leo (fiIti#l), FCCA, CPA, ACIS, ACS aged
37, is the finance manager and company secretary of the Group.
Mr. Ho obtained a degree of Bachelor of Business Administration
(Honours) in Accounting from the Hong Kong Baptist University
in 1995 and a Master degree in Corporate Governance from
the Hong Kong Polytechnic University in 2008. He is a fellow
member of the Association of Chartered Certified Accountants, an
associate member of the Hong Kong Institute of Certified Public
Accountants, an associate member of the Hong Kong Institute of
Chartered Secretaries and an associate member of the Institute
of Chartered Secretaries and Administrators. Mr. Ho has over 11
years of experience in accounting, auditing and corporate finance.
Mr. Ho has served the Group for over 4 years.

BN EE 4657 0 ANERRE - BEAEEN
ANEREETE - AL REBEELE &M
B NRBHORIKIE - BEENTETERGHE
BT FLR BERACREERSE THRELSF -

BERL 3958 0 BAPHREIRE - AEAKEN
B BERIREETE - ERERRITEMPL
R R B - ERAERTEENNRITRAGRE
BT LR - ERECNEERS TBELF -

FTEMEL 385 ERTARMKIE  BEA
SEHEATARANBREEEENEBIR -1
—NNEFREMINE RN GT EE LB - F
FECREERS THBBREF -

FRE - 360% 0 LERIBE AEAKENEE
THe o FREREEBAEERIANEREIEE -
FRERTETEABBB T =F&5R - 4L
REBRY T BB TF

IZSRELE - 445% - MSHREIEE - AEAKE
HMmSHRTERBERERE - MRERTETER
BB T/ FER - AL _ZTNFRIEAE
[R5 -

AEIMWE

A5 - FCCA, CPA, ACIS, ACS * 375% * &
AEBPBERERARMWE - DRR—NANEFR
TR\ FEEAEZEABRRIHERET (4
B)BEM (X URBBEIAREBEREARE
RELT BN - BARBBST ARSIMASTERS
8 BESTMAEE8  HAFTNELEEE
REHEFMERITRABRAEEE - MALErES
e BETROERE S EEEBB T —FKH -
FAEBREBRT T BIBIUE -

m

11



MANAGEMENT
DISCUSSION
AND ANALYSIS
BERENWR D




JIAHUA STORES HOLDINGS LIMITED ANNUAL REPORT 2010

INDUSTRY OVERVIEW

In 2010, with the challenge from the complicated external
economic environment and the unprecedent occurrence
of worldwide disasters, China economy can still maintain a
considerable growth of 10.3%. China’s retail industry sustained
its healthy development, with ever-rising income per capita and
purchasing power.

In 2010, the GDP of the PRC exceeded RMB39 ftrillion, reaching
RMB39,798.3 billion, representing an increase of 10.3% over
last year. This rate was higher than most of the major countries
or region around the world, and surpassed Japan as the second
largest economic in the world. Total retail sales of consumer goods
amounted to approximately RMB15,455.4 billion, representing an
increase of 18.4% as compared with the corresponding period
last year. Among which, the total commodity retail sales was
RMB13,691.8 billion, representing a growth of 18.5% over last
year.
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Management Discussion and Analysis (Continued)
ERE AT ()

In 2010, the realized aggregate output of the Guangdong Province
amounted to RMB4,547.2 billion, representing an increase of
12.2% as compared with the corresponding period last year;
total retail sales of consumer goods reached RMB1,741.4
billion, representing an increase of 17.3% as compared with
the corresponding period last year, amongst which the sales in
wholesale and retail sectors was RMB1,552.1 billion, representing
a growth of 17.7% over last year. The aggregate output of
the Guangdong Province accounted for 10.5% of the GDP of
the PRC. In 2010, the realized aggregate output of Shenzhen
amounted to RMB951.0 billion, representing an increase of 12.0%
as compared with the corresponding period last year. Total retail
sales of consumer goods amounted to approximately RMB300.0
billion, representing an increase of 17.2% as compared with the
corresponding period last year. In 2010, the realized aggregate
output of Dongguan amounted to RMB424.6 billion, representing
an increase of 10.3% as compared with the corresponding
period last year. Total retail sales of consumer goods amounted
to approximately RMB110.8 billion, representing an increase
of 15.9% as compared with the corresponding period last year.
Among which, the total sales in wholesale and retail sectors was
RMB100.5 billion, representing an increase of 16.6% over last
year.
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Management Discussion and Analysis (Continued)
EEEN RO (E)

In 2010, the realized aggregate output of the Zhuang Autonomous
Region of Guangxi amounted to RMB950.2 billion, representing
an increase of 14.2% as compared with the corresponding period
last year; total retail sales of consumer goods reached RMB327.1
billion, representing an increase of 19.0% as compared with the
corresponding period last year. Among which, the total sales in
wholesale and retail sectors was RMB296.6 billion, representing
an increase of 18.8% over last year. The aggregate output of
the Zhuang Autonomous Region of Guangxi accounted for
2.2% of the GDP of the PRC. In 2010, total realized retail sales
of consumer goods of Nanning City amounted to RMB90.5
billion, representing an increase of 20.0% as compared with the
corresponding period last year.

China economy was still rapidly growing in the year 2010, while
the retail sector was moving on the right track. The Big Three,
namely new energy industry, the 3 generation industry and the
home appliance in rural area (retailing industry) will be leading
another round of economic growth in the country. At the same
time, the PRC government is exercising active fiscal monetary
policy, pushing and encouraging people spending, and thus
accelerating domestic consumption, these will be advantageous
to the development of the retailing industry. Looking forward to
2011, the Chinese government will place emphasis on economy,
livelihood of the mass, the resulting measures will be beneficial to
the retailing industry.
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Management Discussion and Analysis (Continued)
EIRE R i ()

BUSINESS REVIEW

As at 31 December 2010, Our Group has directly operated 18
stores with a total operating gross floor area of approximately
220,000 square meters, principally located in the Guangdong
(including Shenzhen, Dongguan and Foshan) and Guangxi
province.

— Adjust store operation to upgrade the shopping
image
During the year, our Group has made large scale adjustments
to store operation by renovating the exterior outlook and
rearranging the interior layout of our main outlets including
Songgang, Gongming, Shajing and Shiyan stores. Besides,
we have repositioned the operation target of some of our
community outlets including Fanshen, Ronggui, Yangbu and
Shuyuan Yage stores. Other than compression to the staff
structure, we also simplify the operation flow of these stores.
On the selling floor of supermarket, the commodity structure,
the brand name mix and the supplier profile have been fully
analyzed and optimized according to the actual situation of
each store. Besides, products with distinguishing features
have been introduced to the stores. All in all, we hope to
give a new appearance to customers with upgrade shopping
image.

— Strengthen management on loss making stores to
alleviate the operation burden
Focusing on the operation of loss making stores, the Group
has drawn up a number of remedial adjustment plans to
lower the level of loss making and to stick to the market
positioning. These plans include optimization of sales mix,
reallocation of operation floor usage, advancement of
facilities utilization, simplification of staff structure, adjustment
to store composition and streamlining of store operation flow
etc. On the financial budget management, the Group has set
up loss control team to formulate plans to retain and minimize
the level of store deficit. The team will visit the loss making
stores frequently and irregularly, and to set out the profit
target of each store based on practical situation.
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Management Discussion and Analysis (Continued)
EEEN RO (E)

Enhance operational management on counter sales
to increase our operation effectiveness

We have enhanced the operational management on the
counter sales to explore the operation methodology. We
use this methodology to build up professional knowledge
in doing the counter sales business. As a result, we have
found the importance of running the counter sales. In order
to increase the operating efficiency, we have fully utilized the
unique business model of “department store + supermarket”,
upgraded the shopping environment in stores, increased
counter sales portion in main stores, and imported new
brand name with luxurious style. All these contributed to a
solid foundation to increase the competitive edge and profit
generating capability of the Group.

Commence the procurement function to enhance
our logistic efficiency

By the end of the year 2009, we have commenced the
operation of our procurement center located in the Shiyan
district of Baoan Shenzhen. The first phrase operation has
been started for over a year and gradually back on track.
During the year, we have installed the advanced barcode
management system with full scope warehouse management
ability. The system has automated the receipt, storage and
delivery function and increase our processing efficiency,
warehouse utilization rate and the stock turnover rate in our
stores. Until now, the coverage area includes all stores in the
Guangdong province. The existing capacity encompassed
processed food, daily use products and dry food etc. We
are now preparing for the set up of the second phrase of the
procurement center. The expansion will increase the size of
our logistic warehouse centre and will be important to our
future development.
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Management Discussion and Analysis (Continued)
EIRE R i ()

— Expand the direct sourcing from producer
for supermarket to increase our pricing
competitiveness
During the year, the direct sourcing from producer has
obtained a good start. We have around 10 cooperative plans
with the producer at the moment. This helps to lower the
purchasing cost. According to the original schedule, we start
direct souring from the producer in the vegetable and fruit
sectors. The Fuji apple will be our main focus at this stage.
Concurrently, we have started site visit and feasibility study
on various fruit and vegetable. Looking forward, we will put in
the seafood and fresh meat categories. By analyzing the data
derived from the direct sourcing on sales, quality and pricing
etc, we have obtained valuable supporting to further extend
the work on the direct souring.

— Strengthen internal management to promote our
corporate image
Upon rearrangement of staff and organizational structure,
we have improved our departmental and staff composition,
and increased our work efficiency. The appraisal system has
been reviewed and perfected, making the system of reward
and punishment more fair and reasonable. As a result, job
satisfaction of staff has been increased. On the other hand,
we have launched power reduction campaign extensively in
both our office and shopping floor to promote the environment
protection message. More than that, we have implemented a
“paperless office” with the enhancement of computer system.
The aim is to minimize wastage and reduce our operation
expenses. In order to promote our corporate image to
outsiders, we have published an essay collection — “Baijiahua”
magazine, to write out the thoughts of every level of staff,
creating a feeling of big family and building our corporate
image.

Looking forward, China’s economy will keep on the stable growth
from the turning point. Following up with the fiscal and monetary
policies, structural adjustment factors on the Macro economic
policy, focus on the reduction in emission and social welfare
protection by the Chinese government, this will benefit the highly
labour intensive servicing industry, including the retailing and
wholesaling businesses.

The Directors believe that both opportunities and challenges await
ahead, and the retailing industry will compete and develop in a
more better and fair market environment.
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Management Discussion and Analysis (Continued)
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For the business development aspect, the Group will keep the
concept “reorganize the internal resources and develop the
retailing business”, to strengthen the management, reiterate
the competitive strength, upgrade the brand image. The Group
will base on Shenzhen, step out the Guangdong province. The
economic zone of China, including South China, South West,
Central China, Guangxi and Hunan, will be our next development
areas.

1. Revenue

Revenue of the Group increased by 3.6% to approximately
RMB849.3 million for the year 2010 from approximately
RMB819.4 million for the year 2009, as a result of the change
of operation mode by increasing the portion of counter
sales in place of the supermarket area. Moreover, the local
economy was gradually recovered from the effect of financial
tsunami after the Central government policy of stimulation of
domestic demand.

Revenue in 2010 was dominant by sales of merchandise,
with a volume of approximately RMB714.0 million,
representing approximately 84.1% of total revenue, an
increase of approximately 3.7% over last year (2009:
approximately RMB688.6 million, representing approximately
84.0% of total revenue). Commission from concessionaire
sales amounted to approximately RMB93.9 million,
representing approximately 11.0% of total revenue, an
increase of approximately 0.5% over last year (2009:
approximately RMB93.4 million, representing approximately
11.4% of total revenue). Rental income from sub-leasing
of shop premises amounted to approximately RMB38.9
million, representing approximately 4.6% of total revenue,
an increase of approximately 25.6% over last year (2009:
approximately RMB31.0 million, representing approximately
3.8% of total revenue). Wholesale of consumables amounted
to approximately RMB2.5 million, representing approximately
0.3% of total revenue, a decrease of approximately 60.7%
over last year (2009: approximately RMB6.4 million,
representing approximately 0.8% of total revenue).

Sales volume of the 5 largest corporate customers amounted
to approximately RMB1.1 million, representing approximately
0.13% of total revenue (2009: approximately RMB1.2 million,
representing approximately 0.15% of total revenue).

ANNUAL REPORT 2010

EEBBERTE  ARNEN [BEER  ERE
2D IREE - SRCERFE T - RBIT MY
R WARYIARFL - EHER - MEFERE > fE
FEep o ER - BEMBRESCOBRESAE

1. WA
AEBRAB-_ZZTAFELOARY
819,381,000 TIE MN3.6%E — T —FFELHA
[R%849,265,0007T ° X AELERN - Al
DT Z EAE AR INEAE 2 L mEAELL o M
B AHEEE R RBUT 2 RAAFTEER 22
WS BUER P IRIEBR

—E-TFENRAFBREHEEERPDARE
713,981,0007T + HE R ALEEL84.1% -
BEF FTHN3T% (ZETNE - HARK
688,617,0007T ' HHE AU LLEELI184.0%) °
EEHEMES AL AREE93,870,0007T © 8
ERUALEZEL11.0% © BEF EFH40.5%
(ZEZTNF : HARM93,402,0007T * HE
R AREEEL11.4%) - HERH#EN S HEES
I A4 A R #538,896,0007T * HHENURA 458
#494.6%  BEF EF#1256%( ZFZNF ¢
4 AR #30,959,0007T © HE R ABEL
3.8%) ° #EEFERWALARKE2518,000
7T ¢ FAERRARTELN0.3% « BEF NELY
60.7%( =T ZF N4F : L9 AK¥E6,403,0007T -
HERNIRALLEEL0.8%)

IZBEATETFNHEENARE
1,100,0007T * HHE R WA BEEL0.13%(=F
TNE  HARE1,200,0007T ¢ HHEREA
#ARELI0.15%) °

19



20

—T-TFEH

Management Discussion and Analysis (Continued)
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Gross Profit and Gross Profit Margin from sale of
goods and wholesale of consumables

Gross profit decreased by 6.2% to approximately RMB111.3
million for the year ended 2010 from approximately
RMB118.6 million for the year ended 2009. Gross profit
margin decreased by approximately 1.6% to 15.5% in the
year ended 2010 compared to 17.1% for the year ended
2009. The percentage of related cost of inventories sold,
including principally merchandise for resale, increased
slightly to approximately 84.5% for the year ended 2010 from
approximately 83.0% for the year ended 2009. The decrease
in gross profit was mainly attributable to the lowering of sales
price in bargain sales after the large scale renovation of main
stores.

Profit for the Year

Profit attributable to the owners of the Company amounted
to approximately RMB11.5 million for the year ended 2010
compared with loss of approximately RMB21.1 million for the
year ended 2009. This was mainly attributable to the absence
of write-off of intangible asset and rental deposits paid in
current year for closure of stores. Besides, the sales of some
of our main stores, including Shajing, Songgang, Gongming
and Shiyan, have been partly affected by the temporary
suspension of stores during the year for large scale shop
renovation. This increased the amount of depreciation
charge. In addition, there were full year rental charges during
the year for the new stores opened during 2009 and the
beginning of 2010. All in all, the increase in net profit of the
year has been indirectly affected.
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Management Discussion and Analysis (Continued)
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Distribution costs slightly increased by 2.8% to approximately
RMB261.5 million for the year ended 2010 from
approximately RMB254.2 million for the year ended 2009,
mainly attributable to the renovation of main stores during the
year. Depreciation increased from approximately RMB32.7
million in 2009 to approximately RMB47.9 million in 2010, up
by 46.5% upon increase in leasehold improvement. Operating
lease rental expenses increased from approximately
RMB66.8 million in 2009 to approximately RMB71.9 million
in 2010, up by 7.6% due to the full year rental charge for two
stores and procurement centre opened in mid of 2009 and
beginning of 2010 respectively, and another three stores
opened at the end of 2009 during the year, but partially set off
by the closure of two loss making stores at the end of 2009
and beginning of 2010, and salaries and allowance increased
from approximately RMB54.0 million in 2009 to approximately
RMB54.1 million in 2010, up by 0.3%. Nevertheless, with the
effective control over utilities usage, electricity charge and
water charge have been decreased by 10.9% and 18.9%
respectively during the year.

Administrative expenses increased by 17.6% to
approximately RMB32.3 million for the year ended 2010 from
approximately RMB27.5 million for the year ended 2009,
mainly attributable to increase of approximately RMB3.2
million of salaries and allowances due to the implementation
of an incentive program and compensation plan to
managerial staff.

Other operating expenses related to write-off of the fixed
assets of approximately RMB3.9 million and approximately
RMBO0.5 million for balance of compensation to landlord in
relation to two closure stores in last year.

The Group maintains a stable financial position. As at 31
December 2010, the Group had bank balances and cash of
approximately RMB288.1 million (2009: approximately RMB270.6
million). During the year, the Group did not use any financial
instruments for any hedging purpose.

No gearing ratio is presented as the Group has no bank loans as
at 31 December 2010 (2009: Nil).
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Management Discussion and Analysis (Continued)
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The Group’s net current assets as at 31 December 2010 was
approximately RMB192.3 million, an increase of 3.4% from the
balance of approximately RMB186.1 million recorded as at 31
December 2009.

Net assets slightly up to approximately RMB386.7 million,
representing an increase of approximately RMB11.5 million or
3.1% over the balance as at 31 December 2009.

Save as disclosed above, the Group did not have any other
significant subsequent events subsequent to 31 December 2010.

Risk Management

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

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

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

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

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

During the year ended December 2010, the Group had 2,988
full-time employees in average in the mainland China and Hong
Kong. The Group continues to recruit high calibre individuals
and provide continuing education and training for employees to
help upgrading their skills and knowledge as well as developing
team spirit on an on-going basis. During the year, total staff costs
were approximately RMB79.8 million. Competitive remuneration
packages are structured to commensurate with reference
to individual responsibilities, qualification, experience and
performance.

As at 31 December 2010, the Group has no significant contingent
liabilities.

Capital Expenditure

For the year ended 31 December 2010, capital expenditures of
the Group for property, plant and equipment and intangible asset
amounted to approximately RMB65.2 million (2009: RMB66.8
million).

Capital Commitments

As at 31 December 2010, the Group had capital commitments
contracted, but not provided for, amounting to approximately
RMBO0.9 million (2009: RMB2.6 million).
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Management Discussion and Analysis (Continued)

B E R R DT ()

REVENUE - TURNOVER

11.0% 4.6%

11.4%

3.8%

GROSS PROCEEDS

2010 2009
2010 2009
—E-BF _—_TThHF
RMB’000 RMB’000
ARBTRT ARETT
© Sales of goods and wholesale of consumables HEERAILESFER 716,499 695,020
© Commissions from concessionaire sales BEHEMGRHE 93,870 93,402
@ Rental income from sub-leasing of shop premises AHEHYENESBRA 38,896 30,959
849,265 819,381
RS IE4RE
2.5% 46.7% 2.3% 52.2%

2010 2009
2010 2009
—E-ZTF —TThHF
RMB’000 RMB’000
ARETRT ARBTT
@ Sales of goods and wholesale of consumables HEERAILESFER 716,499 695,020
@ Concessionaire sales HEHE 779,999 605,515
' Rental income from sub-leasing of shop premises HIEEFRENE A 38,896 30,959
1,535,394 1,331,494
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Retail stores

Xixiang

Shajing
Songgang
Longhua
Gongming
Zhangmutou
Shatoujiao
Shiyan
Shengtaosha (Note 1)
Fanshen
Nanshan (Note 2)
Buiji

Yanbu

Ronggui
Dashatian
Shuyuan Yage
Qianjin

Honghu

Sanlian

Taoyuan
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Commence

operation

Eal Storey
TERE BE

171071997 3
1/5/1999 5
1/1/2001 5
111172001 5
1/9/2002 4
1/8/2006 3
1/11/2006 4
1/1/2007 1
1/8/2007 3
1/8/2007 2
1/8/2007 3
1/8/2007 2
1/1/2008 2
1/11/2008 3
1/1/2009 3
1/3/2009 1
16/5/2009 2
1/10/2009 3
5/12/2009 4
30/12/2009 4

Gross
floor area
(sqm)
BEEE
(EAK)

8,806
20,978
23,134
24,549
21,843

8,364
11,110

5,852
14,401

6,121

4,352
10,800

7,987
10,200

8,500

2,694

4,216
11,560

9,600
14,493

Average of daily
transactions

(Supermarket)
SHYURZYE
(&)

FY10 FY09
20106 2009%F
6,623 6,458
3,556 3,525
6,075 6,240
3,145 3,308
7,042 7,075
4,318 4,328
3,703 3,725
4,513 4,372
N/A 2,475
2,872 3,646
N/A 2,471
3,158 2,688
2,595 3,125
1,480 1,967
3,551 3,474
750 1,048
949 1,329
2,271 2,870
4,641 6,531
3,092 6,683
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Average of daily
transactions

(Department store)
SHYYRZEE
(BE)
FY10 FY09
2010 2009F
370 718
2,637 2,553
2,307 3,665
4,234 4,962
2,901 4,717
173 88
926 1,919
2,219 2,568
N/A 275
149 192
N/A 275
902 896
279 164
105 104
631 613
45 44
15 13
206 216
271 272
441 2,864

Estimated no. of
visitors per day

S REERR
FY10 FY09
2010F  2009%F
10,140 10,620
8,361 8,387
12,154 12,677
9,962 9,925
13,423 14,150
6,063 6,625
6,712 8,352
8,415 8,883
N/A 4,124
3,776 5,758
N/A 4118
5,075 5,377
4,167 4,868
1,981 3,065
5,771 6,131
994 1,604
1,205 1,974
3,096 4,567
6,140 9,865
1,783 14,320

25



26

—T-TFEH

Management Discussion and Analysis (Continued)
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Retail stores

Xixiang

Shajing
Songgang
Longhua
Gongming
Zhangmutou
Shatoujiao
Shiyan
Shengtaosha (Note 1)
Fanshen
Nanshan (Note 2)
Buji

Yanbu

Ronggui
Dashatian
Shuyuan Yage
Qianjin

Honghu

Sanlian

Taoyuan

Notes:

DIE

[iipad
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BAE

DA

BE

B (M)
B

A WL (5E2)
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B

AW H
E
Al

HEH

=

iR

Gross proceeds

Gross proceeds
per operation area

Average value
per transaction

Gross proceeds per day
FrissasE BRABIIEATE
(RMB million) (RMB thousand)

(AREBET) (AREFT)
FY10 FY09 FY10 FY09

201056 2009F 20105 2009
78.6 70.7 215.4 193.3
136.2 99.4 373.2 271.8
190.1 176.3 520.9 481.7
248.3 213.8 680.2 584.3
278.7 283.4 763.6 7744
419 38.1 114.9 104.1
854 79.1 233.9 216.1
163.8 131.6 447.8 359.5

N/A 39.5 N/A 115.9
201 23.7 55.1 64.7
N/A 17.3 N/A 47.3
41.2 35.8 112.9 97.8
32.7 37.6 89.7 102.7
14.9 251 40.9 68.8
57.0 446 156.1 1224

6.6 71 18.2 25.7

6.5 52 17.8 229
23.8 7.5 65.3 82.0
454 5.1 124.4 190.0
61.9 1.4 169.6 735.0

BEE

1. This store has ceased business on December 2009.

2. This store has ceased business on January 2010.

3. The above-mentioned are unaudited figures and based on

internal records.

1. ZER-ZEZNF+ A4

per day
SHREER
FrissaesE
(RMB)
(ARETT)

FY10 FY09
2010F 20095
26.9 24.2
18.9 13.6
27.2 252
325 27.9
39.0 39.5
252 75
254 235
95.3 76.5
N/A 10.3
10.5 124
N/A 13.2
12.7 11.0
14.9 6.5
5.1 8.5
334 26.2
7.5 10.5
12.6 16.1
5.7 7.2
19.8 30.3
17.2 74.8

FER T —TFE A% -

BRX5FHE
(RMB)

(AR
FY10 FY09
20104 20094
33.6 29.0
64.1 48.3
67.9 51.9
94.4 73.4
81.4 70.2
28.5 26.5
53.7 413
71.0 56.1
N/A 426
19.6 17.8
N/A 18.8
29.8 28.0
33.0 33.4
26.5 32.8
39.0 30.5
25.4 26.0
18.3 17.9
27.5 27.3
28.0 31.6
48.0 66.7
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The Group fully acknowledges its obligations to its shareholders
and investors. For the year ended 31 December 2010, the
Company has been in strict compliance with the applicable legal
and regulatory requirements of domestic or foreign securities
regulatory authorities and has been devoted to improving the
transparency of its corporate governance and the quality of
information disclosure. The Group also attaches great importance
on communication with its shareholders and strives to ensure
the timeliness, completeness and accuracy of its information
disclosure to its shareholders and investors and to the protection
the interests of investors. The Board has strictly complied with the
principles of corporate governance and is dedicated to improving
the management quality of the Company and the standard of
corporate governance continually in order to protect and enhance
value for shareholders. To this end, the Company adopted the
principles in the Code on Corporate Governance Practices set out
in Appendix 14 of the Listing Rules (the “Code”) with the aim of
enhancing the quality of corporate governance of the Group. Such
adoption was reflected in the Company’s Articles of Association,
internal rules and regulations and the corporate governance
implementation practices.

The Board is pleased to confirm that, the Company has complied
with all provisions of the Code for the year under review and none
of the Directors is aware of any information that would reasonably
indicate that the Company is not or was not for any time during the
year under review in compliance with the provisions of the Code.
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PEERRE(E)

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

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

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

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

— the executive Directors/management in charge of various
aspects of the operations of the Company are responsible
for the management of daily operations of the Company.
The Board is responsible for setting and handling policies,
financial and formulating affairs affecting the overall
strategy of the Company, including financial statements,
dividends policy, material changes to accounting policies,
annual operating budget, material contracts, key finance
arrangements, major investments and risk management
policies;
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— the management has received clear guidelines and
instructions in respect of their authorities, especially under
all circumstances to report to the Board and to seek Board’s
approval prior to making any decision or entering into any
commitment on behalf of the Company; and

— to review the responsibilities and authorities delegated to
the executive Directors/management on a regular basis and
to ensure such arrangements are appropriate. The Board
held four meetings during the year. Attendance record of the
Directors (including attendance by proxy) is as follows:
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Executive Directors HITES 4

Attendance
Name ®H HERE
Mr. Zhuang Lu Kun (Chairman) HEEmE L (EER) 3/4
Mr. Zhuang Pei Zhong RS A 4/4

Mr. Gu Wei Ming BARTARLE A 4/4
Mr. Zhuang Xiao Xiong R A 3/4
Independent Non-executive Directors BAFHITES 3

Attendance
Name ®H HERE
Mr. Chin Kam Cheung IR A 4/4
Dr. Guo Zheng Lin FIEMIEL 0/4
Mr. Ai Ji TR E 3/4

Note: Except for the above-mentioned regular Board meetings
during the year, the Board also held meetings whenever
Board’s decision on any specific matter is required. All
Directors will receive the meeting notice, detailed agenda
of the meeting and the relevant information within a
reasonable period prior to the meeting.

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

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

The monitoring and assessment of certain governance matters
are allocated to three committees which operate under written
terms of reference. The composition of the committees up to the
date of this report is set out in the table below:

Directors 4=}

Executive Directors HITES

Mr. Zhuang Lu Kun (Chairman) R (FER)
Mr. Zhuang Pei Zhong MR A

Mr. Gu Wei Ming BEmALAE

Mr. Zhuang Xiao Xiong SR

Independent Non-executive Directors BUKHITES
Mr. Chin Kam Cheung IR A

Dr. Guo Zheng Lin FOEMB L

Mr. Ai Ji N Rk E

The Company has established an audit committee on 30 April
2007 with written terms of reference in compliance with the Listing
Rules. The audit committee comprises the three Independent
Non-executive Directors who together have substantial experience
in the fields of accounting, business, corporate governance and
regulatory affairs.

The audit committee is responsible for reviewing the accounting
principles and practices adopted by the Company as well as
substantial exceptional items, internal controls and financial
reporting matters, which included a review on the audited annual
results for the year ended 31 December 2010.

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

Four meetings have been held in 2010.
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PEERRE(E)

The Company has established a remuneration committee on 30
April 2007 with written terms of reference in compliance with the
Listing Rules. The remuneration committee comprises the three
Independent Non-executive Directors and one Executive Director.

The primary duties of the remuneration committee are to review
and determine the terms of remuneration packages, bonuses and
other compensation payable to Directors and senior management.
In addition, it has responsibility for reviewing and making
appropriate recommendations to the Board on the remuneration
policy and structure of all the Directors and senior management.

No meeting has been held in 2010.

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

No meeting has been held in 2010.

The Directors hereby confirm their responsibilities for preparing
the financial statements of the Company. The Directors confirm
that the preparation of the financial statements of the Company
complied with the relevant laws and accounting standards and
that the Company would publish the financial statements of the
Company at the appropriate time. The responsibilities of external
auditor to the shareholders are set out on page 56.
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Report on Corporate Governance (Continued)
PEEBRE(H)

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

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

REMUNERATION OF AUDITOR

The Audit Committee is responsible for considering the
appointment of external auditor and reviewing their remuneration.
For the year under review, audit fee of approximately RMB736,000
were incurred by the Company to the external auditor as service
charge for their audit of the Group’s financial statements for the
year ended 31 December 2010.

INTERNAL CONTROL

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

ORGANISATIONAL STRUCTURE

The Group has established an organizational structure, which sets
out the relevant operating policies and procedures, duties and
authorizations.

AUTHORIZATIONS AND CONTROLS

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

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

ACCOUNTING SYSTEM MANAGEMENT

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

CONTINUING OPERATION

During the relevant year, there are no uncertain events or
conditions that may materially affect the continuing operation of
Group on an ongoing concern.
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The Company reports to the shareholders regarding corporate
information of the Group on a timely and accurate basis.
Printed copies of the 2010 interim report have been sent to
all shareholders. The Company places great emphasis on
communication with shareholders and investors of the Company
and improving the Company’s transparency of information
disclosure. As such, designated officers are assigned to handle
relations with investors and analysts. During the year, the
Company has met several fund managers analysts and media
reporters and answered their inquiries. Site visits to stores and
face-to-face meetings were arranged for them so as to enhance
their understanding of the Company’s operation and also its
latest business developments. The Company made disclosures
in a faithful, true, accurate, complete and timely manner in strict
accordance with the applicable laws and regulations, Articles of
Association and Listing Rules. At the same time, the Company
places great importance in collecting and analysing various
comments and recommendations of analysts and investors on
the Company’s operations, which would be compiled into reports
regularly and adopted selectively in its operations. The Company
has set up a website, allowing investors to access updates on the
Company’s particulars, statutory announcements, management
and recent operating affairs. All published annual reports, interim
reports, circulars and announcements since the Listing are and
will be included in the “Investors Relations” section of the website.
The Company persistently adheres to its disclosure principle of
honesty and integrity and actively initiates communications with
various parties. In particular, it held corporate presentations,
press conferences and one-on-one investor meetings following
the announcement of interim and annual results and decisions
to major investments. The Company also participates in a
series of investor relation activities and conducts one-on-one
communication with investors on a regular basis.
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Report of the Directors
EFEHS

The Directors are pleased to present their annual report together
with the audited financial statements of the Company for the year
ended 31 December 2010.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.
Details of the principal activities of each member of the Company
are set out in note 14 to the financial statements. The principal
activities of the operating subsidiaries of the Company during the
year ended 31 December 2010 are operation and management of
retail stores.

RESULTS

The results of the Company for the year ended 31 December
2010 are set out in the consolidated statement of comprehensive
income on page 58.

DIVIDENDS

The Board of Directors propose the payment of a final dividend for
the year ended 31 December 2010 of RMB0.33 cent per ordinary
share .

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment of
the Company during the year are set out in note 11 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 23 to the financial statements.

RESERVES

Details of the movements in the reserves of the Group and the
Company during the year are set out in consolidated statement
of changes in equity and note 24 to the financial statements
respectively.

SHARE OPTIONS

Details of the Company’s share option scheme and the
movements in the share options are set out in note 25 to the
financial statements.
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DISTRIBUTABLE RESERVES
As at 31 December 2010, the Company’s distributable reserves
amounted to approximately RMB252.5 million.

PRE-EMPTIVE RIGHTS

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

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

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

DIRECTORS

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

Executive Directors:
Mr. Zhuang Lu Kun

Mr. Zhuang Pei Zhong
Mr. Gu Wei Ming

Mr. Zhuang Xiao Xiong

(Chairman)
(Chief Financial Officer)
(Chief Procurement Officer)

Independent Non-executive Directors:
Mr. Chin Kam Cheung

Dr. Guo Zheng Lin

Mr. Ai Ji

Pursuant to Article 87(1) of the articles of association of the
Company, Mr. Ai Ji, Mr. Zhuang Lu Ku, and Mr. Zhuang Pei
Zhong shall retire from office at the forthcoming Annual General
Meeting by rotation. All retiring Directors, being eligible, will offer
themselves for re-election. The re-election of Directors will be
individually voted by Shareholders.
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Report of the Directors (Continued)
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The Board confirmed that the Company has received from each of
the Independent Non-executive Directors an annual confirmation
of his independence pursuant to Rule 3.13 of the Listing Rules
of the Stock Exchange. The Company considers that all of
the Independent Non-executive Directors are independent. All
of the Independent Non-executive Directors are members of
the Company’s audit committee, nomination committee and
remuneration committee.

The biographical details of the Directors and the senior
management are set out on pages 9 to 11.

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

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

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

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

(i) the Executive Directors may be granted, at the discretion
of the Board, the share option scheme adopted by the
Company, as part of their remuneration package.
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Report of the Directors (Continued)
Exewms(E)

Save as disclosed in section under “Continuing Connected
Transaction” of this report on pages 44 to 52, no Director nor
controlling shareholders had a material interest, either directly
or indirectly, in any contract of significance to the business of
the Company. There is no contract of significance between the
Company, its holding company or any of its subsidiaries or its
controlling shareholder during the year.

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

The Company adopted a share option scheme (the “Share Option
Scheme”) pursuant to a resolution of the sole shareholder of the
Company passed on 30 April 2007. The Share Option Scheme
complies with the requirements of the Listing Rules. Certain share
options have been granted to the Directors and the employees of
the Company under the Share Option Scheme since its adoption
and up to 31 December 2010. Details of the outstanding options
as at the reporting date are set out in note 25 to the financial
statements.

As at the date of this annual report, the number of shares in
respect of which options had been granted under the Share Option
Scheme adopted by the Company and remained outstanding
under the Scheme was 96,749,998 shares, representing 9.32% of
the shares of the Company in issue.

The remaining life of the scheme is around 6 years.

Regarding the values of options as disclosed in this report, it is
warned that due to subjectivity and uncertainty of the values of
options, such values are subject to a number of assumptions and
the limitation of the model.

BRAEFUMEBHEMER S | — AR E
FI MEBEEFESARBRBRRERXEER AR
EBEMNBERERATHEEENEZD - ARF] - H
2 A AR AT M A B s B AR AR R R 2 R
FARLEFEFMERER -

FAMBIT LRI B BEBARRREE 2 BHAM
ZHDERRITHOER -

ARARBEAABE-RRERR_FZTLFMOA
=THBBZREREA - RBEROE B[R
s8] - RS EINA LHRAZHAE - A
KRB EAEUNREEE-F—FF+ A
=t BARL ATERECETEZERARQFA
B8 - RNEMAEKRITE2BREFBENYH
AR FE25

RAFHREH  REARBRANDBRAET S
BERERTENBRERSRBENDEE R
96,749,9981% - HHE N AR A2 EITHR19.32% °

BB TFEROR/NE -
BERAAREHRBEZBEREEE  BHIE AR
BheEEzIBUELTHEEN FHREERZ
AR LB REERRS
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Report of the Directors (Continued)
Exewms(E)

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

As at 31 December 2010, the interests or short positions of the
Directors and chief executives in the shares, underlying shares or
debentures of the Company or any associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
(“SFQ”)) which (a) were required notification to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which any such
Director and chief executives is taken or deemed to have taken
under such provisions of the SFO); or which (b) were required
pursuant to Section 352 of the SFO to be entered into the register
maintained by the Company; or which (c) were required, pursuant
to Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) contained in the Listing Rules, to be
notified to the Company and the Stock Exchange were as follows:

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

EERESTHRAERAQ A REBE
ZERG  HEROREEINEDR

NP

/A)E'

S —ZTF+-_A=+—B BEBEEESTH
RNARR S EEAEREZE(TEREFR
1B 355 R A EAE0I D EEXVER) Z B fn - #8
B EST - HH)RIEESMPEEGE

XVELE7 %85 2B ME AN F) KB T2 ek 5k
Mﬁ(ﬁﬁﬁﬂﬁﬁi$&XnﬁﬁA§ﬁ%%
FRBEEFIEBIE W EESARIEE 2 =
SRR ¢ S(b)IRIEEH MBS K5 5535215 8 H,
ARRBIGEEELMAZESIOKE ()R
B TR BT E £ e A§$Lﬂp%x%m
SEARESFRN(MZESTADEANE AR R FT 2
BmEORBIT

T

A
HFJ

F'>ﬂ]][V>|]]]U||

(a) &4 TEREME.018E T LER

Number of shares/

Underlying Shares Held Percentage

RS, HEROEE of Issued

Personal Family Total Shares

Name Capacity Interest Interest Interest HERT

HE %) PN RIRRER R RO BEDL

Mr. Zhuang Lu Kun (Mr. Zhuang) Beneficial 617,757,500 67,500,000 685,257,500 66.05%

A P g S A (BE SR AE) Owner (Note 1)
BEmEAA (M$3E1)

Beneficial 2,000,000 - - -
Owner (Note 2)
EamEE A (KzE2)

Mr. Zhuang Pei Zhong Beneficial 1,000,000 - - -
Hom RS Owner (Note 3)
EmEAA (PH7E3)

Mr. Gu Wei Ming Beneficial 940,000 - - -
EEERRLAE Owner (Note 4)
EamEE A (Kt5T4)

Mr. Zhuang Xiao Xiong Beneficial 75,000,000 - 75,000,000 7.23%

NS A Owner 2,000,000 - - -
EmEa A (Note 5)
(Ft7E5)
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Report of the Directors (Continued)
Exewms(E)

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)
(a) Ordinary Shares of HK$0.01 each of the Company
(Continued)
Notes:

(1) 67,500,000 Shares are be held by Mrs. Zhuang Su Lan (“Mrs.
Zhuang”). Since Mrs. Zhuang is the spouse of Mr. Zhuang,
under the SFO, Mr. Zhuang is deemed to be interested in the
said Shares held by Mrs. Zhuang.

(2) These shares would be allotted to Mr. Zhuang upon the
exercise in full of the share options granted to him under the
Share Option Scheme.

(3) These Shares would be allotted to Mr. Zhuang Pei Zhong upon
the exercise in full of the share options granted to him under
the Share Option Scheme.

(4) These Shares would be allotted to Mr. Gu Wei Ming upon the
exercise in full of the share options granted to him under the
Share Option Scheme.

(5) These shares would be allotted to Mr. Zhuang Xiao Xiong upon
the exercise in full of the share options granted to him under
the Share Option Scheme.

All the interests disclosed above represent long position in the
shares and underlying shares of the Company.
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Report of the Directors (Continued)

EEeRE(H)

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN SHARES,

JIAHUA STORES HOLDINGS LIMITED ANNUAL REPORT 2010

EERBEITHRAERAD TR A
ZERG  HEROREEINEDR

UNDERLYING SHARES AND DEBENTURES #&(#)
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

(b) Share Options

Options to subscribe for Shares

(b)

B
Al GRRE R 17 < REAR 1

Outstanding Number of ~ Number of  Number of
options options options options Outstanding
at the granted  exercised lapsed  options at
beginning  during the during during  the end of Exercise
Name/Category of the year year  the year theyear  the year price per
of Participants REY  ERRE  ERTE EREX RER Share
S8EAL HRITEZ BRE <BRE  ZBRE X7z Dateofgrant  Exercise Period SRERG
#% /85l BRE LE %8 L BRE RLAH yid ] ke
HK$
BT
Directors
Bz
Mr. Zhuang Lu Kun 1,000,000 - - - 1,000,000  30/4/2007 21/11/2007 to 20/11/2012 1.04
M eSS ZETEET-ACH
MA=1H FIE-CET-ACTH
1,000,000 - - - 1,000,000  8/8/2008 9/8/2008 to 8/8/2013 0.46
ZRENE ZEZ\E\ANA
NANR 22F-=%/\A/\H
Mr. Zhuang Pei Zhong 600,000 - - - 600,000  30/4/2007 21/11/2007 to 20/11/2012 1.04
hAEE —TTtE It 2 S I =
MA=1H FIE-CEt-ACTH
400,000 - - - 400,000  8/8/2008 9/8/2008 to 8/8/2013 0.46
—EEN\E —ZEZ\E\ANA
NANR 22F-=%)\A/\H
Mr. Gu Wei Ming 540,000 - - - 540,000  30/4/2007 21/11/2007 to 20/11/2012 1.04
BlmrE ZERLE S e g B =
MA=1H FIE-CE+-ACTH
400,000 - - - 400,000  8/8/2008 9/8/2008 to 8/8/2013 0.46
ZEENE “ZEZ\E\ANA
NANR 22F-=%)\A/\H
Mr. Zhuang Xiao Xiong 1,000,000 - - - 1,000,000  30/4/2007 21/11/2007 to 20/11/2012 1.04
AMER A ZERLE ZEREET-AZ+-A
MA=1H FIE-CE+-ACTH
1,000,000 - - - 1,000000  8/8/2008 9/8/2008 to 8/8/2013 0.46
ZEENE —EZN\E\ANA
NANR 222-=%)\A/\H
Save as disclosed above, none of the Company’s Directors, BREXEREN  ARENES Fa1TK

chief executive and their associates, had any interests or
short positions in the shares and underlying shares of the
Company or any of its associated corporations that was
required to be recorded pursuant to section 352 of the SFO
at the date of this report.

ABHFENHEA T HERAQFHHT
AR EE = B A AR 1D R AR B (0 MR B (T %S
PRE - TR IRE H R EE GG 352115
AEBEHRA FLARE
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Report of the Directors (Continued)
Exewms(E)

DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by
means of the acquisition of shares in or debentures of the
Company or any other body corporate granted to any Director
or their respective spouse or minor children, or were any such
rights exercised by them; or was the Company or any of its
subsidiaries a party to any arrangement to enable the Directors,
their respective spouses or minor children to acquire such rights in
any other body corporate.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 31 December 2010, according to the register kept by the
Company pursuant to Section 336 of the SFO, and so far as
was known to any Director, the following persons (other than the
interests of certain Directors disclosed under the section headed
“Directors’ and Chief Executives’ Interests and Short Positions
in Shares, Underlying Shares and Debentures of the Company
or any associated Corporation” above), had an interest or short
position in the shares and underlying shares of the Company
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO:

EEWERONEERNVER

FRAEAKERERTAEFARSZTENESE
AR EFF LR B AHEBEARAR B REMEAME
ABEER D S EREE BN @2 A - MiKE
TMEITEAE M A RN - AR R R E AT E
REMESEEFALE BEEE REZFAW
FBIARNEFRESERAEMEAEEZ AR
REF

FERRRAQAREEBEBRD
HEROREEENERZR AR

RIZE-ZF+-_A=1+—8 BRARFRE
EHMHEGRIIEBHEFEZECMAT &
BERMAE BREXEER&ESTRAERA
NEREABAERD - HERD REEENE
SRR B REE TESE 2 ERIN - TIIA
ITRARA RN EBEROT BEREESF R
HIERGI EXVERE2 37 GRS AR AR AR R
ZRERIORR

Personal/ Percentage
corporate of issued
interest Family share capital
Name Type of interest  Capacity BAS interest Total {HERITHRA
HE ERER 55 NEER Rk e AL
Mrs. Zhuang Personal Beneficial owner 67,500,000 617,757,500 685,257,500 66.05%
LR/ (BN EmEE A (Note 1)
(B3E1)
2,000,000 - -
(Note 2)
(KE2)



JIAHUA STORES HOLDINGS LIMITED ANNUAL REPORT 2010

Report of the Directors (Continued)
Exewms(E)

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES
OF THE COMPANY AND ITS ASSOCIATED
CORPORATIONS (Continued)

Notes:

(1) 617,757,500 Shares are held by Mr. Zhuang Lu Kun (“Mr. Zhuang”).
Since Mr. Zhuang is the spouse of Mrs. Zhuang, under the SFO,
Mrs. Zhuang is deemed to be interested in the said Shares held by
Mr. Zhuang.

(2) These Shares would be allotted to Mr. Zhuang upon the exercise
in full of the share options granted to him under the Share Option
Scheme. Since Mr. Zhuang is the spouse of Mrs. Zhuang, under the
SFO, Mrs. Zhuang is deemed to be interested in the said Shares
which are subject to the Share Options granted to Mr. Zhuang.

Save as disclosed above, there was no other person known to the
Directors, other than the Directors, who, as at 31 December 2010,
had an interest or a short position in the shares and underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO.

FERRRA QAR HE BB }il)%"fﬁ ‘
MHEROREEFENESZR AR (®

(1) 617,757,500 0% A& 17 B3 it Fe s s A= (T s A ) 5
o ARERERMAZERM  BREZHF K
ERO] - HEABARERIEERAZ LR H+H
BEER

(2) RBEREE WERNENETHLEZE
PR BT RR M MBS - AREEEREX
ZEB  WREESFRBEERY  HEREEER
SRR 2 BB N2 Bt o A s o

BEXHEEN R-Z—TF+ A E+—E| .
BEEMA  RESFUIMEEERMALIREAR
f&1n R ABRER 0 A %WEEM#&HH;MJ
xv*li%z)}is"* &AM SR B4 58 2 e e okosk
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Report of the Directors (Continued)
Exewms(E)

The Company has entered into the following non-exempt
continuing connected transactions under Rule 14A.35 of the
Listing Rules, which the Stock Exchange has granted waivers
to, but subject to the disclosure in the annual report under Rule
14A.42 of the Listing Rules.

1.

Lease of office premise from Mr. Zhuang

Mr. Zhuang is an executive Director and a controlling
shareholder, and thus a connected person of the Company.
Pursuant to a lease agreement dated 6 November 2006
(“Office Lease Agreement”) between Mr. Zhuang (as landlord)
and RIITHEEBEBMR AR (Shenzhen Baijiahua
Department Stores Company Limited) (“BJH Department
Stores”), a subsidiary of the Company (as tenant), BJH
Department Stores leases the office premise situated at
Unit 301, 3rd Floor, Block 1 Baijiahua Building, Hedong
Road, Xixiang Town, Baoan District, Shenzhen, Guangdong
Province, the PRC of a gross floor area of approximately
647.84 square meters for a term of 15 years commencing
from 1 June 2006 and expiring on 31 May 2021 at a monthly
rent of RMB16,843 with triennial increase of 5%. Pursuant to
a supplemental agreement dated 6 November 2006 between
Mr. Zhuang and BJH Department Stores, the parties agreed
that if the Company cannot meet the requirements in respect
of continuing connected transactions (including but not limited
to obtaining approval by independent shareholders), BJH
Department Stores has the right to terminate the transactions
under the Office Lease Agreement by giving written notice to
Mr. Zhuang, without any payment or compensation. Pursuant
to the Office Lease Agreement, the total annual consideration
paid by BJH Department Stores for the year ended 31
December 2010 was approximately RMB212,000 and has
not exceeded the annual cap of RMB220,000 as disclosed
in the prospectus. The relevant amount which are expected
to be payable by BJH Department Stores will not exceed
RMB220,000 for the year ending 31 December 2011.

The rental paid for Xixiang office as disclosed above of
RMB212,000 is included under note 28(b) to the financial
statements for the year ended 31 December 2010.

ARRBRIA A TIRIE £ AR Bl 55 14A 351K E B 2
PIRLH#BeNERRRERERS  EEERS
JANRIR E TR AIE14A 4216 F AR EER

HiEEREEHERETEYE
HPEHE A BMITES RIERARER - BT
BARNTR R E A T o AR IR R oL A (f1E
BEFTVEARNRMNBARRIITEEESR
BEERAB(BEEEE] EAHERP)RZ
EERF+—AAHIUMNBERR(ET
EHEERR])  BEZEEEHEMRTEE
HEFMELZRAMPETREAEERKR
E1R3EIFRMBTIEYE - BEMED
647.84F 5Kk - HEAIA ZFEFE/NA—H
BE_Z-_—FRA=1+—HER  AH
+EF - BAAR¥16,84370 0 BE=FIEIE
5%  IRFHEHAFEEEEFEN-F
ERET—ARNBIUNHRE L8
FRBMARAKREETHEBEIID
RE(BEETRERARGE AR E) |
FEREARMEERT AL EmMAA
EHAEREANRSEETRIEETER
ERFENRS RESFTELERZ 81
ERAEHE T ETF+-A=+—ALt
FEINNFERLRELN A ARK212,000
L WEBHERERMFFELRARE
220,0007T - EEHHEEEEEHZEZE T ——
F+Z A=+ RAEFERMNNABSET
2B A R #220,0007T °

M EXPAREE  ARRFEZENEER
AR#¥2120007T - CEHREE-_T—TF
T A=t B LFEZHMBEHEME28(b)
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Lease of four store premises and rental income
received for lease of certain spaces of the
Gongming store to Baisheng from BJH Industrial

ATBEEEEZEREABMR AR (Shenzhen Baijiahua
Industrial Development Company Limited) (“BJH Industrial’) is
owned as to 90% by Mr. Zhuang and 10% by Mrs. Zhuang.
BJH Industrial is thus an associate of Mr. Zhuang and
therefore a connected person of the Company. The Group
leases four store premises and rental income received for
lease of certain spaces of the Gongming store to Baisheng
from BJH Industrial, details of which are set out as follows:

(i) Lease of store premises for the Longhua Store
Pursuant to a lease agreement dated 5 April 2005
(“Longhua Store Lease Agreement”) between BJH
Industrial (as landlord) and BJH Department Stores
(as tenant), BJH Department Stores leases the store
premises situated at Levels 1 to 5, Jiahua Emporium,
No. 291 Renmin Bei Road, Longhua Street, Baoan
District, Shenzhen, Guangdong Province, the PRC of
a gross floor area of approximately 24,549.25 square
metres for a term of 15 years commencing from 1 March
2004 and expiring on 28 February 2019 at a monthly
rent of RMB490,985 with triennial increase of 5%
starting from 1 March 2008. Pursuant to a supplemental
lease agreement dated 18 November 2006 between
BJH Industrial and BJH Department Stores, the
parties agreed that if the Company cannot meet the
requirements in respect of continuing connected
transactions (including but not limited to obtaining
approval by independent shareholders), BJH Department
Stores has the right to terminate the transactions without
any payment or compensation. Pursuant to the Longhua
Store Lease Agreement (as supplemented), the total
annual consideration paid by BJH Department Stores for
the year ended 31 December 2010 was approximately
RMB6,186,000 and has not exceeded the annual cap
of RMB6,190,000 as disclosed in the prospectus. The
relevant amount which are expected to be payable by
BJH Department Stores will not exceed RMB6,450,000
for the year ending 31 December 2011.

2,

FH B E 3 A PO IR R S 3 R ER
BEBEELAAREEZEHSRA

FINTHEEEXHRARAA(AEE
B )RR LA RAEAD BIEHI0% K
10% ° Bt - B3 E 5 /R 5 FE i 5T A Ay B
BALRARBZBEAL - AEERAE
FEXHEMBEREHDEIEDEBEER
RAEEZES WA - BREFBNT

() HEREESEEMEEYE
REAEEEX(EAE T )BHEER
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FUMBEERZ([ERETEEHER
#) O BEEEEHEMNTRER
BERYITMELZ@EEFEARILEK291
SREERSI1E5EN/EHEYE  BR
HE#2454925F 5K g =&
TNF=ZA—HRE-_T—NLF_A
Z+NBE®m BETRTF AEAR
#4909857 - H—_ZEZENF=A—H
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RARGEETHEFREIINATE (B
FERTRAEGSE IR E)  BE
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THRIER S - REREGEEHEERHH
(7)) BEEFERE_Z—TF
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Report of the Directors (Continued)
BExgREE)

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

(i)  Lease of store premises for the Songgang Store
Pursuant to a lease agreement dated 30 April 2005
(“Songgang Store Lease Agreement”) between BJH
Industrial (as landlord) and BJH Department Stores
(as tenant) and as supplemented by two supplemental
agreements dated 18 November 2006 and 29 March
2007 respectively both made between BJH Industrial and
BJH Department Stores, BJH Department Stores leases
the store premises situated at Levels 1 to 5, Jiahua
Emporium, No. 293 Songgang Section of State Avenue
107, Baoan District, Shenzhen, Guangdong Province,
the PRC of a gross floor area of approximately 23,134
square metres for a term of 15 years commencing from
1 March 2004 and expiring on 28 February 2019 at a
monthly rent of RMB458,260 during the period from
1 March 2004 to 30 April 2005 and RMB462,680 with
effect from 1 May 2005. The monthly rent is subject
to a triennial increase of 5% starting from 1 March
2008. Pursuant to a supplemental lease agreement
dated 18 November 2006 between BJH Industrial and
BJH Department Stores, the parties agreed that if the
Company cannot comply with the requirements in
respect of continuing connected transactions (including
but not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right
to terminate the transactions under the Songgang
Store Lease Agreement by giving written notice to
BJH Industrial, without any payment or compensation.
Pursuant to the Songgang Store Lease Agreement
(as supplemented), the total annual consideration
paid by BJH Department Stores for the year ended 31
December 2010 was approximately RMB5,830,000 and
has not exceeded the annual cap of RMB5,830,000 as
disclosed in the prospectus. The relevant amount which
are expected to be payable by BJH Department Stores
will not exceed RMB6,080,000 for the year ending 31
December 2011.

2. HEEFEFEEHENERERHYERBE
BEBEEAHAFEE ZHS WA E

(ii)
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Report of the Directors (Continued)
BExgREE)

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

(i) Pursuant to a lease agreement dated 1 May 2009
(“Qianjin Store Lease Agreement”) between BJH
Industrial (as landlord) and BJH Department Stores
(as tenant), BJH Department Stores leases the store
premises situated at Level 1 and Level 2 of Block 1,
Shenzhen Baoan District 30 Taihua Building, Qianjin
Road, Xinan Jiedao, Baoan District, Shenzhen City,
Guangdong Province, the PRC of a gross floor area
of approximately 4,216 sq.m. for a term of 3 years
commencing from 1 June 2009 and expiring on 31 May
2012 for a monthly rental of RMB130,696. Pursuant
to the Supplementary Store Lease Agreement dated
28 January 2010 between BJH Industrial (as landlord)
and BJH Department Stores (as tenant), the monthly
rental has been reduced to RMB84,320. Effective from
1 February 2010 to the end of the original lease. The
parties to the Qianjin Store Lease Agreement agreed
that if the Company cannot meet with the requirements
in respect of continuing connected transactions (including
but not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right to
terminate the transactions under the Qianjin Store Lease
Agreement by giving written notice to BJH Industrial
without any payment or compensation. Pursuant to
the Qianjin Store Lease Agreement, the total annual
consideration paid by BJH Department Stores was
approximately RMB1,005,000 for the year ended 31
December 2010, and has not exceeded the annual cap
of RMB1,010,000 as disclosed in the announcement
dated 28 April 2010. The relevant amount which are
expected to be payable by BJH Department Stores will
not exceed approximately RMB1,010,000 for the year
ending 31 December 2011.

The rental paid for Longhua store, Songgang store
and Qianjin store as disclosed above of approximately
RMB6,186,000, approximately RMB5,830,000 and
approximately RMB1,005,000 respectively totalling
approximately RMB13,021,000 are included under note
28(a)(i) to the financial statements for the year ended 31
December 2010.
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2,

Lease of four store premises and rental income

received for lease of certain spaces of the

Gongming store to Baisheng from BJH Industrial

(Continued)

(iv) Lease of store premises for the Gongming Store
Pursuant to a lease agreement dated 28 April 2002
(“Gongming Store Lease Agreement”) between &3l
TR EE£AR AR (Shenzhen Zhong Peng Zhan
Industrial Co., Ltd.) (“Zhong Peng Zhan”) (as landlord)
and BJH Industrial (as tenant), BJH Industrial leases
the store premises situated at No. 1 Changchun
Nan Road West, Gongming Town, Baoan District,
Shenzhen, Guangdong Province, the PRC (“Gongming
Premises”) of a gross floor area of approximately
21,843 square metres for a term of 15 years
commencing from 16 November 2002 and expiring on
15 November 2017 at a monthly rent of RMB480,546.
Pursuant to a supplemental lease agreement dated
1 March 2004 between Zhong Peng Zhan and BJH
Industrial (the “Gongming Store Supplemental Lease
Agreement”), Zhong Peng Zhan has consented that
BJH Industrial can provide the Gongming Premises for
occupation by BJH Department Stores. Zhong Peng
Zhan also consented that BJH Department Stores
shall pay the rental under the Gongming Store Lease
Agreement directly to Zhong Peng Zhan, and BJH
Industrial has guaranteed the timely payment of rentals
to Zhong Peng Zhan by BJH Department Stores.
Pursuant to agreement dated 8 December 2006
between BJH Industrial and BJH Department Stores,
BJH Industrial confirmed its agreement to provide the
Gongming Premises for the use by BJH Department
Stores and BJH Department Stores confirmed its
agreement to use the Gongming Premises on the
same terms of the Gongming Store Lease Agreement
(including but not limited to the period of the lease
and rental) and BJH Industrial and BJH Department
Stores further agreed that if the Company cannot
meet the requirements in respect of continuing
connected transactions (including but not limited to
obtaining approval by independent shareholders), BJH
Department Stores has the right to terminate the lease
of the Gongming Premises by giving written notice to
BJH Industrial, without any payment or compensation.
Despite BJH Department Stores pays the rental in
respect of the Gongming Premises directly to Zhong
Peng Zhan and not to BJH Industrial, since BJH
Industrial is a party to the Gongming Store Lease
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2,

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

(iv) Lease of store premises for the Gongming Store

(v)

(Continued)

Arrangement (as defined below) and BJH Industrial
has guaranteed to Zhong Peng Zhan the timely
payment of rentals by BJH Department Stores, the
lease arrangement pursuant to the Gongming Store
Lease Agreement, Gongming Store Supplemental
Lease Agreement and the agreement between BJH
Industrial and BJH Department Stores mentioned
above (“Gongming Store Lease Arrangement”)
constitute continuing connected transactions of the
Company. Pursuant to the Gongming Store Lease
Agreement (as supplemented), the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2010 was approximately
RMB5,510,000 and has not exceeded the annual cap
of RMB5,520,000 as disclosed in the prospectus. The
relevant amount which are expected to be payable by
BJH Department Stores will not exceed RMB5,520,000
for the year ending 31 December 2011.

The rental paid for Gongming store as disclosed above
of approximately RMB5,510,000 is included under note
28(a)(ii) to the financial statements for the year ended
31 December 2010.

Lease of certain spaces of the Gongming store to
Baisheng

Certain spaces of the Gongming Store are leased to
Baisheng pursuant to a lease agreement entered into
between BJH Industrial and Baisheng for commercial
purposes. Pursuant to the supplemental agreement
dated 6 November 2006 between BJH Industrial and
BJH Department Stores, all rentals received pursuant to
such lease agreement shall belong to BJH Department
Stores. The amount of rental income received by
the BJH Department Stores in respect of the leasing
of spaces of Gongming store by Baisheng was
approximately RMB1,208,000 for the year ended 31
December 2010.

The rental received for Gongming store as disclosed
above of approximately RMB1,208,000 is included
under note 28(a)(iii) to the financial statements for the
year ended 31 December 2010.
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Lease of two store premises from JH Real Estate
R EERFERIEAMR AR (Shenzhen Jiahua Real
Estate Development Company Limited) (“JH Real Estate”) is
owned as to 60% by Mrs. Zhuang and 40% by BJH Industrial
(a company owned as to 90% by Mr. Zhuang and 10% as
to Mrs. Zhuang). Since Mrs. Zhuang is the spouse of Mr.
Zhuang, she is an associate of Mr. Zhuang. Since Mrs.
Zhuang is interested in the equity capital of JH Real Estate
so as to exercise or control the exercise of 30% or more of
the voting power at general meetings of JH Real Estate,
JH Real Estate is an associate of Mr. Zhuang and also a
connected person of the Company. The Group leases two
stores premises from JH Real Estate, details of which are set
out as follows:

(i) Pursuant to a lease agreement dated 6 November
2006 (“Shiyan Store Lease Agreement”) between JH
Real Estate (as landlord) and BJH Department Stores
(as tenant), BJH Department Stores leases the store
premises situated at Level 1 of Commercial Podium,
Jiahua Hao Yuan, Western Shiyan Avenue, Shiyan
Street, Baoan District, Shenzhen, Guangdong Province,
the PRC of a gross floor area of approximately 5,851.50
square metres for a term of 15 years commencing
from 16 November 2006 and expiring on 15 November
2021 at a monthly rent of RMB222,357 with triennial
increase of 5%. Pursuant to a supplemental agreement
dated 6 November 2006 between JH Real Estate
and BJH Department Stores, the parties agreed that
if the Company cannot meet with the requirements in
respect of continuing connected transactions (including
but not limited to obtaining approval by independent
shareholders), BJH Department Stores has the right
to terminate the transactions under the Shiyan Store
Lease Agreement by giving written notice to JH Real
Estate without any payment or compensation. Pursuant
to the Shiyan Store Lease Agreement, the total annual
consideration paid by BJH Department Stores for the
year ended 31 December 2010 was approximately
RMB2,802,000 and has not exceeded the annual cap
of RMB2,810,000 as disclosed in the prospectus. The
relevant amount which are expected to be payable by
BJH Department Stores will not exceed RMB2,810,000
for the year ending 31 December 2011.
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3. Lease of two store premises from JH Real Estate
(Continued)

(ii)

Pursuant to a lease agreement dated 23 February 2009
(“Shuyuan Yage Store Lease Agreement”) between JH
Real Estate (as landlord) and BJH Department Stores
(as tenant), BJH Department Stores leases the store
premises situated at Level 1 of Commercial Podium,
Jiahua Shuyuan Yage, Southwestern Side of Dabao
Road, Xinan Jiedao, Baoan District, Shenzhen City,
Guangdong Province, the PRC of a gross floor area of
approximately 2,693.69 square metres for a term of 3
years commencing from 1 March 2009 and expiring on
28 February 2012 for a monthly rental of RMB80,810.7.
Pursuant to the Supplementary Store Lease Agreement
dated 28 January 2010 between JH Real Estate (as
landlord) and BJH Department Stores (as tenant), the
monthly rental has been reduced to RMB53,873.8.
Effective from 1 February 2010 to the end of the
original lease. The parties to the Shuyuan Yage Store
Lease Agreement agreed that if the Company cannot
meet with the requirements in respect of continuing
connected transactions (including but not limited to
obtaining approval by independent shareholders),
BJH Department Stores has the right to terminate the
transactions under the Shuyuan Yage Store Lease
Agreement by giving written notice to JH Real Estate
without any payment or compensation. Pursuant to
the Shuyuan Yage Store Lease Agreement, the total
annual consideration paid by BJH Department Stores
was approximately RMB673,000 for the year ended
31 December 2010, and has not exceeded the annual
cap of RMB680,000 as disclosed in the announcement
dated 28 April 2010. The relevant amount which are
expected to be payable by BJH Department Stores will
not exceed approximately RMB670,000 for the year
ending 31 December 2011.

The rental paid for Shiyan store and Shuyuan Yage store
as disclosed above of approximately RMB2,802,000
and approximately RMB673,000 respectively totalling
approximately RMB3,475,000 is included under note
28(b) to the financial statements for the year ended 31
December 2010.

3.
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In the opinion of the Directors (including the Independent Non-
executive Directors), the terms of the continuing connected
transactions referred to above are made in the ordinary and
usual course of our business, on an arm’s length basis and on
normal commercial terms which are no less favorable than terms
available from independent third parties. The Directors (including
the Independent Non-executive Directors) confirm that these
transactions have been conducted in accordance with the relevant
agreements governing the transactions and are of the view
that the terms and conditions of these transactions are fair and
reasonable and are in the best interests of our Company and our
shareholders as a whole. The Directors, including the Independent
Non-executive Directors, are also of the view that the Annual
Caps are fair and reasonable as far as our shareholders taken as
a whole are concerned.

The Directors confirm that they have received a confirmation from
its auditor regarding the matters as stated in Chapter 14A.38 of
the Listing Rules for the continuing connected transactions as
stated in para. (1), (2)(i), (2)(ii), (2)(iii), (2)(iv), (3)(i) and (3)(ii)
above.

In respect of para. (2)(v) above, the auditor have unable to
determine whether the annual cap of the transaction has been
exceeded or not as we did not set the annual cap for the year
ended 31 December 2010. This was based on the fact that
i) the rental income transaction was a pre-existing continuing
connected transaction before listing at which time it was an
exempt transaction; and ii) there was no variation or renewal of
the agreement of the transaction. However, we will try to set the
annual cap for the transaction when it meets the announcement
requirement in future and comply with the disclosure requirement
in accordance with Chapter 14A of the Listing Rules.

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

The Directors confirm that the disclosure requirement in
accordance with Chapter 14A of the Listing Rules has been
complied with by the Company.
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Report of the Directors (Continued)
BExgREE)

For the year ended 31 December 2010, revenue attributable to the
largest customer of the Group amounted to approximately 0.03%
of the total sales of goods and wholesale of consumables for the
year and the five largest customers of the Group accounted for
less than 30% of the Group’s total revenue for the year.

For the year ended 31 December 2010, purchases attributable to
the largest supplier of the Group amounted to approximately 4.3%
of the total purchases for the year and the five largest suppliers
of the Group accounted for less than 30% of the Group’s total
purchases for the year.

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

The Company has complied with the Code on Corporate
Governance Practices as set out in Appendix 14 of the Listing
Rules for the year ended 31 December 2010. The Company’s
corporate governance principles and practices are set out on
pages 27 to 34.

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

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

None of the Directors or management shareholders of the
Company and their respective associates (as defined in the Main
Board Listing Rules) has an interest in a business which competes
or may compete with the business of the Company or has any
other conflict of interest with the Company during the year.
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In compliance with Rule 3.21 of the Listing Rules, the Board has
established an audit committee on 30 April 2007, with written
terms of reference. The primary duties of the audit committee are
to review the financial reporting procedures and internal controls
and provides guidance in relation thereto. The audit committee
comprises the three Independent Non-executive Directors of the
Company. The audited financial statements of the Company for
the year ended 31 December 2010 have been reviewed by the
audit committee before recommending to the Board for approval.

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

The net proceeds raised from the Company’s newly issued and
listed shares on the Stock Exchange in May 2007 (after deduction
of related issuance expenses) amounted to approximately
HK$265,000,000. As of 31 December 2010, approximately
HK$130,970,000 of the proceeds so raised was used, and
the unused proceeds of approximately HK$134,030,000 was
deposited with banks, the security of which was adequately
ensured.

Details of the used proceeds raised of approximately
HK$130,970,000 are set out as follows:

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

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

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

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

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

- as to approximately HK$15,800,000 for opening of a new
store in Buji Shenzhen, the PRC;
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* as to approximately HK$14,300,000 for opening of another
new store in Nanning Guangxi, the PRC;

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

+ as to approximately HK$6,390,000 for the purchase of
transportation equipment; and

»  as to approximately HK$4,480,000 for the purchase of office
equipment.

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

The financial statements of the previous financial years were
audited by Grant Thornton (“GTHK”), now known as JBPB & Co.
Due to a merger of the businesses of GTHK and BDO Limited
(“BDQ”) to practise in the name of BDO, GTHK resigned and
BDO was appointed as auditor of the Company effective from 23
November 2010. The financial statements for the year ended 31
December 2010 were audited by BDO.

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

For and on behalf of the Board
Zhuang Lu Kun
Chairman

18 March 2011
Shenzhen, the PRC
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Tel : +852 2541 5041
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25t Floor Wing On Centre
111 Connaught Road Central
Hong Kong
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To the shareholders of Jiahua Stores Holdings Limited
(Incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Jiahua
Stores Holdings Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 58 to 130, which comprise
the consolidated and company statements of financial position
as at 31 December 2010, and the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year
then ended, and a summary of significant accounting policies and
other explanatory information.

The directors of the Company are responsible for the preparation
of consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants
and the 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.

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

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements
are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of consolidated financial statements that give a
true and fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

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

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 2010 and of the Group’s profit and
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards and have been properly prepared
in accordance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number P05057

Hong Kong, 18 March 2011
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For the year ended 31 December 2010
BE—FE—FF+_H=F—HIFE

Revenue
Cost of inventories sold

Other operating income
Distribution costs
Administrative expenses
Other operating expenses

Profit/(loss) before income tax
Income tax expense

Profit/(loss) for the year

Total comprehensive income for the year

Earnings/(loss) per share for profit/(loss)
attributable to the owners
of the Company during the year

— Basic (RMB cents)

— Diluted (RMB cents)

WA
BEEFERA

HAibLEWA
DI
TTHRFI X
Hib Q&R

BrPTSBiATEF, (E518)
PSR

FREF,(BE)

FEEEWSAE

FREQARHEE AL
wBF (BB 28R
B2F(BE)

—ER(ARED)

—BEARESD)

2010 2009
—E-2F ZETNF

Notes RMB’000 RMB’000
iE=s AREBTT AREFIT
6(a) 849,265 819,381
(605,232) (576,418)

244,033 242,963

6(b) 71,202 62,761
(261,461) (254,225)
(32,345) (27,496)
(4,400) (40,918)
7 17,029 (16,915)
8 (5,535) (4,224)
11,494 (21,139)
11,494 (21,139)

10

1.11 (2.04)

N/ATE A N/ATNE




As at 31 December 2010
R-F—FFLZA=1—H

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Intangible asset

Deposits paid and prepayments

Current assets

Inventories and consumables

Trade receivables

Deposits paid, prepayments and
other receivables

Financial asset at fair value through
profit or loss

Cash and bank balances

Current liabilities

Trade payables

Coupon liabilities, deposits received,
other payables and accruals

Amount due to a director

Provision for tax

Net current assets
Total assets less current liabilities

Non-current liabilities
Deferred tax liabilities

Net assets

EQUITY ATTRIBUTABLE TO THE
OWNERS OF THE COMPANY

Share capital

Reserves

Total equity

Zhuang Lu Kun
3 ek 3
Director

EZ

BEEREE
FRBEE
YEN B
BVEE
EftiRE RIAN IR

RBEE

FE & SFm
FEWE 5 AR

EffkE - ERFIEK
H At FE YR IR

BAHEEBRGERERE
TS EE

BE RIRITEERR

RBRE

FERT & iR

EREE  BiRE -
His R K R B
e —REEFRA
IR

RBEERE
HEERRBER

FRBEE
EERERE

BEFE
ESNCIE YN Y E
BeA

G

RSB

Notes

fEE

11
12
13

15
16

13

17
18

19

20
21

22

23
24

ANNUAL REPORT 2010

2010 2009
—E-ZF —ZETANF
RMB’000 RMB’000
AREBTT AREFIT
149,147 138,611
16,516 18,805
30,796 34,133
196,459 191,549
117,845 130,167
2,107 3,716
41,745 46,024
10,043 -
288,052 270,614
459,792 450,521
196,116 176,122
69,849 83,531
738 738

746 4,072
267,449 264,463
192,343 186,058
388,802 377,607
2,087 2,386
386,715 375,221
10,125 10,125
376,590 365,096
386,715 375,221

Zhuang Pei Zhong

MR
Director

EZE
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As at 31 December 2010
R-F—FFLZA=1—H

2010 2009
—E-ZF —ZETANF
Notes RMB’000 RMB’000
B 5 AR®T T ARETIT
ASSETS AND LIABILITIES EERAE
Non-current assets FREBEE
Investments in subsidiaries KB A RHRE 14 67,848 67,848
Current assets RBEE
Amounts due from subsidiaries U B R R F0E 14 272,527 269,827
Cash and bank balances IR & MIRTTH R 18 1,002 413
273,529 270,240
Current liabilities REBAE
Accruals FEETE R 20 845 919
Net current assets REBEESE 272,684 269,321
Net assets EEFE 340,532 337,169
EQUITY ATTRIBUTABLE TO THE RATEE AEILFERS
OWNERS OF THE COMPANY
Share capital A& AN 23 10,125 10,125
Reserves G 24 330,407 327,044
Total equity R 340,532 337,169
Zhuang Lu Kun Zhuang Pei Zhong
PR LR iy
Director Director

EF EF



For the year ended 31 December 2010
HE-F—FFT_A=1—HIFE

ANNUAL REPORT 2010

Equity attributable to owners of the Company

ARAEE B ER
Statutory Share
welfare option
Share Share  Statutory  reserve Merger  reserve Translation  Retained  Dividend
capital  premium reserve EE reserve ERE reserve profits  proposed Total
ke BRHEE  iERE  BREE  AHEH R BEREE  REEN  RERE faz
Notes RMB000  RMB000  RMBO000  RMB'000  RMB000  RMB'000 ~ RMBO00 ~ RMB'000  RMB000  RMB'000
iz ARETT ARETT ARETT ARETR ARETT ARETR ARETT ARETT ARETT ARETR
At 1 January 2009 RIZENE
—-A-A 10125 252478 21974 2,286 12,373 7,446 (969) 90647 12139 408499
Loss and total comprehensive £AEIER
income for the year LEkESE - - - - - - - (21139 - (21139
Transfer to statutory reserve BB Z AT H{E 24(b) = - 4,027 - - - - (.027) - -
Paid final dividend relating ~ ~Z%/\F
to 2008 ENRERE 9(b) - - - - - - - - (12139)  (12139)
Lapsed of share-based BSOS
compensation - - - - - (740) - 740 - -
At31 December 2009and X =FENE
1 January 2010 T-A=+-Bk
%%
-R-H 10125 252478 26,001 2,286 12,373 6,706 (969) 66,221 - 3522
Profit and total comprehensive £
income for the year FENGER - - - - - - - 11,494 = 11,49
Proposed final dividend relating —£—%
t02010 RRRHRE 9a) - - - - - - - (3,424) 3424 -
Transfer to statutory reserve  EHEEEEE 24(b) - - 4,992 - - - = (4.992) - =
Lapsed of share-based BOSQETS
compensation - - - - - (60) - 60 - -
At 31 December 2010 R-R-B
tZA=1-H 10125 252478 30,993 2,286 12,373 6,646 (969) 69,359 3424 386,715
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For the year ended 31 December 2010
BE—FE—FF+_H=F—HIFE

Cash flows from operating activities
Profit/(Loss) before income tax
Adjustments for:
Depreciation of property, plant and
equipment
Interest income
Obsolete inventories written-off and
inventories loss
Loss on disposal of property, plant and
equipment
Impairment losses on property,
plant and equipment
Impairment losses on intangible asset
Amortisation of intangible asset
Rental deposits paid written-off
Gain on financial asset at fair value through
profit or loss

Operating profit before working capital
changes

Decrease/(Increase) in inventories and
consumables

Decrease in trade receivables

Decrease in deposits paid, prepayments and
other receivables

Payments for financial asset at fair value
through profit or loss

Increase in trade payables

(Decrease)/Increase in coupon liabilities,
deposits received, other payables and
accruals

Cash generated from operations
Interest received
Income tax paid

Net cash generated from operating activities

REEBBRTRE

BRPTSBiATEF, (E51R)

AT SIRMELFE
mE -~ BE M
RiBITE
F2HA
REFEMELEE
BB
HEWE - BE
R EIE
mE - BB M
RERIRE1R
BIZEERERR
BB EHH
EfNHESRE I
mAFEF AR
ZEREEWE

P N o T
ZEE S F A E R T

FERZFERRL, ()

FEWE 5 BR TR
EffRE  ENFER
H At R R
RN HE AR Z
TREEX R

e 5 BRI N

REEE  BlRE -
HA0 BN RIA R ERT
BAORD), 15

REXBERE
2 WS
ERMEH

BRI F AR

Notes

fEE

6(b)

NN NN

6(b)

2010 2009
—E-ZF —ZETANF
RMB’000 RMB’000
AREBTT AREFIT
17,029 (16,915)
48,257 33,025
(3,715) (4,943)
788 1,279
1,314 110
3,900 8,498

- 28,631

2,289 4,310

- 1,309

(43) -
69,819 55,304
11,534 (16,863)
1,609 1,537
4,279 1,623
(10,000) -
19,994 14,560
(13,682) 23,144
83,553 79,305
3,715 4,943
(9,160) (7,253)
78,108 76,995




For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

Cash flows from investing activities

Deposits paid and prepayments for rental
deposits and acquisition of property,
plant and equipment

Payments for property, plant and equipment

Proceeds from disposal of property,
plant and equipment

(Increase)/Decrease in bank deposits
maturing over three months

Net cash used in investing activities

Cash flows from financing activities
Dividends paid

Net cash used in financing activities

Net (decrease)/increase in cash and cash
equivalents
Cash and cash equivalents at 1 January

REFHNRERE
Heke MEEME
B KRB ES
SRS
XE - BE K&
IR
HEME - BEK&RiE
PR EIR
R={E R & EHZ RITER
(#h0),/ A

REZBFHH 2 FHE

METHNRERE
BEREE

BE LB ITHE L FE

RERASEEY
(W), /B nPEEE

R—A—HWRE
RRSZEY

Cash and cash equivalents at 31 December R+=-HA=+—BWHEE

RESZEEY

ANNUAL REPORT 2010

2010 2009

—E-ZF —ZETANF

Notes RMB’000 RMB’000
iE=s AREBTT AREFIT
31 (5,934) (23,610)
31 (55,959) (52,305)
1,223 642

(30,609) 49,362
(91,279) (25,911)
- (12,139)
- (12,139)

(13,171) 38,945

239,976 201,031

18 226,805 239,976
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For the year ended 31 December 2010
BE—FE—FF+_H=F—HIFE

64

Jiahua Stores Holdings Limited (“the Company”) was
incorporated in the Cayman Islands as an exempted
company with limited liability. The address of its registered
office and its principal place of business are located at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands and 301 on 3rd Floor, Block
1, Baijiahua Building, No. 3008 Baoan Boulevard, Baoan,
Shenzhen, Guangdong Province, the People’s Republic of
China (the “PRC”) respectively. The Company’s shares are
listed on the Main Board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The principal activity of the Company is investment
holding. Details of the principal activities of the Company’s
subsidiaries are set out in note 14 to the financial statements.

The financial statements for the year ended 31 December
2010 were approved for issue by the board of directors (the
“Board”) on 18 March 2011.

2.1 Basis of preparation

The financial statements on pages 58 to 130 have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) which collectively
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(“HKASSs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”).
The financial statements also include the applicable
disclosure requirements of the Hong Kong Companies
Ordinance and the Rules Governing the Listing of
Securities on the Stock Exchange. These financial
statements are presented in Renminbi (“RMB”) and
all values are rounded to the nearest thousand except
when otherwise indicated.

The significant accounting policies that have been
used in the preparation of these financial statements
are summarised below. These policies have been
consistently applied to all the years presented unless
otherwise stated. The adoption of new or amended
HKFRSs and the impacts on the financial statements, if
any, are disclosed in note 3.

FEBEERERARI([ARANERSES
A AEREBR AR o AR MEE
B R H 2 E e b B 55 B Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman KY1-1111, Cayman Islands 2 F1& A
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For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

21

2.2

Basis of preparation (Continued)

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

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

Basis of consolidation

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

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

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

21
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For the year ended 31 December 2010

BE—

23

24

—F-FEF A1 —HAIFE

Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Group has the power to control
the financial and operating policies so as to obtain
benefits from their activities. The existence and effect of
potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or included
in a disposal group. The results of the subsidiaries are
accounted for by the Company on the basis of dividends
received and receivable at the reporting date. All
dividends whether received out of the investee’s pre or
post-acquisition profits are recognised in the Company’s
profit or loss.

Intangible asset

Intangible asset acquired in a business combination
which is the favourable operating leases, is recognised
initially at fair value. After initial recognition, intangible
asset with finite useful lives are carried at fair value at
the date of acquisition less subsequent accumulated
amortisation and any accumulated impairment losses.

Amortisation for intangible asset with finite useful lives is
provided on straight-line basis over their estimated useful
lives, using the straight-line method, at the rates ranging
from 6.9% to 17.6% per annum, which are the lives of
the operating leases.

Intangible asset is tested for impairment as described
below in note 2.6. Amortisation commences when the
intangible asset is available for use.
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For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

2.5

2.6

Property, plant and equipment

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

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

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

Leasehold improvements 20%
Plant and machinery 10%
Motor vehicles and tools 20%
Furniture, fixtures and equipment 20%

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

Impairment of non-financial assets

Property, plant and equipment, intangible asset,
deposits paid and prepayments and investments in
subsidiaries are subject to impairment testing. They are
tested for impairment whenever there are indications
that the carrying amount may not be recoverable.
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For the year ended 31 December 2010
BE—FE—FF+_H=F—HIFE

2.6

2.7

Impairment of non-financial assets (Continued)
An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount.
Recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell, and value in use. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of
time value of money and the risk specific to the asset.

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

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss has
been recognised.

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

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at that
date. Foreign exchange gains and losses resulting
from the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in profit or loss.
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Foreign currency translation (Continued)
Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

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

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

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the
use by others of the Group’s assets yielding interest
and dividends, net of rebates and discounts. Provided
it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised as follows.

(i) Sale of goods are recognised upon transfer of the
significant risks and rewards of ownership to the
customer. This is usually taken as the time when
the goods are delivered and the customer has
accepted the goods;

(i) Commissions from concessionaire sales are
recognised upon the sale of merchandise by the
relevant stores;
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2.8
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2.8 Revenue recognition (Continued)

29

(iii)

v)

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

Rental income under operating leases is recognised
in the profit or loss in equal instalments over the
accounting periods covered by the lease term.
Lease incentives granted are recognised in the
profit or loss as an integral part of the aggregate
net lease payments receivable. Contingent rentals
are recognised as income in the accounting period
in which they are earned; and

Interest income is recognised on a time-proportion
basis using the effective interest method.

Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of
the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

(i)

Classification of assets leased to the Group

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

(ii)

(i)

Operating lease charges as the lessee

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

Assets leased out under operating leases as the
lessor

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

Rental income receivable from operating leases is
recognised in profit or loss on a straight-line basis
over the periods covered by the lease term, except
where an alternative basis is more representative of
the time pattern of benefits to be derived from the
use of the leased asset. Lease incentives granted
are recognised in profit or loss as an integral part
of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in
the accounting period in which they are earned.
Rental income receivable from operating leases is
recognised as set out in note 2.8(iv).
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2.10 Inventories and consumables 210 FZERZ#Em
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Inventories comprise merchandise purchased for resale
and are stated at lower of cost and net realisable value.
Cost of merchandise, representing the purchase cost,
is calculated on the first-in, first-out basis. Net realisable
value is the estimated selling price in the ordinary course
of business less any applicable selling expenses.

Consumables for own consumption are stated at cost.
Cost is determined using the weighted average method.

2.11 Accounting for income taxes

Income tax comprises current tax and deferred tax.

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

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

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than business combination) of
assets and liabilities in a transaction that affects neither
taxable nor accounting profit or loss.
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2.11 Accounting for income taxes (Continued) 211 8B g T RE (H)

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

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

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

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

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

(b) intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred
tax liabilities in net if, and only if,

(a) the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and
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2.11 Accounting for income taxes (Continued) 211 8B g T RE (H)
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(b) the deferred tax assets and the deferred tax
liabilities relate to income taxes levied by the same
taxation authority on either:

(i) the same taxable entity; or

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

2.12 Cash and cash equivalents

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

2.13 Financial assets

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

The Group’s financial assets include trade receivables,
other receivables, financial asset at fair value through
profit or loss and cash and bank balances. Management
determines the classification of its financial assets at
initial recognition depending on the purpose for which
the financial assets were acquired and where allowed
and appropriate, re-evaluates this designation at every
reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. Regular way purchases of financial
assets are recognised on trade date. When financial
assets are recognised initially, they are measured at fair
value, plus, in the case of investment not at fair value
through profit or loss, directly attributable transaction
costs.
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2.13 Financial assets (Continued) 213 REE(E)
Derecognition of financial assets occurs when the rights SRMEENAREEIE S REMNET
to receive cash flows from the investments expire or are [Emek B s Rk BB R ER &
transferred and substantially all of the risks and rewards Bl = R 4K | F R o

of ownership have been transferred.

At each reporting date, financial assets are reviewed RERBE  SHIMEEETEHN
to assess whether there is objective evidence of N HREHBESRESR o WLl
impairment. If any such evidence exists, impairment loss FAZEEE  SETREBBLES
is determined and recognised based on the classification BB E 2 D AR ©

of the financial asset.

Financial assets at fair value through profit or loss BN FEFA B 2HEE

These assets include financial assets held for trading ZEEERREFEESREEURR
and financial assets designated upon initial recognition N HRABIETEARATESABREY
at fair value through profit or loss. PREE

Financial assets are classified as held for trading if they HWEESCMEEZEMNEEABPHE
are acquired for the purpose of sale in the near term. BlEEcREESEARIEES - T4
Derivatives, including separated embedded derivatives, TE(BEEBRARITETR) NS
are also classified as held for trading unless they are AEEES  BIFWETABRE R T
designated as effective hedging instruments or financial A& RIEREY -

guarantee contracts.

Where a contract contains one or more embedded i—DEHNEF DA EBRARITE
derivatives, the entire hybrid contract may be designated TH: W BBEMDEEEHUEEREZEAY
as a financial asset at fair value through profit or loss, Bt ABmoREE  ERAXITE
except where the embedded derivative does not TEVEBHRERLBEERES 3
significantly modify the cash flows or it is clear that BREEZE D SR AROTAE T ERIBRSN o

separation of the embedded derivative is prohibited.

Financial assets may be designated upon initial M E ATNEYE - BRI AW RER R 15
recognition at fair value through profit or loss if the SMEERT AR AT ETABE ()%
following criteria are met: (i) the designation eliminates DEERI AR DIEIAEETFESR
or significantly reduces the inconsistent treatment that EXRREABMER A —HARA
would otherwise arise from measuring the assets or % (iR EEER/BRIBAXEE 2 RAR
recognising gains or losses on them on a different basis; EERREATEEEEE NI HRIE
(i) the assets are part of a group of financial assets ZERMEEMAR D k(i) EmEE
which is managed and its performance evaluated on a BREFELIIRIBANTELE -

fair value basis according to a documented management
strategy; or (iii) the financial asset contains an
embedded derivative that would need to be separately

recorded.
Subsequent to initial recognition, financial assets at fair RUIZHERE - BATFTEFABERZE
value through profit or loss are measured at fair value MEEBEAFTETE  HEAFEES

with changes in fair value recognised in profit or loss. RIBZEHER -
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Loans and receivables

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

Impairment of financial assets

At each reporting date, financial assets other than at fair
value through profit or loss are reviewed to determine
whether there is any objective evidence of impairment.

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

— significant financial difficulties of the debtor;

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

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

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

— a significant or prolonged decline in the fair value
of an investment in an equity instrument below its
cost.
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2.13 Financial assets (Continued) 213ERMEE (F)
Impairment of financial assets (Continued) SEEEHE ()

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

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

Financial assets carried at amortised cost

If there is objective evidence that an impairment loss
on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as
the difference between the asset’s carrying amount
and the present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate
computed at initial recognition). The amount of the loss
is recognised in profit or loss of the period in which the
impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in a
carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
profit or loss as other revenue of the period in which the
reversal occurs.
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2.14 Share capital 214 A
Ordinary shares are classified as equity. Share capital is AT HIERERS o AR BT
determined using the nominal value of shares that have HEEETE °
been issued.
Any transaction costs associated with the issuing R EZFITRMD BB S A B KK
of shares are deducted from share premium (net of wERRCREERBEAEHRAER) -
any related income tax benefit) to the extent they are MELARRAN 32 5 B 3 FE (G BOIRIG AR AN /R ©
incremental costs directly attributable to the equity
transaction.

2.15 Financial liabilities 2152REE
The Group’s financial liabilities include trade payables, AEEHNSHEEREENESERR
other payables and amount due to a director. HibhENFIEREN —REEHIE -
Financial liabilities are recognised when the Group eRAEEAKEXRRTAES AKX —
becomes a party to the contractual provisions of the T3 R HERR
instrument.
A financial liability is derecognised when the obligation TRHAEENRAETHNEEERET - BUA
under the liability is discharged or cancelled or expires. SRR AR E TR o
Where an existing financial liability is replaced by ERALMBERR BRI EREABT
another from the same lender on substantially A EREARHIRE B EGRRARIEET
different terms, or the terms of an existing liability are B BEERIETSIERILERER
substantially modified, such an exchange or modification BEMER-ENBERE  TEER
is treated as a derecognition of the original liability and ERAAREENZEE

the recognition of a new liability, and the difference in
the respective carrying amount is recognised in profit or

loss.
Financial liabilities are recognised initially at their fair CRBERVNEATEER  ERBUE
value and subsequently measured at amortised cost PR SE IR S ANGT 2 -

using the effective interest method.

2.16 Coupon liabilities 216 EE8E
Coupon liabilities are recorded as liabilities when ZERABEREERHERIEAE - F
coupons are sold. Coupons surrendered in exchange for NEBRREMBACEEZRARHEE
products during the year are recognised as sales and WEELEFEEEREREGERK - &
transferred to the consolidated profit or loss using the BEERFRINERBAE -

coupon sales value. Coupon liabilities are classified as
current liabilities at the end of the year.
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2.17 Provisions, contingent liabilities and contingent

assets

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

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

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow
of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the
occurrence or non-occurrence of one or more future
uncertain events not wholly within the control of the
group are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is remote.

Contingent liabilities are recognised in the course of the
allocation of purchase price to the assets and liabilities
acquired in a business combination. They are initially
measured at fair value at the date of acquisition and
subsequently measured at the higher of the amount
that would be recognised in a comparable provision as
described above and the amount initially recognised less
any accumulated amortisation, if appropriate.

2.18 Related parties

For the purposes of these financial statements, a party is
considered to be related to the Group fif:

(i) the party has the ability, directly or indirectly through
one or more intermediaries, to control the Group
or exercise significant influence over the Group in
making financial and operating policy decisions, or
has joint control over the Group;
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2.18 Related parties (Continued) 218FAEAN L ()

80

(i) the Group and the party are subject to common
control;

(iii)y the party is an associate of the Group or a joint
venture in which the Group is a venturer;

(iv) the party is a member of key management personnel
of the Group or the Group’s parent, or a close
family member of such an individual, or is an
entity under the control, joint control or significant
influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or

(vi) the party is a post-employment benefit plan which is
for the benefit of employees of the Group or of any
entity that is a related party of the Group.

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

2.19 Employee benefits

Short-term employee benefits

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

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the
time of leave.
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2.19 Employee benefits (Continued) 219EEEF (&)

Retirement benefits

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

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

Share-based employee compensation
The Group operates equity-settled share-based
compensation plans for remuneration of its employees.

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

Share-based employee compensation (Continued)

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

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

2.20 Government grants

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

2.21 Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive directors are determined following the
Group’s major operations.
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(a) Adoption of new/revised HKFRSs — effective 1 (@) BT RBTEBUBREE

January 2010

In current year, the Group has applied for the first
time the following new standards, amendments and
interpretations (the “new HKFRSs”) issued by the
HKICPA, which are relevant to and effective for the
Group’s financial statements for the annual period
beginning on 1 January 2010:

HKFRSs (Amendments) Improvements to HKFRSs
HKAS 27 (Revised) Consolidated and Separate
Financial Statements

HKFRS 3 (Revised) Business Combinations

Other than as noted below, the adoption of the new
HKFRSs had no material impact on how the results and
financial position for the current and prior periods have
been prepared and presented.

HKFRS 3 (Revised) — Business Combinations
Changes in HKFRS 3 include the valuation of non-
controlling interest, the accounting for transaction costs,
the initial recognition and subsequent measurement of
a contingent consideration and business combinations
achieved in stages. These changes impact the amount
of goodwill and the results in the period that an
acquisition occurs and future results. The adoption of
revised HKFRS 3 has had no impact to the financial
statements as there has been no business combination
transaction during the year.

HKAS 27(Revised) — Consolidated and Separate
Financial Statements

The revised HKAS 27 requires that a change in the
ownership interest of a subsidiary (without loss of
control) is accounted for as a transaction with owners in
their capacity as owners, accordingly, such transactions
are recognised within equity. When control is lost and
any remaining interest in the entity is re-measured to fair
value, and a gain or loss is recognised in profit or loss.
The adoption of revised HKAS 27 has had no impact on
the current year.
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(b) New/revised HKFRSs that have been issued (b) BEMEMRERZEHT,EIETE

84

but not yet effective

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

HKFRSs (Amendments) Improvements to HKFRSs
2010182

Amendments to Prepayments of a Minimum

HK(IFRIC) — Funding Requirement?
Interpretation 14
HK(IFRIC) Extinguishing Financial
— Interpretation 19 Liabilities with Equity
Instruments’

HKAS 24 (Revised) Related Party Disclosures?

Amendments to Disclosure — Transfers of
HKFRS 7 Financial Assets?

HKFRS 9 Financial Instruments*

{ Effective for annual periods beginning on or after 1
July 2010

2 Effective for annual periods beginning on or after 1
January 2011

9 Effective for annual periods beginning on or after 1
July 2011

2 Effective for annual periods beginning on or after 1
January 2013

HKAS 24 (Revised) — Related party disclosures

HKAS 24 (Revised) clarifies and simplifies the definition
of related parties. It also provides for a partial exemption
of related party disclosure to government-related entities
for transactions with the same government or entities
that are controlled, jointly controlled or significantly
influenced by the same government.
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(b) New/revised HKFRSs that have been issued (b) BEMEMRERZEHT,EIETE

but not yet effective (Continued)

HKFRS 7 (Amendments)— Disclosure — Transfer of
financial assets

The amendments to HKFRS 7 improve the derecognition
disclosure requirements for transfer transactions of
financial assets and allow users of financial statements
to better understand the possible effects of any risks
that may remain with the entity on transferred assets.
The amendments also require additional disclosures if
a disproportionate amount of transfer transactions are
undertaken around the end of a reporting period.

HKFRS 9 Financial instruments

The standard is effective for accounting periods
beginning on or after 1 January 2013 and addresses
the classification and measurement of financial assets.
The new standard reduces the number of measurement
categories of financial assets and all financial assets will
be measured at either amortised cost or fair value based
on the entity’s business model for managing the financial
assets and the contractual cash flow characteristics of
the financial asset. Fair value gains and losses will be
recognised in profit or loss except for those on certain
equity investments which will be presented in other
comprehensive income. The directors are currently
assessing the possible impact of the new standard on
the Group’s results and financial position in the first year
of application.

The Group is in the process of making an assessment
of the potential impact of these new/revised HKFRSs
and the directors so far concluded that the application of
these new/revised HKFRSs will have no material impact
on the Group’s financial statements.
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Estimates and judgements are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to be
reasonable under the circumstances.

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

Depreciation

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

Inventory valuation

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

Customer loyalty programme

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

Impairment of receivables

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

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

Fair value of intangible asset

Fair value of intangible asset is the estimated favourable
operating leases. These estimates are based on the market
approach by comparing prices recently paid for similar assets,
with adjustments made to the indicated market prices to
reflect condition and utility of the appraised assets relative
to the market comparables. Management reassesses the
impairment of intangible asset at each reporting date.

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

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

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

No separate analysis of segment information by geographical
segment is presented as the Group’s revenue and non-
current assets are principally attributable to a single
geographical region, which is the PRC.
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(a) Revenue
The Group is principally engaged in operation and
management of retail stores and wholesale of
consumables. Revenue, which is also the Group’s
turnover, represents invoiced value of goods sold, net

(a) WA
AEEIBEBACEREETEER
#HEFFEm o WA (TR AEE S Z5)
FEEHEmMRIEER (GER ) MR
B RTINS - W0 AR A AR T 89 B

of value added tax (“VAT"), after allowances for returns FE - FARRBALAT -
and discounts; and the value of services rendered.
Revenue recognised during the year is as follows:
2010 2009
—E-EF —ZETNF
RMB’000 RMB’000
ARETT ARETF T
Sales of goods HEEM 713,981 688,617
Commissions from concessionaire sales EEHEMSEE 93,870 93,402
Rental income from sub-leasing of shop %) HE%%%mfﬁiW)\
premises 38,896 30,959
Wholesale of consumables SFEmBLEE 2,518 6,403
849,265 819,381
(b) Other operating income (b) EHf&eEmA
An analysis of the Group’s other operating income is as REFE KLU A Z DT
follows:
2010 2009
—E-2F —ETNEF
RMB’000 RMB’000
AR%T R ARBTT
Interest income FEUA 3,715 4,943
Government grants (note) R AT A G (B EE) 2,193 338
Administration and management THEEEEBRA
fee income from suppliers 41,711 40,952
Gain on financial asset at fair value RATEEABRREENS
through profit or loss EES= 43 =
Others Hith 23,540 16,528
71,202 62,761

Note: Various local government grants have been granted
to a subsidiary of the Group for being the top 100
retail chain stores in the PRC and information
technology enhancement during the year (2009:
information technology enhancement). There were
no unfulfilled conditions or contingencies attaching
to these government grants.
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2010 2009
—E-2F —ETNhEF
RMB’000 RMB’000
AR¥T R ARET T

Profit/(loss) before income tax is arrived at BRETSRIAREF (E51E)

after charging: EHBRATIER -
Cost of inventories sold recognised as expense R AR HE EFEKA 605,232 576,418
Auditor’'s remuneration EBiTE 736 727
Amortisation of intangible asset B A B 2,289 4,310
Net exchange loss b BB F 23 13
Depreciation of property, plant and equipment ~ ¥)3 « BE LR EITE 48,257 33,025
Loss on disposal of property, plant and equipment £ 9% - = N R EEE 1,314 110
Operating lease rentals in respect of land and LTt MIEFHEEHEMHES

buildings 72,798 67,415
Obsolete inventories written-off MR ERFE 238 514
Inventories loss FEEE 550 765
Impairment losses on intangible asset (note 12)* &7 & A EEE (Mi3E12)* - 28,631
Impairment losses on property, plant and L E =N

equipment (note 11)* BRI EEE(HE11)* 3,900 8,498
Provision for closure costs* 8 B S AR PR AR B A - 5,000
Rental deposits paid written-off* HeRE MR - 1,309
Staff costs, including directors’ emoluments BIRA  BiEEEMHE

(note 26(a)) (Hf3E26(a))

Salaries and other benefits e MEMEA 71,470 69,525

Contributions to pension schemes RIS FTEIER 8,310 6,171

79,780 75,696

and crediting: KEETA :
Reversal of operating lease rentals* BEgLHERS* - 2,520
Sub-letting of properties DiEME

— Base rents - 7Vt 34,258 27,024

— Contingent rents** — A 4,638 3,935
Gross rental income B UWA 38,896 30,959
Less: Outgoings W X (14,498) (16,947)
Net rental income FHSUA 24,398 14,012
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Notes:

* The Group has closed down two loss-making stores in
December 2009 and January 2010. The intangible asset,
property, plant and equipment of these two stores were
impaired. These impairment losses, provision for closure
costs, write-off of rental deposits and reversal of operating
lease rentals (being the difference between the cash rental
expenses and the effective rental expenses of these stores
for the previous periods) have been charged to other
operating expenses for the years ended 31 December
2010 and 2009.

**  Contingent rents are calculated based on a percentage
of the relevant sales of the tenants pursuant to the rental

* AEBER_ZZNEF+ AT —ZTF—
FEARMESEEIE 2 5 - ZMEEHZE
FWEENRYZE - BERZHEDRE - BER
B8 - FRERAARE - AEMiRRED
EREAe (ARABEZMEERR R
SHIREBERHESAIZZH) EREET
—TER-EEANFE+-A=+—RHILFEZ
E A& FASTBR ©

= gANEE HIRERE IR ARE P HERN
REBDLLEE

agreements.

2010 2009

—g-%E  -TThF

RMB’000 RMB’000

ARBT T ARETF T

Current tax BN EATR 18

PRC enterprise income tax — current year FEDEMET —AFE 5,834 8,318
Deferred tax (note 22) EERIE (F17E22) (299) (4,094)
5,535 4,224

The Group is not subject to any taxation under the jurisdiction
of the Cayman Islands and British Virgin Islands during the
year (2009: Nil).

No provision for Hong Kong profits tax has been made as the
Group had no estimated assessable profit in Hong Kong for
the year (2009: Nil).
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PRC enterprise income tax of a subsidiary of the Company,
Shenzhen Baijiahua Department Stores Company Limited
(“BJH Department Stores”) which was established in the
PRC and which is situated in the Shenzhen (i.e. a Special
Economic Zone), has been provided at the preferential
enterprise income tax rate of 15% (except for the branches
not located in Shenzhen) on the estimated assessable profits
during the year ended 31 December 2007. Pursuant to the
new PRC enterprise income tax law (“EIT law”) passed by
the Tenth National People’s Congress on 16 March 2007,
the new enterprise income tax rates for domestic and foreign
enterprises are unified at 25% effective from 1 January 2008.
Pursuant to the EIT law Article 57 and Guofa [2007] No.39,
the new tax rates of BJH Department Stores (including the
head office and the branches located in Shenzhen) whose
business registration has been completed on or before 16
March 2007 and situated in the Shenzhen (i.e. a Special
Economic Zone) is eligible for grandfathering treatments with
a gradual increase in tax rate from 15% to 25% over a five-
year period (i.e. at 18% in 2008, 20% in 2009, 22% in 2010,
24% in 2011 and 25% in 2012).

Other subsidiaries of the Company established in the PRC
were subject to PRC enterprise income tax at the rate of 25%
for the year under the income tax rules and regulations of the
PRC (2009: 25%).

Reconciliation between income tax expense and accounting
profit/(loss) at applicable tax rates:

REE-_TT+F+_A=+—HIEFE X«
N A — AR B BT & R 2 BT
BARMImAEEEEEBRAR([BEER
Bz RCEMEHEIEREGTERT G
FILA15% 2 BRI FEFTS IR RELBHE -
FERIRRY 2 D R EIBRIN  IRIBE TE2EIA
REREREN=_ZEZtF= A +/NABBA
FEIDEMGEE([REMEEED - RER
INERERTEEMGHE—R255% =%
TENF—A—BRERM - RIECEMERES
5715 N B2£[2007]5395% (A8 B @ |
ZEEEAE(ERBRURNRIBREERD
NENERZZEELF=AF+/NHEZBIZK
RS - BURBTSREINE - & B8
FREREF  AERENAFHRBH15%F 1%
IZE25% (A ZFEENFE18% - —ZTE N,
FE20%  —F—FFH2% —FT—F5
24% % —FE— 4 725%) °

RABEANR B Z B R RN ARFER
RIB P B SHURDI SOEARIR25% B R B
BERAEH(ZTTNE - 25%) °

BREARXFENMEH IR EN,
(B8 ) 2 $5k

Profit/(loss) before income tax

Tax on profit/(loss) before taxation, calculated
at the rates applicable to profit/(loss) in the tax
jurisdictions concerned

Tax benefit of a PRC subsidiary

Tax effect of non-deductible expenses

Tax effect of non-taxable income

Tax effect of tax loss not recognised

Others

Income tax expense

BRETSBIATE S (E518)

BRI (BB MFE
AR R ERRAER
BEAE

—KH BB AR 2 HBEE

THHRARETE

BRRRBANT G E

AERBRBEEBRORGETE

Hit

PSR 52

2010 2009
—2-BF —ETENF
RMB’000 RMB’000
ARBTT ARBFIT
17,029 (16,915)
4,336 (4,166)
(1,074) (1,313)
4,053 12,643
(4,297) (4,428)
2,541 1,563
(24) (75)
5,535 4,224
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(a) Dividends attributable to the year

(a) FAFERIERE

2010 2009
—g-85  —TEAF
RMB’000 RMB’000

ARBT T ARETIT

Proposed final dividend for the year ended HZ—Z—ZF+_-HA=+—H
31 December 2010 of approximately 1FFE#R R ERRR B B AR Ak
RMBO0.33 cent per ordinary share AR#0.33% 3,424 =

The final dividend proposed after the reporting date
has not been recognised as a liability at the respective
reporting date, but reflected as an appropriation of
retained earnings for that year.

(b) Dividend attributable to the previous financial
year, approved and paid during the year

HE B RERT KA RIS I B R
REBREANAE  BEERBRAZF
RHRE &M DR -

(b) F Pt ROR A B9 _E 1B B B R A
RS

2010 2009
—g-8F  —TTNF
RMB’000 RMB’000

AR¥TR ARETTT

Final dividend in respect of the previous BEMBEREHORAKREGRER

financial year, of RMB1.17 cents per BRARE117H
ordinary share

The calculation of basic earnings/(loss) per share is
based on the profit/(loss) attributable to owners of the
Company of approximately RMB11,494,000 (2009: loss
of RMB21,139,000) and the weighted average number of
approximately 1,037,500,002 (2009: 1,037,500,000) ordinary
shares in issue during the year.

No diluted earnings/(loss) per share has been presented
for the years ended 31 December 2010 and 2009 as the
exercise price of the Company’s outstanding options were
higher than the average market price for the years.

= 12,139

BREART(BB)IEFARNDEHEES AE
E&EF,(BE)HARE11,494,000T( —F
TNF - BEARE21,139,0007T) RFRE
BT AR INAE 19 £0491,037,500,0020% (=
TE N+ 1,037,500,00000) & -

AR R AT (R 217 G R 79
FHUNE  HUEMRIIHE—FFR-FF
NE+ZA=+—B IS SRR,
(518) -
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Furniture,

fixtures and

Leasehold Plantand  Motor vehicles equipment
improvements machinery and tools RE - #E Total
REMEEE HERER RERIA SEL] b
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBTR AR®T R ARBTR ARBTR ARBTR

At 1 January 2009 R-EBhE-FA—H

Cost A 102,503 25,103 9,775 90,539 227,920
Accumulated depreciation 25HE (42,447 (6,250 (3,813) (61,274) (113,784)
Net book amount BEFE 60,056 18,853 5,962 29,265 114,136
Net book amount REFE

At 1 January 2009 RZETNE-R—A 60,056 18,853 5,962 29,265 114,136
Additions AE 49,290 1,589 2,709 13,162 66,750
Disposals HE (94) (23) (314) (321) (752)
Depreciation i (20,336) (2,701) (1,876) (8,112) (33,025)
Impairment losses HEBE (3,357) (1,761) - (3,380) (8,498)
At 31 December 2009 R-EENF+-RA=+—-H 85,559 15,957 6,481 30,614 138,611

At 31 December 2009 R-ZZRF+-A=+-H

Cost A 146,312 24,419 12,170 99,170 282,071

Accumulated depreciation 25HE (60,753) (8,462) (5,689) (68,556) (143,460)
Net book amount BEFE 85,559 15,957 6,481 30,614 138,611

Net book amount RHFE

At 1 January 2010 nZZ-ZF—-F—A 85,559 15,957 6,481 30,614 138,611

Additions NE 47,907 5,061 78 12,184 65,230
Disposals e (110) (864) (112) (1,451) (2,537)
Depreciation i (35,298) (3,039) (1,688) (8,232) (48,257)
Impairment losses HEBE (2,999) (300) - (601) (3,900)
At 31 December 2010 R-B-EF+-fA=1+-A 95,059 16,815 4,759 32,514 149,147

At 31 December 2010 R-E-ZE+-A=+-H

Cost A 186,884 28,182 12,136 108,878 336,080

Accumulated depreciation 25HE (91,825) (11,367) (7,377) (76,364) (186,933)

Net book amount REFE 95,059 16,815 4,759 32,514 149,147




94

—T-TFEH

For the year ended 31 December 2010
AE—FE—FF+_H=1—HIFE

Depreciation charges incurred for the year were recognised
in the consolidated statement of comprehensive income as
“distribution costs” and “administrative expenses” amounted
to approximately RMB47,880,000 (2009: RMB32,685,000)
and RMB377,000 (2009: RMB340,000) respectively.

Net carrying amount

At 1 January

Amortisation charge for the year
Impairment losses

At 31 December

At 31 December
Gross carrying amount
Accumulated amortisation

Net carrying amount

FREFHE
W—HA—H
RNEREIHE A
RIERE

R+—A=+—8H
R+=—A=+-—8
BREAEE
25t

A

Amortisation charges were included in “distribution costs” in
the consolidated statement of comprehensive income.

FAEENPTEIHERGEE2EKERX
B DR A I R THASX | 5 RIERL A
R#47880,000 L (ZEZTNF : AR
32,685,0007T) & AR #377,0000C( —ZZ N,

£ ARM¥340,0007T) °

2010 2009
—g-%8F  -TINF
RMB’000 RMB’000
AR®T ARBT T
18,805 51,746
(2,289) (4,310)
- (28,631)
16,516 18,805
24,345 24,345
(7,829) (5,540)
16,516 18,805

BHERACTAGEZEKERN D HEX

ZNIR
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Non-current assets

Deposits paid and prepayments

— Rental deposits

— Rental prepayments

— Payment in advance for acquisition of
property, plant and equipment

Current assets
Deposits paid
Prepayments

Advances to suppliers
Other receivables (note)

ANNUAL REPORT 2010

2010 2009
—E-ZF —TTAF
RMB’000 RMB’000
ARET AREFTT
RBEE
Bt KIERFIE
—He%e 13,686 12,321
—HEFEFHIE 10,481 12,541
—EEYIE - BE MERER
TEfTZRIE 6,629 9,271
30,796 34,133
FRBEE
Bftize 200 260
TR SRIE 6,940 7,297
Mk FE R RN 9,654 6,172
H o pE U s (i sE) 24,951 32,295
41,745 46,024

Note: Included in the balance was input VAT receivable of
approximately RMB16,477,000 as at 31 December 2010
(2009: RMB21,477,000). Input VAT arose when the
Group purchases products from suppliers and the input
VAT can be deducted from output VAT on sales.

Except for VAT receivables which had no expiry date,
all other receivables were repayable on demand. At 31
December 2010, no other receivable was past due (2009:

Nil).

The directors of the Company consider that the fair values
of other receivables, except for VAT receivables, which are
expected to be recovered within one year are not materially
different from their carrying amounts because these balances

have short maturity periods on their inception.

MiE: ESPEeRR T -TF+_A=+—HE
HSZIEIﬁiﬁiiaﬁi‘%’]/\@%16,477,0007t(_
ZTNF - AR¥E21,477,0007T) - B
HREFREAARERRERRBERME
&£ AT E R B SRR ERR

B0 48 e B BREN PR U BIR(E RS » FTA Hfth
FEYIAAIRERER - W _T—ZF+ A
=t+—B  YEEMaEREEFIE(ZZETN
F|E)

ARREFERR - ARZFEHNELREN
HINZIE - AR —F AW E 2 B R U IR
(R EUIRERSN < A FERRK ETEI,QEE
ARER o
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2010 2009
—E-EF —ZTTAF
RMB’000 RMB’000
AR#T T ARETIT

Investments in subsidiaries KB A RAIEE
Unlisted shares, at cost JE LR - | AR 67,848 67,848
Amounts due from subsidiaries N EENGIE e 272,527 269,827

96

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

repayable on demand.

Details of the subsidiaries at 31 December 2010 are as

follows:

Company name

AREH

Forever Prosperity International

Company Limited
AREGAR AT

Ding Xin Investment Company

Limited
SFREBR AT

Shenzhen Ding Xin Department

Stores Company Limited
AIGHFEEBRRA

Place of
incorporation/
establishment and
legal form of entity
AL B R
HEANER

British Virgin Islands,
limited liability company

ERERHS
BREAEAT

Hong Kong, limited
liability company

B BREEAR

The PRC, limited
liability company

hE - BRAMEAR

Particulars of
issued share/
paid-up registered
capital
BRTREG
BREEMERFHE

United States
Dollars 20
20%7T

Hong Kong Dollars
(“HKS$") 0.1
0.1%([Ex])

RMB5,000,000
AE#5,000,0007T

FEMFI B AR RIBAERKENLE - KEL
- RENBRERER -

LUl

Percentage of interest
held by the Company

AARBARZASL
Directly  Indirectly
EE i
100% -

- 100%

- 100%

RoB—2E+= A=+ —ANKBA TS

Principal activities and
place of operations

TEXBRELHH

Investment holding in
Hong Kong
REBETREER

Investment holding in
Hong Kong
REBETREER

Wholesale of consumables
in the PRC
R B 5 M
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Place of
incorporation/
establishment and

Particulars of
issued share/
paid-up registered

legal form of entity capital Percentage of interest Principal activities and
Company name SEMER SRR B R ERITREG held by the Company place of operations
NREH HENER BAREMERFE AARBAEREAL FEEBRLEHH
Directly  Indirectly
HiE e
BJH Department Stores The PRC, limited RMB220,400,000 - 100% Investment holding
AT aEEREERAR liability company AR #220,400,0007T and operation and
HE - BREEAT management of retail
stores in the PRC
R BETIREERK
RERERTERS
Dongguan Jiahua Department ~ The PRC, limited RMB3,000,000 - 100% Operation and management
Store Company Limited liability company AR #3,000,0007T of retail stores in the PRC
REmEERERRAT hE - BREEAF RHEEEREETER
Guangxi Baijaihua Department  The PRC, limited RMB10,000,000 - 100% Operation and management
Stores Company Limited liability company AK%10,000,0007C of retail stores in the PRC
BRAEEREERAA hE - BREEAF RHEEEREETER
Hunan Baijaihua Department The PRC, limited RMB5,000,000 - 100% Dormant
Stores Company Limited liability company AR#5,000,00070 EmER

HEREEBEERAA

hE - BREEAR

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

KB AR ERRE R A

{5138 7€

/S EBGEREABEBLEEEIA
EBBRARIEX -
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98

Merchandise for resale HEER M
Low value consumables KEZFER

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

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

Within 30 days 30HA
31-60 days 31£260H
61-180 days 61£2180H
181-365 days 1812365H
Over 1 year —F LA E

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

2010 2009
—g-8F  —ITNG
RMB’000 RMB’000
ARBFR  ARKTE
107,213 117,979
10,632 12,188
117,845 130,167

BRETREEEFPIFLNZERILE - KER
miHE REWEENHES WAL - AEEMA
HEBMURSET - RTUEFRPAETNE
Ef-—RR—2=f@A -

REERWE 5 RFIREE R BAn iR ST 40
T~

2010 2009
—T-2F —RPRNF

RMB’000 RMB’000

AR¥TFT ARETT

1,867 1,898

52 913

- 761

66 144

122 -

2,107 3,716

A FBRBERNA S E AL KRR

REFBREMARIERE  REEREES
BRARERE - RRAEHEAMRREEIA B R
MR FIREAR SRR E 5 RKERER T
1% AREMARKESRFAERF S
HRERERT -



ANNUAL REPORT 2010

For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

Impairment losses in respect of trade receivables are
recorded using an allowance account unless the Group is
satisfied that recovery of the amount is remote, in which case
the impairment loss is written off against trade receivables
directly. There was no provision for impairment loss as at 31
December 2010 (2009: Nil).

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

Neither past due nor impaired = BASRUE
1-30 days past due #mHE1Z=30H
31-180 days past due #mHA31=180H
181-365 days past due #HI181%2365H

Trade receivables that were neither past due nor impaired
related to customers or tenants for whom there were no
recent history of default. Trade receivables that were past
due but not impaired related to a number of customers
or tenants that had a good track record of credit with the
Group. Based on past experience, management believed
that no impairment allowance is necessary in respect of
these balances as there has not been a significant change
in credit quality and the balances were still considered fully
recoverable.

The directors of the Company consider that the fair values
of trade receivables which are expected to be recovered
within one year are not materially different from their carrying
amounts because these balances have short maturity periods
on their inception.

FEWE 5 ARk 2 B E BT IR A B RO 8% - BRIF
AEER BB TR BRI - RULER
T O BEEBEZRRNERE SR - K=
T-TF+ - A=1+—HLERREEEEL
BE(—TTNE E) -

R A WS AR E KR RS B E S EE
HRERNAEEERE FERFUZEIE B HBRER
DT

2010 2009
—s-8F  —TTNF
RMB’000 RMB’000
ARBFR  ARKTE
1,919 3,456

- 62

66 198

122 -

2,107 3,716

3 58780 H sl B AO 8 IO EE 5 ARk BT S HA R
KM E P HMATHR - SEHEY EE
ENEKRESRREAEEZ L EERHRRLT
MEFPHEEER - RIEBELR  BEEM
5 BRNEEERABEEAEE RAERDKE
AR EEE - RBELIL F AR LR ER
e

ARBEERG - BRNZFEHRNELRIER
HIAZIH - AR —FRlE 2 B E 5 RR
ZAHEEERAELTEEAEER -
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The financial asset at fair value through profit or loss
represented the currency-linked deposit where the amount
recoverable at maturity is linked to the exchange rate of
Euro and United States Dollars on maturity date and was

designated as held for trading.

The fair value of the financial asset at fair value through profit
or loss has been determined by the reference to the current
bid price quote from the financial institution at the reporting
date. The details and the fair value as at 31 December 2010

were as follows:

Bank deposit RITTFR

Cash at banks and in hand #R1TRFERS
Bank deposits maturing R =1EAREI R
within three months RITTER

Cash and cash equivalents & mERAIES MR
for the purpose of TEEY
statement of cash flows

Bank deposits maturing over 7 =1 A 14 2| Hi &9
three months RITIER

BBBRRLAHEN R SREERRE B
iRy ] YR Bl S 3R BRI HA A 2 BR 7 M SETTIE 3 A
MINEBATER - WA RFHERE °

BBESRRATENIE, SRAEELEH
= RSB R R EREEEE R
T-TFI-A=—H  AEFBRATE

T
e
+=—A=+-8
2 AT
e ZH#EER  Fair value at
Principal Time to 31 December
amount maturity 2010
ARETT AREFT
RMB’000 RMB’000

3 months
10,000 316 A 10,043
Group Company
rEE AT

2010 2009 2010 2009
—g-%F -—TTNF —T-¥F -—TTNF
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T ARETFTT AR®TR AREFTT
92,703 87,121 1,002 413
134,102 152,855 - -
226,805 239,976 1,002 413
61,247 30,638 - -
288,052 270,614 1,002 413
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The Group had cash and bank balances denominated
in RMB of approximately RMB287,046,000 (2009:
RMB270,104,000) and the remittance of these funds out of
the PRC was subject to the exchange control restrictions
imposed by the PRC government. The Company did not
have cash and bank balances denominated in RMB as at 31
December 2010 (2009: Nil).

The cash at banks bore interests at floating rates based on
daily bank deposit rates.

The bank deposits bore interest at floating rates. The
effective interest rates at 31 December 2010 ranged from
0.36% to 2.5% (2009: ranged from 0.36% to 3.6%). They
had maturities ranged from 1 day to 6 months (2009: ranged
from 1 day to 6 months) and were eligible for immediate
cancellation without receiving any interest for the last deposit
period.

The directors of the Company considered that the fair value
of the short-term bank deposits is not materially different from
their carrying amount because of the short maturity period on
their inception.

The credit terms granted by suppliers are generally for a
period of 30 to 60 days. The aging analysis of the trade
payables, based on invoice dates, is as follows :

Within 30 days 30HA
31-60 days 31260H
61-180 days 612180H
181-365 days 181£365H
Over 1 year —&FLE

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

AEBUARBHENRE RBITHBOR
AR¥287,046,000C(ZZTNF - AR
270,104,0007T) * #ZEFE TE T BRAXH
BIBAEMASMNEE FIRFIRR - R—F—F
FH-A=1+—8  ARBLEERAAARE
FHEMRE MRITESR(CTTNF  8) -

RITASWFEFE - THRBRIFITERN X

-

RITERIRZRAE - RZE—TF+ A
= +—HNEBRFEFENT0.36EE25EFE(Z
TTAF  NT0.36EZE3.6E) ' ZHHARH
—BEXNMEAA(ZZEZNF : A—HENEAR)
TE - AR NUE SR — BRfF SR AR B A 1ER,
TENEFEUH °

ARAREFERR  ARBRERANELREN
HIREE - BRI ERZ A FERREREE

HEARHHNEER R Q0260 - ER
B2ERFIRERAHNREINT

2010 2009
—s-8F  —TTNF
RMB’000 RMB’000
ARBFR  ARKTE
148,705 139,159
27,083 27,105
15,953 9,632
2,148 226
2,227 -
196,116 176,122

FTEFCRY AR - Bt - AEEZRNES
FRPRHERGAEAFEZAENN
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Group Company
AEH ¥ NN

2010 2009 2010 2009
—E-TF —ZETNF —ZT-TF —ETNF
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR ARBT T ARBT R ARBT T
Coupon liabilities ZREE 6,670 8,204 = =
Deposits received B Wiz & 13,581 18,023 = =
Other payables (note) HAth T RRIE (PR EE) 20,220 33,121 - =
Accruals EErEA 29,378 24,183 845 919
69,849 83,531 845 919

Note: Included in the balance was other PRC tax payables,
other than PRC enterprise income tax, of approximately
RMB5,444,000 (2009: RMB6,335,000) at 31 December
2010. Balance also included amounts received from
(i) suppliers when they send promoters to the retail
stores and (ii) staff when joining the retail stores of
approximately RMB5,826,000 at 31 December 2010 (2009:
RMB5,807,000).

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

The amount due was unsecured, interest free and repayable
on demand.

Mizk : & rh B IEE AP B RS R AN M
RERE R-ZT—TF+-A=+—H
MARKS444000C(ZTTNEF : AR
#£6,335,0007T ) ° AEERHR INEIE ()R AL ERS
REHEEABZETEEREREERA R
18 R(i)RE T NBETEERRERE TR
B W-E-ZTF+-_A=1t—HAHARK
5,826,0007C( =TT N F : AR¥5,807,000

) ©

FTESCRY R - At - AEERAREFZ
ERAE el e - RMENTUENER B
ARHERRAEQAFEZ SR -

BREFASEER 28 MREREE -
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Deferred taxation attributable to temporary differences
between the fair values of the identifiable assets recognised
by the Group on acquisition, namely property, plant and
equipment and intangible asset, and their respective tax
bases in the PRC is calculated in full under the liability
method using the tax rate of 18% to 25%, being the PRC
enterprise income tax rates applicable to the Company’s
subsidiaries operate in the PRC. The movement on the
deferred tax liabilities arising from business combination is as
follows:

ARER R P BB I P RERR A BBl & EE (R
% BERSREBAREBLEE) A FEEES
BHRENTRZRELNEERARABE
AR BEE 2 FRREM PR EMSH
18N E25%EHFTE - AXH A HELNIE
ERRBEZEZHNT

2010 2009
—E-FF —ETAEF
RMB’000 RMB’000
AR®ET T AREFIT
At 1 January n—HA—H 2,386 6,480
Deferred taxation credited to the consolidated 5t A/ZA 2 EUHEZRH
statement of comprehensive income IEIER I (299) (720)
Reversal of deferred tax liabilities arising from 18] 48 2 & 2 (8 2= 4 8
the impairment of intangible asset RIEFIEE & = (3,374)
At 31 December R+=—A=+—H 2,087 2,386

No deferred tax liabilities have been recognised in respect of
the temporary differences of approximately RMB91,000,000
(2009: RMB56,000,000) associated with undistributed
earnings of certain subsidiaries because the Group is in a
position to control the dividend policies of its subsidiaries and
it is probable that such differences will not be reversed in the
foreseeable future.

AR AEEAHEFIENBARZRERE - B
HETHBRAARDRAFEHE LR =R
#AR%91,000,000 (=T NF : ARK
56,000,0007T ) A A BEPA AT B 2R B - i
ERZEEERRARLERIBAE -
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Deferred tax assets are recognised for tax losses carried
forward to the extent that realisation of the related tax
benefit through the future taxable profits is probable. At 31
December 2010, the Group has unrecognised tax losses to
carry forward against future taxable income as follows :

Expire in
—-2012
- 2013
- 2014
- 2015

Authorised :
Ordinary shares of
HK$0.01 each
At 1 January and
31 December

Issued and fully paid :

Ordinary shares of
HK$0.01 each

At 1 January and
31 December

N

FAEE0.0178TTHY
Hiahk
R—A—BR
+t=A=t—H

ERE
A

BETRAR
FRCEE0.0178 THY
TEm
R—A—Bk
+=A=+—H

EIETHIRE X AR IR N s Al BEiE 1B 1R 8
aRBE N IR A BT E R c R—F
—ZEE+-A=+—H  AEEREE K
B & RERRT U A B R FER I TR E RN T

2010 2009
—E-2F ZZETNF
RMB’000 RMB’000
AR®T AREFTT
AT FE [Em
——ZT——F 8,697 8,697
— S 3,206 3,206
——=—F 6,095 6,095
——ZT—AhF 13,154 -
31,152 17,998
2010 2009
—E-2F —ETNF

Number of Number of

shares shares

BB E RmEE
(’000) RMB’000 ('000) RMB’000
(FR) AR®T (FAx) AREFTT
10,000,000 97,099 10,000,000 97,099
1,037,500 10,125 1,037,500 10,125
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For the year ended 31 December 2010
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Group Company
iS4 ERH
2010 2009 2010 2009
—E-2F —TTHF  ZEB-ZF  _TTNHF
Notes RMB’000 RMB’000 RMB’000 RMB’000

Bt ARBTRT AR®TT AR®TRT ARETRL

Share premium BB () 252,478 252,478 252,478 252,478
Statutory reserve ETERE (b) 30,993 26,001 - -
Statutory welfare reserve EERNES (c) 2,286 2,286 - -
Merger reserve Ll (d) 12,373 12,373 - =
Share option reserve Bl E (e) 6,646 6,706 6,646 6,706
Contributed surplus AR (f) - - 67,848 67,848
Translation reserve BE#E (969) (969) - =
Retained profits REBRA 69,359 66,221 11 12

373,166 365,096 326,983 327,044
Dividend proposed FORALS 3,424 = 3,424 =

376,590 365,096 330,407 327,044
The movements of the Group’s reserves for the year are AEBFNFEEHONEEEREFRE
presented in the consolidated statement of changes in equity. 5l o

105



106

—T-TFEH
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The movements of the Company’s reserves for the year are

set out below :

At 1 January 2009

Paid final dividend
relating to 2008

Lapsed of share-based
compensation

Loss and total comprehensive

income for the year

At 31 December 2009 and
1 January 2010

Lapsed of share-based
compensation

Profit and total comprehensive

income for the year

Proposed dividend relating to

2010

At 31 December 2010

RABFRRBEZEHIIMAT

Share
Share option Contributed Retained Dividend
premium reserve surplus profits proposed Total
RipEE BRERE BABK RE R RRRE @zt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTR ARETR ARBTR ARET ARETR
RZETNE-A-H 252,478 7,446 67,848 971 12,139 340,882
Y2
BRRERE = - - - (12,139) (12,139)
FRAD 32 1R R 2
- (740) - 740 - -
EREBRR
2ENEER - - - (1,699) - (1,699)
AZZTNE
ZRA=+-Bk
i = 252,478 6,706 67,848 12 - 327,044
OB OE TP
- (60) - 60 - -
ERRFRZERRER
- - - 3,363 - 3,363
—Z2-%Ey
BRRE - - - (3,424) 3,424 =
RE-%%
+-A=1-H 252,478 6,646 67,848 1 3,424 330,407

Of the consolidated profit attributable to the owners of the
Company of RMB11,494,000 (2009: loss of RMB21,139,000),
a profit of RMB3,363,000 (2009: loss of RMB1,699,000) has
been dealt with in the financial statements of the Company.

RNEEA AEGARE T AR 11,494,000
T(ZZEZNF : BEAR®21,139,0007T)
o R ARRES,363,000 T ( —ZEZTNE -
B AR1,699,0007T) B AR B R K

L



For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

Notes:

(a)

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

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

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

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

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

The contributed surplus of the Company arose as a
result of the reorganisation and represents the excess
of the nominal value of the Company’s shares issued in
exchange for the then consolidated net assets value of the
subsidiaries then acquired.
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i -

(@)

(b)

(©

(d)

(e)

()

RERMSHASQRE  RIDEBRI DK TA
AAPR - MEAR BN ERE RIS B
RABEER B EEGBET R MEENE
& o

RIZERTBARE - KA BRI HHEARIZA
1 EIZ P B S R PIEEMBRT R F N &
10%BHELTEHE  BERBEREDER
AEMEAR250% A3 1L - AR R AR M
BRRERSTE ARERBRIEL © BRIFELR
B BRVEERETNEIIR -

RIFERETBAR - APBEKRZHABARE
BPEERIIEENRRRFENCESS
HAENE TANLBREEEENIES - Z&E
SERARALESRHEE TR L HEMERE
et o FRIFEREER - BRAERNES TG
DK °

R-ZEZHFMA=THEERNEEEHA
SEEREOHEE - AORERERIEEEMN
BEOARBEMOWEERESEENER
ARAEMEARRMSEBEAENE
Gl

AEEBREFERAAEERE BFR—
HERERLBREMEL -

AABBABREEAEAMESE - HARFFHR
BAEETRMWEER L S PTIRENE
RAIERHEEEEFENZESR -
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108

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

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

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

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

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

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

(c) the nominal value of a share.

REZBERNR_ZFTLFOA=THAESB
MEEARRR AR ARAERERT S ([ %5t
E D

ZETBIE EEA R RN ER 2 RE S
TR - 226 - BHe - BN R SAER - AR
ENEES AR TRIUENEMBE R

REZTE EFSA2ENBABAKET
AR B R R ERAITSIFATE S (21598
MIFTES) TR E (T im 2 BEGRE)
VAR RS B {Efa]k B A RV EREER - EHEA
T R EAER (MR EARTZFREHA
T BAHAR(LRALTRAI28E i
MR (TRERGE ) - RIB TREEERR
R -

RIBFTR LB ETE M BT BN R
BE LAHEFSIRETRAG2ERE
BETBERATRSE :

(a) RNEXNRBXZME B RERMAIIROU
miE

(b) ERZNHAAMAEEXRABIMAEAR
BRI FHU B A B (HEfH A
REAREVHAE LR EELRAE
LER - RIFBITESBERD LW
HRMEREE B HRTE) &

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

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

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

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

ANNUAL REPORT 2010

BIEAA R B EBRREVSHNE - TRIRIERZE
EIRA N BRI EMBRET SR ENFE
BIERITER I AL THR M RE A HTE
723%100,000,0000% * BD b B #ER% 17D 42 80y

10% ° BRETEZ10%RFIME - IRRZAT 815
HE KRB BARE RS TR EEA ©

RRWAEZTEINIRRRRT - EFSHER
“EEAFHNA=THETFAR  BRAHE
2ERBIENERN2EERERE THERED
EHNTEN])  MRRBERBEZTS L
EHRMNEE - RETER2REERIELE
K BRI 2ZR2EENAEENEBR
B - 2EE QRSB B ARF FHI R
/B EE T REEI AR B ) B2 s ATYEL 69
BEZNNERNES

PimekaT IR - RITEREZA S LA

RAVEAEADBRAE B B R ARTTEN 2
*Bﬂiﬁ@ﬁ%ﬂx%ﬁﬁ—f BITHRM BB RER -

BB TR D EITRNHI30% °

FRIFEEBCRALAE - BRIFPMER +—E A BEE
TERTER2RENERE(BRETER
R AR TEE M R AAE) T 2 1T K is FBAITHOAR
NHEE TEEBEBITRDEZN1% -
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An Offer shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in
accordance with the terms of the Scheme or (where the
context so permits) the legal personal representative(s)
entitled to any such Scheme in consequence of death of the
Grantee and the Option to which the Offer relates shall be
deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the
Offer duly signed by the Grantee together with a remittance
in favour of the Company of HK$1.00 by way of consideration
for the granting thereof is received by the Company within the
date upon which the Offer is made to such date as the Board
may determine and specify in the offer letter (both days
inclusive).

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

The Options vest after one year from the date of grant and
then exercisable within a period of five years.

EARRRMEEEN R HEE TS A RETYL
REA TR B R(BEERERE)BHREA
WEIRIRZET M R M BN 2 8 E ([
BA DI E AT AR A & MR Zat
EFAREMNAAEEREAZSRBRMNZ
MERENZOREER - LRAANRF A
1.00ETTE R L Z D BRERER - %HE
PRIERRAR R TR - hEEHEREMNZN
BRERR AR RER -

FrERRN X VIR B MMM R EE - K&
B3 A St B TR BB ERRRE -

BRESRLEHES —FRE  HRRAF
WATTT{E
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Details of the Options granted by the Company pursuant to MZZE—TF+ - A=T—BARaRE%L:
the Scheme and the Options outstanding as at 31 December ZIR R R E R R ARITEBRENF BN
2010 were as follows: T
Number of Options
BREYE
Balance at Balance at
1 January 31 December
2010 Exercised Lapsed 2010 Exercise
—8-%f% during during R=B-Z% price
Grant to Date of grant Exercisable period -B-H the year theyear TZA=1-H per share
EBRA RHiAH T8 i Enfrf ER%H i BREE
HK$
BT
Executive Directors
HiTEs
Mr. Zhuang Lu Kun 30 April 2007 21 November 2007 to 1,000,000 - - 1,000,000 1.04
A “ZSHEMA=FA 20 November 2012
:f§t¢+*ﬂ‘+*ai
“E-CEt-AZtH
8 August 2008 9 August 2008 to 1,000,000 - - 1,000,000 0.46
ZZENENAN 8 August 2013
:f?/\ﬁ \ANRE
“2-=£/\ANA
Mr. Zhuang Pei Zhong 30 April 2007 21 November 2007 to 600,000 - - 600,000 1.04
Py ki “ITCEMA=FA 20 November 2012
:f§t¢+*ﬂ‘+*ai
“E2-Et-AZ1H
8 August 2008 9 August 2008 to 8 August 2013 400,000 - - 400,000 0.46
“ZEN\FNANA :f?/\ﬁ \ANRE
“2-=£/\AMAH
Mr. Gu Wei Ming 30 April 2007 21 November 2007 to 540,000 - - 540,000 1.04
BARLE “ZTLENA=FA 20 November 2012
:f§t¢+*ﬂ‘+*ai
“2-Et-AZ1H
8 August 2008 9 August 2008 to 8 August 2013 400,000 - - 400,000 0.46

“ZENENANE  —BEN\ENRABEZE
ZZ-=F\A\A
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Notes to the Financial Statements (Continued)
W R M ()

For the year ended 31 December 2010
R T —FTFF_A=1—HIFE

25. SHARE-BASED COMPENSATION — GROUP 25. R X3 — LB K A A 7l (#)

AND COMPANY (Continued)

Number of Options
BREYE
Balance at Balance at
1 January 31 December
2010 Exercised Lapsed 2010 Exercise
“g-%% during during RZE-ZE price
Grant to Date of grant Exercisable period -A-H the year theyear T=A=1-H per share
ARA RHAH s i Rl ER%H £ BRIEE
HKS
BT
Executive Directors
(Continued)
#7E2 (8)
Mr. Zhuang Xiao Xiong 30 April 2007 21 November 2007 to 1,000,000 - - 1,000,000 1.04
HVERE “ETLENA=FA 20 November 2012
ZERHET-AZT-HE
“T_Et-A-tH
8 August 2008 9 August 2008 to 8 August 2013 1,000,000 - - 1,000,000 0.46
EEN\ENANE ZEENEN\AAAZE
Z3-=E/\ANH
Employees of the Group 30 April 2007 21 November 2007 to 13,760,000 - - 13,760,000 1.04
rEEES “ETLENA=FA 20 November 2012
ZERHET-AZT-HE
“T_Et-AZ+H
8 August 2008 9 August 2008 to 8 August 2013 5,660,000 2) (320,000) 5,339,998 0.46
ZEEN\ENANE ZEENEN\AAAZE
Z3-=E/\ANA
Consultant 30 April 2007 21 November 2007 to 600,000 - - 600,000 1.04
BE “ZTLEMAZFA 20 November 2012
ZERHET-AZt-HE
“T_Et-AZ+H
25,960,000 (2) (320,000) 25,639,998
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Details of the Options granted by the Company pursuant to RZZETZNF T A=T—BARREREZL:
the Scheme and the Options outstanding as at 31 December ZIR R R E R R ARITEBRENF BN
2009 were as follows: T
Number of Options
BREHE
Balance at
Balance at 31 December
1 January 2009
2009 Lapsed R-ZENF Exercise
ZEZhE during +=A price
Grant to Date of grant Exercisable period —A—H the year Er=[ per share
ERA REBH Cagid R FRER B8 BROTEE
HK$
BT

Executive Directors

HITES
Mr. Zhuang Lu Kun 30 April 2007 21 November 2007 to 1,000,000 - 1,000,000 1.04
HREsm A A —ZTLFMA=1H 20 November 2012
“ERF+-AZt+—HE
“E——Ft-A-+H
8 August 2008 9 August 2008 to 1,000,000 - 1,000,000 0.46
—ZZ\E\AN\R 8 August 2013
—ZZEN\F\ANRZE
—Z-=£/\A\R
Mr. Shen Da Jin 30 April 2007 21 November 2007 to 720,000 (720,000) - 1.04
(resigned on —ZT+FMA=1H 20 November 2012
9 February 2009) “ETHEF-AZ+—RE
AREEE (R-ZENF “E--%t-AZtH
ZRNBEHE)
8 August 2008 9 August 2008 to 500,000 (500,000) - 0.46
—ZZ\E\AN\R 8 August 2013
:%gl\i)\ﬂ NnBE
—Z-=FNANR
Mr. Zhuang Pei Zhong 30 April 2007 21 November 2007 to 600,000 - 600,000 1.04
ROl kY e “ZTLFMA=FH 20 November 2012
“ZRtET-AZt—HE
“E--%t-AZtH
8 August 2008 9 August 2008 to 400,000 - 400,000 0.46
—ZZ\E\ANR 8 August 2013
“ZEN\F\ANRZE
“T-=FN\ANAR
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Grant to
ARA

Executive Directors
(Continued)

HTEE (H)

Mr. Gu Wei Ming

BEmLs

Mr. Zhuang Xiao Xiong
(appointed on
9 February 2009)

SMERE (R_FTAEF

“ANBEZE)

Employees of the Group

r&EEES

Consultant

Es

Date of grant
RiiAH

30 April 2007
“PELEMASTA

8 August 2008
—ZEN\ENANR

30 April 2007
“ERLFRA=TH

8 August 2008
—ZZ\E/\AN\R

30 April 2007
“FELEMAZTA

8 August 2008
—ZZ\E/\AN\R

30 April 2007
“FTLFMAZTA

Exercisable period

i

21 November 2007 to
20 November 2012
“FEEFT-A=+-RZE
S s s =

9 August 2008 to
8 August 2013
—ZZ\E\ANRZE
“E-=5/\AN\R

21 November 2007 to
20 November 2012
“2RtF+-A+—BE
—E——5+—R=+H

9 August 2008 to
8 August 2013
“TZ)\ENANRZE
“E-=5/\A\R

21 November 2007 to
20 November 2012
“ETtF+-A=+—HE
S =
9 August 2008 to
8 August 2013
“ZEN\FNANAZE
—Z-=FN\ANH

21 November 2007 to
20 November 2012
“ETtF+-A=1+—HE
S Rl =

Number of Options
BREHE

Balance at
Balance at 31 December
1 January 2009
2009 Lapsed R-ZBERE
“ETNE during +=A
=t =! the year Sr=[
o FREHU 53]
540,000 - 540,000
400,000 - 400,000
1,000,000 - 1,000,000
1,000,000 - 1,000,000
14,170,000 (410,000) 13,760,000
6,210,000 (550,000) 5,660,000
600,000 - 600,000
28,140,000 (2,180,000) 25,960,000

Exercise
price

per share
BRITHEE
HK$

BT

1.04

0.46

1.04

0.46

1.04

0.46

1.04



ANNUAL REPORT 2010

For the year ended 31 December 2010
AE—FE—FF+_H=F—HIFE

Options granted on 30 April 2007:

The fair values of Options granted for the year ended 31
December 2007 of approximately RMB5,360,000 were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$1.04 and exercise prices as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 41.11%,
based on expected share price. Risk-free annual interest rate
was determined at 4.26%.

The underlying expected volatility was determined with
reference to the historical share price information of a
company listed on the Main Board of the Stock Exchange
which was engaged in similar business to the Group as there
was no historical volatility rate of the Company prior to the
date of grant of the Options.

Options granted on 8 August 2008:

The fair values of Options granted for the year ended 31
December 2008 of approximately RMB2,086,000 were
determined using the Black-Scholes Option Pricing Model.
Significant inputs into the calculation included a share price
on issue date of HK$0.46 and exercise prices as illustrated
above. Furthermore, the calculation took into account the
expected dividend yield of nil and a volatility rate of 60.49%,
based on expected share price. Risk-free annual interest rate
was determined at 3.065%.

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

Pursuant to the Scheme, no options were expired or forfeited
during the year (2009: Nil). Two options were exercised
during the year (2009: Nil), the weighted average share price
for share options exercised during the year at the date of
exercise was HK$0.53.

RZZZLFOA =+ BEREABARE :

HE-_ZS+HF+-A=1t—HIFEREN
RN A FELN A ARYS5,360,000T * T)
EEOR TR E EEAETE - S8R
FAERESER ASERETTBEMRE1.047%5
TC R AT o AN - FTEIE AT RIEHE
% B R RIETEF BT EMNEIEA.11% © &
BB FIZE £4.26% °

R RS B AT A A R R IR
% - BHIEE RIE S S B F A R
LR B ER LT A T B RE AR

T

R-ZFZN\FN\ANBRLAERE :

HE-_ZZ)\F+_A=1+—HILFEEREN
Bl N EN R ARK2,086,0007T T
BIA N — AT RETEIEE BIEEE - 5T EM
REXEEE A BIER T HEBNARE0.46/5
TR EAATEEE o AN - FTEEERIBEE
I8 B & RIETEET AR E T E 0R 18 %60.49% o
2 e F T ZE TE 433.065% ©

MHREERDREDREARF B LA —FT
tERAA -+ HERLBREES ANBEER

F I B RE B AR IR 4 AT Bl B im S O U (=
ETNF ) - FRAMNBREETE(Z
ZTNEF  B) RIER - FRASTEER
RENE I AR(ER0.53/8TT

115



—T-TFEH

For the year ended 31 December 2010

BE-F—FF{=FA=1—ALFE

(a) EEMS

(a) Directors’ emoluments

Salaries,
allowance and
other benefits

Contributions

in kind to pension
Eooc A 1 schemes
Fees R E A by Ne Total
e B & K et
RMB’000 RMB’000 RMB’000 RMB’000
AR®T T ARMF T AR¥TF T ARBT T
2010 —E-FF
Executive directors HITEE
Mr. Zhuang Lu Kun HREsTE - 539 4 543
Mr. Zhuang Pei Zhong LT 1)5b e - 323 4 327
Mr. Gu Wei Ming BEREE = 325 3 328
Mr. Zhuang Xiao Xiong** TN S - 269 4 273
- 1,456 15 1,471
Independent non-executive BUHHTEE
directors
Mr. Chin Kam Cheung IR 87 = = 87
Dr. Guo Zheng Lin FIEMFL 100 = = 100
Mr. Ai Ji N REE 100 - - 100
287 - - 287
287 1,456 15 1,758
2009 —EENF
Executive directors HITEE
Mr. Zhuang Lu Kun HREsTE = 505 4 509
Mr. Shen Da Jin* AR - - - -
Mr. Zhuang Pei Zhong HmaLE = 322 4 326
Mr. Gu Wei Ming BERLE = 298 3 301
Mr. Zhuang Xiao Xiong** T/ NS = 276 4 280
- 1,401 15 1,416
Independent non-executive BUHHTEE
directors
Mr. Chin Kam Cheung B E 90 = = 90
Dr. Guo Zheng Lin MIEMEL 100 = = 100
Mr. Ai Ji N REE 100 - - 100
290 - - 290
290 1,401 15 1,706
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(@)

(b)

ANNUAL REPORT 2010

Directors’ emoluments (Continued) (a) E=EM< (&)
No directors of the Company waived any emoluments FAMEARARREEHERNEBANE
paid by the Group during the year (2009: Nil). A (ZZENFE : &) -
No emoluments were paid to the directors of the FRNARRQ B ESIBEL TERBE -
Company as an inducement to join or upon joining the {ERHBE A& B 5 A 11 A B B 528
Group or as compensation for loss of office for the year S AEE(CTTNE  |) -
(2009: Nil).
*  Resigned as executive director on 9 February 2009. * RIETNF_ANBBENITES -
**  Appointed as executive director on 9 February 2009. » RIZFTENFZANBEZEARRITE
$ °
Five highest paid individuals (b) EEBRSHFMAL
The five highest paid individuals of the Group included FAREELEZEZRRITMATBEARAR
four directors (2009: four) of the Company for the AIMEAER(ZZETNF  IR) @ BF
year, whose emoluments are disclosed in note 26(a). & 2K sE26(a) i E - FRN Tk
Details of the remuneration paid to the remaining one T—R2(ZEThF - —R)RSFHHA
(2009: one) highest paid individual for the year, which =+ &9 % B 1 F = % 7t 21,000,000 7T
fell within the band of Nil — HK$1 million (equivalent to (HHEERARKEZTE AR KB90,000
approximately Nil — RMB890,000) is as follows: JT) c HIBWT
2010 2009
—E-2F —ZETNF
RMB’000 RMB’000
AR¥T T ARBFTT
Salaries, allowances and benefits in kind BEAXHFS  EBREWH = 582 587
Contributions to pension schemes RIRBET MR 10 10
592 597

No emoluments were paid by the Group to any of the
highest paid individuals as an inducement to join or
upon joining the Group, or as compensation for loss of
office for the year (2009: Nil).

FAAEEVEAOERRSHMA L
NEMME - FRBENATEERR
AR SR SR (E (— T NEF ¢
&) -
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(@)

(b)

Capital Commitments (a) EAEIE

The Group had the following outstanding capital REEFU TR EARHAE :

commitments:

2010 2009
—E-EF ZTENF
RMB’000 RMB’000
ARBTT AREFTT

Contracted, but not provided for, in respect of HEIYI% - BiRE & 24
property, plant and equipment EHEEF R 865 2,584
The Company did not have any capital commitment as RZZE—ZF+_F=+—8 ' &AQ7F

at 31 December 2010 (2009: Nil).

WEEMEREE(ZTTNE - &) -

Operating lease commitments (b) REHERE
()  Group as lessee (i) ABEEERAA
The total future minimum lease payments under BRI+ 3 RAEFH) AR & 8
non-cancellable operating leases in respect of land EMBARRKEN TEILE=TH
and buildings payable to independent third parties is SEBENFTRENAT -
as follows :
2010 2009
—E-ZF —TThE
RMB’000 RMB’000
ARBF T AR¥ETF T
Within one year —FR 53,511 57,472
In the second to fifth years E_FRERF 206,230 236,627
After five years A% 266,561 360,012
526,302 654,111
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BE—

—F-FEF A1 —HAIFE

(b) Operating lease commitments (Continued)

(i)

(i)

Group as lessee (Continued)

The total future minimum lease payments under
non-cancellable operating leases in respect of land
and buildings payable to Mr. Zhuang Lu Kun, a
director of the Company, and related companies,
namely Shenzhen Baijiahua Industrial Development
Company Limited (“BJH Industrial”) and Shenzhen
Jiahua Real Estate Development Company Limited
(“JH Real Estate”), companies in which Mr. Zhuang
Lu Kun and Mrs. Zhuang Su Lan have beneficial
interests, are as follows :

Within one year —FR
In the second to fifth years
After five years &

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

Group as lessor

The Group sub-leases out a number of land and
buildings under operating leases. One of the
leases run for an initial period of ten years and are
cancellable with three months’ notice. The rentals
on this lease are calculated based on a percentage
of the relevant sales of the tenants pursuant to the
rental agreement. Contingent rents recognised
in the profit or loss during the years ended 31
December 2010 and 2009 are disclosed in note
6(a) to these financial statements. All other leases
are cancellable with one to two months’ notice.

The Company did not have any lease commitment as at
31 December 2010 (2009: Nil).

“HEFERF
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(b) FEHEHEE)

()

(i)

E/\ —
Iﬁfﬂﬁﬂ

AEEERFAMA ()
RIBERIREHE 3 RIE F A& 78
EMBRRKKEN T ARBESH
BE SR SE A DA SRR S e A R R R
LR ERERNOBERRRI
TEEEEXERARAR(BEE
EFEX]) LRYIMEEEHMERE
BRAR([EEFHE ) NREHE
Bt AREm T

2010
—E-FF
RMB’000
ARMT R

2009
—ETNF
RMB’000
ARBT T

17,182
64,211
63,060

16,708
64,962
79,504

144,453 161,174

AEEREBCEHERRAZE LI
MEF HEVSAEHAZE+H
F - WHERERB SR ASEH
EEEFERBTEHERESEER
B HEMERESAES -

REEERHHEA
AEEREBEERESTZE LI
NEF - Hh—IBEHEVIS AH+
& WA = E A BEAE T
e - EIEAENES NIREER
EATCUMEFEHEBEHEER DA
B -REBEE_Z—ZTFR_ZTTN
F+_A=t+—HIEEHEER
AR S BRI MK
6(@)FE - TAEMBETRED
—Z=WE B BAE T ARG o

—BF+-A=+—8 44
SEE(—EENE - ) -
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In addition to those transactions and balances detailed
elsewhere in these financial statements, the following
transactions were carried out with related parties:

(@) Transactions with BJH Industrial

Operating lease rentals payment in BT REFT A
respect of land and buildings LEHERS

Operating lease rentals arrangement in AR+ it MiEFH)
respect of land and buildings KEHEH SR

Rental income arrangement HE WAL

Utilities income arrangement ARG UA L HE

Notes:

(i)

The amounts were determined in accordance with the
terms of the underlying agreements.

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

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

BREI SRR E A HE D

DRFII R 5 R KRN -

AT REREATETHRS ¢

(a) BEEEEXZXS

Notes

faE

(ii)

2010 2009
—E-ZF —TTHhEF
RMB’000 RMB’000
ARBTT ARBFIT
(13,021) (12,602)
(5,510) (5,510)
1,208 1,284

661 618

Z R TR IR AR 7k

VIEREE

BEEEREREFPEETEIYE =)
ERFIFIVEERS - UWHERTH
REBEFEBAYE o AN _EXAHEE -
AEBERZEMESNOEEHRAXTIE
BREEXNMIEN TEEEESE -

BEAIITREREZARQE [
BRDEREFEBEEEXER/RMESM
AIVAMATZEZS_FHWA=T/\BH
HEW®  BEEEXHEERHME
HEATRF BHIZET-_F+—H
+ABRBRE_T—+tF+—A+HHB
JEW o RIBPISR A EEE MG
AA—_TTNF=A—ANBREE
i FISERAE R EEEEREIES
MEHBEEAEGER - PIBETRE
AEEERBLEEHEREZRT I
BXHHE  MEEEEEDRILAE
EEFmP ISR AESE o
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(@)

(b)

(c)

Transactions with BJH Industrial (Continued) (a)

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

ANNUAL REPORT 2010

HEEEEEC RS ()

(iy BEZEEXEALBEAR-—EBYE=
FEBMFINETHoMELH - HHH
AEERANHLTEL - BEEEE
BERRAEBEYWE EXCATEBERAS KA
RRARARBEA - REBFEEEERLN
EEMRIVBESHA-—TTNFE+— AN
A BEEBERR A&
Em-—ZTTNF=-A—BREHAEE
HOMZBYFE = WEES R AR
WA o e R ARG A TIRIRE
B A GRS E o

During the year, the Group leased properties from Mr. (b) R NEBMBEEHRLEREZERD

Zhuang Lu Kun and JH Real Estate. The operating
lease rental payment were approximately RMB212,000
(2009: RMB208,000) and RMB3,475,000 (2009:
RMB3,231,000) respectively. The amounts were
determined in accordance with the terms of the
underlying agreements.

Compensation of key management personnel (c)

Total remuneration of directors and other FREERHEMES
members of key management during the EEABWH B
year (note 26(a) and (b)) (FftzE26(a) K (b))

ENRYE LEHEHRASHFIHOA
R#®212,000c (Z T NF : AR
208,0007T) X A R#3,475,000C( =%
TAF : AREES,231,0007T) © %7k E8 )Y
BB i G SREEE ©

TEEEASHS
2010 2009
—g-8F  —TTNG
RMB’000 RMB’000

ARBT T ARET T

2,350 2,303
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The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations and
in its investment activities. The financial risks include market
risk (including currency risk and interest risk), credit risk and
liquidity risk.

Financial risk management is coordinated at the Group’s
headquarters, in close co-operation with the Board. The
overall objectives in managing financial risks focus on
securing the Group’s short to medium term cash flows by
mininising its exposure to financial markets. Long term
financial investments are managed to generate lasting
returns with acceptable risk levels.

It is not the Group’s policy to engage in the trading of financial
instruments for speculative purposes. The most significant
financial risks to which the Group is exposed to are described
below.

(i) Categories of financial assets and liabilities
The carrying amounts presented in the statements of
financial position relate to the following categories of

financial assets and financial liabilities:

Financial assets:

Loans and receivables

— Cash and bank balances

— Trade receivables

— Other receivables

— Amounts due from subsidiaries
Fair value through profit or loss
— held for trading

122

TREE
BRI

- R RRITHER

— KB ZEH

— B EUGRIR

— R 2 RIFROR
BRBDEATETIR

—FFER

AEBREAREBREMREXZGERASR
TAmMEHMBRLR - FHEREED SRR
(BREERRREANERRLR)  EERERMRE
BEwRER -

MRk EEAAKE AN RE  YRERS
FHAE - ERF KRR ERBRERHER
BREEROSHTEAR - BARNEEEH
ERHRERE - RS HBRENAER AR
REELRFBLORER -

Ay B I B RS B S BT
EEE - AEEFEHSETNSMEARHSH
e o

() =REERSEEH
RUBERAKREINERAT EREE R
TR B ERR 2 BREER T

Group Company
r&E AN

2010 2009 2010 2009
b 2t 243 “EZTNF —2-Ef “ZTNE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT ARETT ARBTR AR®ETTT
288,052 270,614 1,002 413
2,107 3,716 - -
24,951 32,295 - -
- - 272,527 269,827
10,043 - = -
325,153 306,625 273,529 270,240
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(i) Categories of financial assets and liabilities () ERMEERAEER(E)
(Continued)
Group
TEE
2010 2009
—E-FF —ETAEF
RMB’000 RMB’000
ARBT T ARBT T
Financial liabilities: TRAE:
Financial liabilities measured at REH AT EZ
amortised costs EEAE
— Trade payables —ERE SR 196,116 176,122
— Other payables — HEAth FETFRIR 20,220 33,121
— Amount due to a director —EN—RESHE 738 738
217,074 209,981

(i)

Foreign currency risk

Currency risk refers to the risk that the fair value or
future cash flows of a financial instrument will fluctuate
because of changes in foreign exchange rates.

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

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

(i) FPEER
EBEBIESMTE Y A TEKRKER
EMERNIERSLEMEE) 2B

AEERPBEKERY - SAKEKE
DA - X EEEREHUAREET
B AREARBIEERABAARE
KABTFHE < SMNERXARENERINAE
EREAREIG A L H AR ERBK M5

=
% =

MRIRE MIRITAMRAE AR ERNI
EEBTRNERIE  SAKERAE
RAEIRIRE BAX TIIEERR :

=

N

2010 2009

—E-EF —ETNEF

RMB’000 RMB’000

ARETT ARETT

Group REE 1,116 571
Company ViN/NE]| 1,111 463
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(ii) Foreign currency risk (Continued)

Sensitivity analysis — Group

At 31 December 2010, if RMB had strengthened by
5% against HK$, with all other variables held constant,
post-tax profit for the year and retained profits would
have been approximately RMB50,000 lower (2009:
post-tax loss for the year and retained profits would
have been approximately RMB25,000 higher and lower
respectively), as a result of foreign exchange losses
on translation of HK$ denominated cash and bank
balances.

Conversely, if RMB had weakened by 5% against
HK$, with all other variables held constant, post-tax
profit for the year and retained profits would have
been approximately RMB50,000 higher (2009: post-
tax loss for the year and retained profits would have
been approximately RMB25,000 lower and higher
respectively), as a result of foreign exchange gains
on translation of HK$ denominated cash and bank
balances.

Sensitivity analysis — Company

At 31 December 2010, if RMB had strengthened by
5% against HK$, with all other variables held constant,
post-tax profit for the year and retained profits would
have been approximately RMB50,000 lower (2009:
post-tax loss for the year and retained profits would
have been approximately RMB21,000 higher and lower
respectively), as a result of foreign exchange losses
on translation of HK$ denominated cash and bank
balances.

Conversely, if RMB had weakened by 5% against
HK$, with all other variables held constant, post-tax
profit for the year and retained profits would have
been approximately RMB50,000 higher (2009: post-
tax loss for the year and retained profits would have
been approximately RMB21,000 lower and higher
respectively), as a result of foreign exchange gains
on translation of HK$ denominated cash and bank
balances.

(i) =R (&)

B E ST — A
R-E—ZTF+_F=+—H AR
W S B TTFHES% - MEMEERE » F
R BRI R RB R ERBRE BT
EMIE S MIRITRESMESAIE KSR
SR ANR#EB0,000T( ZEZNE - F
R 18 BB R B a5 B3 0 KR
D AR #E25,0007T) °

MR AR SITEES%  mEMD
EETE  FARE G RREBEMNE
EREETHENR S RIRTTE R R
1S HYBE 5 U a1 49 A R 50,0007 (=
ZTNF - FRBEEIE RIRE & F i
DRI R I hn49 A R 25,0007T) °

ey i N T|
N_E—ZTF+-_A=+—H WAR
BB TTTHES% - ME A ETE -
WE &R KRB RFEERBRES T
EMIE S MIRITASBMEEME N EE
WAL AREES0,0007T( T NE : F
WF 18 B 1B R B R TS 5 B8 o0 KR
LHIARH21,0007T) °

R AR KBTI ES% @ mEAD
RETE - FARBRFNRIRB &
ERE B THERNIR & RIRTTAE R EE
1S HEE H Was 1 i 4y A R #50,000T (=
T NF - FRBEEIERRE 5
2 Bl N KR 49 AR #521,000T) ©
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(ii) Foreign currency risk (Continued)

Sensitivity analysis — Company (Continued)

These are the same method and assumption used in
preparing the sensitivity analysis included in the financial
statements for the year ended 31 December 2009.

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

(iii) Credit risk

Credit risk refers to the risk that the counterparty to a
financial instrument would fail to discharge its obligation
under the terms of the financial instrument and cause
a financial loss to the Group. The Group’s exposure
to credit risk mainly arises from granting credit to
customers in the ordinary course of its operations and
from its investing activities.

The Group has no significant concentrations of credit
risk. Most of the sales transactions were settled in cash
basis or by credit card payment. The carrying amount of
trade and other receivables included in the consolidated
statement of financial position represents the Group’s
maximum exposure to credit risk in relation to its
financial assets. Credit risk on cash and bank balances
is mitigated as cash is deposited in banks of high credit
rating.

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

(i)

(iii)

ANNUAL REPORT 2010

S R e ()

BRI — AL (')
PIERNTERBRERUEBE_TT
NE+ZA=1T—HLEFEMBERERMA
FHBREDIAARAERR o

ANEB—EHHATEEEERINERR
RIBUR - WRBEEGK -

FERR
EERREERIANISHFHEE
RESBTAGKETEEELZ 48K
B LRV BEENRR o AEBEEHH
EERBIZREAFELEERNTPEH
EEMEREED -

AEENEERRBYELREREHRE
Mo RBAHERBZURSHER RN
REE - IRAMBANRAEKE 5 R
R E A WA REE S AR E L
HeREERYNRAEERR - BR
RN e EEFRRIT 8B
HERE RRITEHRNEERR -

AEENBRRSEERARIFNZZEHF
R BTHEP E’JETHJ%EEETEH
ﬁBFEJ%“T%E%T}ELﬁ{* AHE R -

EAT PGB RIEHEAS \7f
i‘%Hﬁ/R VREBAXM - TR RERRL
MEFABENRIEEMNK - BEFH
NHEEREXIBINER - EFEAN
IRFLER RS A AR B e 6 - X
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AR o MG REREE A ENIGKTTE
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(i)

(iv)

(v)

—F-FEFA=1—HAILFE

Credit risk (Continued)
This is no requirement for collateral or other credit
enhancement by the Group and the Company.

The Company does not have significant exposure to
credit risk at reporting date (2009 : Nil).

The credit and investment policies have been followed
by the Group since prior years and are considered to
have been effective in limiting the Group’s exposure to
credit risk to a desirable level.

Interest rate risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

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

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

Liquidity risk

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

(iii)

(iv)

(v)

&b (%)
REE R AR R8BSR A m ek
HAE RS o

ARPRBEALEEHEREERR
(ZETNhEF  |) -

AEB-BEHRBEFENEERKRE
BE  IRREEAEEESNHESHE
BRI RAIEZIZE BB -

BN
NMEERESRIANAFEIRSR
ERRTSMXEEMKENERR -

REERARACEE X EER
e RIBITHESR(MHFE18)EL - A&H
IE%KHEHEFM/Til/\m,leﬁT/Epﬁﬂ:‘J

o ZN 5% B N AR il TE B 2B N 2R R B Y
Blﬁ

R ARE+ —EAF R HIREG IR

%EH'I'Z:%ZﬁTKE.BTt%Té/m%J&"%EE/m
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(v) Liquidity risk (Continued)

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

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

Analysed below is the Group’s remaining contractual
maturities for its non-derivative as at 31 December 2010.
When the creditor has a choice of when the liability is
settled, the liability is included on the basis of the earliest
date on when the Group can be required to pay. Where
the settlement of the liability is in instalments, each
instalment is allocated to the earliest period in which the
Group is committed to pay.

(v) RBEZRER(E)

AEENBRBERRERE RIRITHE
o TRMBESURARHEEESS
£ - AREHRBE SKIEE TP WA
MERE - NRABESER - AREKEE
KA AR 2 BRI TH B AR H5 R IE o

AEE-—ErABEFENRBESR
R URREUEERDECARES
XK ©

LWTothBAAREER-_ZE—ZF+_1
—+—HNETESREENHBRED
EIERARR - BERATEEENAEN
R BERASEERERERDN
xFEHHREER BRESHERERE - AT
DEN RO EERNEEAEERNRT
,HﬁFEEJ °

At 31 December 2010
Trade payables

Other payables

Amount due to a director

Total

At 31 December 2009
Trade payables

Other payables

Amount due to a director

Total

R-Z2-®F+=A=+-A
PRI E SRR

HAE R

R — 2 E TR

it
R-TEAE+-A=+—A
A SRR

H At A 5RIR
N —REERA

st

Total Repayable

contractual within

undiscounted one year or

Carrying cash flows on demand
amount BREUBE —FRHE
SREE REeERERTE REREE
RMB’000 RMB’000 RMB’000
AR®TT AR¥T T AR¥T T
196,116 196,116 196,116
20,220 20,220 20,220
738 738 738
217,074 217,074 217,074
176,122 176,122 176,122
33,121 33,121 33,121
738 738 738
209,981 209,981 209,981
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(v)

(vi)

Liquidity risk (Continued)

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

The Company does not have any exposures to liquidity
risk at the reporting date (2009: Nil).

Fair value measurements recognised in the
statement of financial position

The following table presents financial assets measured
at fair value in the statement of financial position in
accordance with the fair value hierarchy. The hierarchy
groups financial assets into three levels of the fair value
hierarchy as defined in HKFRS 7 Financial Instruments:
Disclosures which is determined based on the relative
reliability of significant inputs used in measuring the fair
value of these financial assets. The fair value hierarchy
has the following levels:

+ Level 1: quoted prices (unadjusted) in active
markets for identical assets and liabilities;

. Level 2: inputs other than quoted prices included
within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e.
derived form prices); and

«  Level 3: inputs for the asset or liability that are not
based on observable market data (unobservable
inputs).

The level in the fair value hierarchy within which the
financial asset or liability is categorised in its entirety is
based on the lowest level of input that is significant to
the fair value measurement.

(v) RBEZRER(E)

AEERFEREERBDESARED
EZReMEEZHEABESRE LER
HRSERNMEMAASELR SR
HEE - ARERABRSERKEMA
PEEABBLRESREFTK

ARBPRBEALEEHEMMRBDES
RR(—ZZNF : &) -

RPBRRRERN D FEFE

TEREBREBEAFERBRMBARRNKAR
FEFEZESREE - ZRBRIETE
hEEMEEC A FEMEAZERE
Fag A 2SR S - REFEM B R
FEANETREMTA - HEIERZA
TRE BEeREEEDRZE - AF
BREDR/UATEE

- F1E: HREEREBENEEDS
ZHRECREAE)

- F2E: REEHRENERANME
18) s (AL EREIT BREH
ZERBA(TBEF1EMESZ
HE) &

« B3 : WIHREAERIMIZEE
BHZBEEXBEZEMBA(EL
BRZEMBA) -

SRAENAFEEBEYATEIBA
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(vi) Fair value measurements recognised in the (vi) REIEMRRKRBERNAFETE(E)
statement of financial position (Continued)

As at 31 December 2010, the financial asset measured
at fair value in the consolidated statement of financial
position is grouped into the fair value hierarchy as

follows:

R-ZE—ZF+_A=+—H  R®&Es
MBARKBAFEFEZEREED
BEQFERBOT:

As at 31 December 2010
R-FB-ZF+=-HA=+—H

Level 1 Level 2 Level 3 Total
F1E FE2E E3E et
RMB’000 RMB’000 RMB’000 RMB’000
ARBT R ARBT R ARBTR AR®TR
Financial asset at fair value ~ FiBEHRKRILAF
through profit or loss held EFERIIFER
for trading EZemMEE 10,043 = 10,043

As at 31 December 2009, no financial assets and
liabilities measured at fair value in the consolidated
statements of financial position in accordance with the
fair value hierarchy.

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

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

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

R=FBAF+-A=+—FH  #Eme
BAER B ENGA MR R RS
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AEEESEE B RAERIEESELLEE
BHEEN - ALRRREMRRG CEERTERR
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For the year ended 31 December 2010
AE—FE—FF+_H=1—HIFE
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Management regards total equity as capital, for
capital management purpose. The amount of capital
as at 31 December 2010 amounted to approximately
RMB386,715,000 (2009: RMB375,221,000), in which
management considers as optimal having considered the
projected capital expenditures and the projected strategic
investment opportunities.

The Group paid RMB9,271,000 as payment in advance for
acquisition of property, plant and equipment during the year
ended 31 December 2009. These payments formed part of
the additions of property, plant and equipment during the
year ended 31 December 2010 (2009: RMB14,445,000).

On 14 January 2011, the Board announced that Options to
subscribe for a total of 71,110,000 new ordinary shares of
HK$0.01 each in the capital of the Company were granted
under the Scheme adopted by the Company on 30 April
2007.

RESEEMS @ BEEREaAERES -
RZEB-—ZTF+_A=1+—HHNEEEEL
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BB —E 7 o
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Year ended 31 December

BEt-A=t-BLFE

2006 2007 2008 2009 2010
“EENF CFRLE CFENF CREAF Se-%E
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARKTTT ARETT ARETTT ARETT ARBF T

Revenue LN 630,622 829,848 935,067 819,381 849,265
Cost of inventories sold EERERA (484,054) (630,466) (727,278) (576,418) (605,232)

146,568 199,382 207,789 242,963 244,033
Other operating income HiE A 78,374 109,084 100,973 62,761 71,202

Excess of acquirer’s interest in L ININE e R 5
the net fair value of acquiree’s BE - AENRIABEN
identifiable assets, liabilities and A FERELERBH
contingent liabilities over cost of ~ WiEEm AZ%E

acquisition - 34,453 - - -
Distribution costs DK (131,593) (208,948) (236,710) (254,225) (261,461)
Administrative expenses IBAX (27,768) (43,372) (36,970) (27,496) (32,345)
Other operating expenses HipG 2y - - (2,441) (40,918) (4,400)
Profit/(Loss) before income tax BRETEBATER/ (Bi8) 65,581 90,599 32,641 (16,915) 17,029
Income tax expense FiEHiAx (8,676) (11,482) (8,290) (4,224) (5,535)

Profit/(Loss) attributable to the KRRV AEEER
owners of the Company (B18) 56,905 79,117 24,351 (21,139) 11,494

Dividends e 22,000 22,153 12,139 - 3,424

RMBA R RMBA K RMBA R RMBA R RMBAR®

Earnings/(Loss) per share — Basic  &f&7/(5i8) &K 759 cents” 853 cents’h  2.35centsh  (2.04)centsn | 1.11 cents®
N/A RMBAEH N/A N/A N/A
- Diluted —&E TEH 8.52 cents 7 NER NEA TER

131



132

Total assets

Net assets

—T-TFEH

As at 31 December

Notes:

The financial information for the year ended 31 December
2006 has been prepared on a combined basis to indicate the
results of the Group as if the Group structure, at the time when
the Company’s shares were listed on The Stock Exchange of
Hong Kong Limited, had been in existence throughout the years
concerned. The results for the year ended 31 December 20086,
and the assets and liabilities as at 31 December 2006 have
been extracted from the prospectus of the Company dated 8
May 2007.

The results for year ended 31 December 2010, and the assets
and liabilities as at 31 December 2010 have been extracted
from the audited consolidated statement of comprehensive
income and audited consolidated statement of financial position
as set out on pages 58 and 59 respectively, of the financial
statements.

R+=—A=+—H

2006 2007 2008 2009 2010

—ETRFE —BELFE —TTN\F —ZEThEF B-BF

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

AREBTIT AREBTT ARETT ARETT AR¥TR

BB 275,824 613,234 640,673 642,070 656,251
Total liabilities BwaE (228,009) (207,312) (232,174) (266,849) (269,536)
BEFE 47,815 405,922 408,499 375,221 386,715

BRE -
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